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PREFACE

Since the 92d Congress, numerous laws have been enacted amend-
ing the Social Security Act or otherwise directly affecting programs
under that act. In order to provide a convenient reference to the
Social Security Act as it has been amended by these various laws,
this document has been prepared. It includes all of the titles of tiat
act currently in force with all amendments up to October 31, i980.
Also included are the full text of the Federal-State Extended Unem-
ployment Compensation Act. as amended, and pertinent excerpts from
the Internal Revenue Code and from various public laws enacted
since the 92d Congress.

This document is intended to supplement and not to replace the
Compilation of the Social Security Laws which is prepared by the
Social Security Administration and published from time to time as a
document of the House of Representatives. The most recent edition
of that Compilation was issued as House Document No. 93-117 (in 2

*volumes) and contained the Social Security Act and related laws as
amended through January 1, 1973. The Compilation. although not con-
taining amendments after that date, does have several features not
found in this current document. In particular, the Compilation has
far more extensive footnotes, contains an index, and includes excerpts
from numerous laws affecting social security programs which are not
included in the current document.

It is expected that, as subsequent amendments to the Social Security
Act and related laws are enacted or as changes are made through the
operation of certain automatic provisions of existing law, appropriate
revision pages will be printed from time to time.

This document has been prepared solely for convenient reference
purposes. It does not have the effect of law.
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SOCIAL SECURITY ACT, AS AMENDED

AN ACT

To provide for the general welfare by establishing a system of Federal old-age
benefits, and by enabling the several States to make more adequate provision
for aged persons, blind persons, dependent and crippled children, maternal and
child welfare, public health, and the administration of their unemployment
compensation laws; to establish a Soc!A Security Board; to raise revenue;
and for other purposes.

Be it enacted by the Senate and HIouse of Representatives of the
United States of America in Congresa aasenbled,

TITLE I-GRANTS TO STATES FOR OLD-AGE ASSIST-
ANCE AND MEDICAL ASSISTANCE FOR THE AGED'

Page'
See. 1. Appropriation ----------------------------------------------- 1
See 2. State Old-Age Assistance and Medical Assistance Plans ----------. 2
See. 3. Payment to States ------------------------------------------- 5
See. 4. Operation of State Plans --------------------------------- 11
Sec. 5. Administration --------------------------------------------- 12
Sec. 6. Definitions ------------------------------------------------ 12

Appropriation

Section 1. For the purpose (a) of enabling each State, as far as
practicable under the conditions in such State, to furnish financial
assistance to aged needy individuals, (b) of enabling each State, as
far as practicable under the conditions in such State, to furnish medi-
cal assistance on behalf of aged individuals who are not recipients
of old-age assistance but whose income and resources are insufficient
to meet the costs of necessary medical services, and (c) of encourag-
ing each State, as far as practicable under the conditions in such
State, to furnish rehabilitation and other services to help individuals
referred to in clause (a) or (b) to attain or retain capability for self-
care, there is hereby authorized to be appropriated for each fiscal
year a sum sufficient to carry out the purposes of this title. The sums
made available under this section shall be used for making payments
to States which have submitted, and had approved by the Secretary
of Health, Education, and Welfare (hereinafter referred to as the
"Secretary"), State plans for old-age assistance, or for medical assist-

' P.L. 92-603, see. 303. repealed title I effective January 1, 1974, but such repeal does not
apply to Puerto Rico. Guam. and the Virgin Islands.

a This table of contents does not appear in the law.
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Sec. 2

ance for the aged, or for old-age assistance and medical assistance for
the aged. W

State Old-Age and Medical Assistance Plans

See. 2. (a) A State plan for old-age assistance, or for medical
assistance for the aged, or for old-age assistance and medical assistance
for the aged must-

(1) except to the extent permitted by the Secretary with re-
spect to services, provide that it shall be in effect in all political
subdivisions of the State, and, if administered by them, be man-
datory upon them;

(2) provide for financial participation by the State;
(3) either provide for the establishment or designation of a

single State agency to administer the plan, or provide for the
establishment or designation of a single State agency to supervise
the administration of the plan;

(4) (A) provide for granting an opportunity for a fair hearing
before the State agency to any individual whose claim for assist-
ance under the plan is denied or is not acted upon with reason-
able promptness, and (B) that if the State plan is administered
in each of the political subdivisions of the State by a local agency
and such local agency provides a hearing at which evidence may 5
be presented prior to a hearing before the State agency, such local
agency may put into effect immediately upon issuance its decision
upon the matter considered at such hearing;

(5) provide (A) such methods of administration includingg
methods relating to the establishment and maintenance of per-
sonnel standards on a merit basis, except that the Secretary shall
exercise no authority with respect to the selection, tenure of office,
and compensation of any individual employed in accordance with
such methods) as are found by the Secretary to be necessary for
the proper and efficient operation of the plan, and (B) for the
training and effective use of paid subprofessional staff, with par-
ticular emphasis on the full-time or part-time employment of re-
cipients and other persons of low income, as community service
aides, in the administration of the plan and for the use of nonpaid
or partially paid volunteers in a social service volunteer program
in providing services to applicants and recipients and in assisting
any advisory committees established by the State agency ;

(6) provide that the State agency will make such reports, in
such form and containing such information, as the Secretary may
from time to time require, and comply with such provisions as
the Secretary may from time to time find necessary to assure the
correctness and verification of such reports;

2
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*(7) provide safeguards which permit the use or disclosure of
information concerning applicants or recipients only (A) to

-. public officials who require such information in connection with
- their official duties or (B) to other parsons for purposes directly
connected with the administration of the State plan;

(8) provide that all individuals wishing to make application
for assistance under the plan shall have opportunity to do so, and
that such assistance shall be furnished with tvasonable prompt-
ness to all eligible individuals;

(9) provide, if the plan includes assistance for or on behalf of
individuals in private or public institutions, for the establishment
or designation of a State authority or authorities which shall be
responsible for establishing and maintaining standards for such
institutions;

(10) if the State plan includes old-age assistance-
(A) provide that the State agency shall, in determining

need for such assistance. take into consideration any other
income and resources of'an individual claiming old-age as-
sistance, as well as any expenses reasonably attributable to
the earning of any such income; except that, in making such
determination, (i) the State agency may disregard not more
than $7.50 per month of any income and (ii) of the first $80
per month of additional income which is earned the State
agency may disregard not more than t.he first $20 thereof
pluf one-half of the remainder;

(B) include reasonable standards, consistent with the ob-
jectives of this title, for determining eligibiltiy for and the
extent of such assistance; and

(C) provide a description of the services (if amy) which
the State agency makes available (using whatever internal
organizational arrangement it finds appropriate for this pur-
pose) to applicants for and recipients of such assistance to
help them attain self-care, inclaiding a description of the
steps taken to assure, in the provision of such services, maxi-
mum utilization of other agencies providing similar or re-
lated services; and

(11) if the State plan includes medical assistance for the
aged-

(A) provide for inclusion of some institutional and some
noninstitutional care and services;

(B) provide that no enrollment fee, premium, or similar
charge will be imposed as a condition of any individual's
eligibility for medical assistance for the aged under the plan;
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(C) provide for inclusion, to the extent required by regula-
tions prescribed by thw Secretary, of provil.ions (conforming
to such regulations) with respect to the furnishing of such
assistance to individuals who are residents of the State but
are abseait therefrom;

(D) include reasonable standards, consistent with the ob-
jectives of this title, for determining eligibility for and the
extent of such assistance; and

(E) provide that no lien may be imposed against the prop-
erty of any individual prior to his death on account of medi-
cal assistance for the aged paid or to be paid on his behalf
under the plan (except pursuant to the judgment of a court
on account of benefits incorrectly paid on behalf of such indi-
vidual), and that there shall be no adjustment or recovery
(except, after the death of such individual and his surviving
spouse, if any, from such individual's estate) of any medical
assistance for the aged correctly paid on behalf of such indi-
vidual under the plan;

(12) if the State plan includes assistance to or in behalf of
individuals who are patients in institutions for mental diseases-

(A) provide for having in effect such agreements or other
arrang'enhents with State authorities concerned with mental
diseases, and, where appropriate, with such institutions, as
may be necessary for carrying out the State plan, including
arrangements for joint planning and for development of al-
ternate methods of care, arrangements providing assurance of
immediate readmittance to institutions where needed for in-
dividuals under alternate plans of care, and arrangements
providing for access to patients and facilities, for furnishing
information, and for making reports;

(B) provide for an individual plan for each such patient
to assure that the institutional care provided to him is in his
best interests, including, to that end, assurances 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 a periodic deter-
mination of his need for continued treatment in the
institution;

(C) 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 medical treatment and other assist-
ance; for services referred to in section 3(a) (4) (A) (i) and
(ii) which are appropriate for such recipients and for such

4



Sec. 3(a)

patients; and for methods of administration necessary to as-
sure that the responsibilities of the State agency under the
State plan with respect to such recipients and such patients
will be effectively carried out; and

(D) provide methods of determining the reasonable cost
of institutional care for such patients: and

(13) if the State plan includes assistance to or in behalf of
patients in public institutions for mental diseases, show that the
State is making satisfactory progress toward developing and im-
plementing a comprehensive mental health program, including
provision for utilization of comm unity mental health centers,
nursing homes. and other alternatives to care in public institu-
tions for mental diseases.

(b) The Secretary shall approve any plan which fulfills the con-
ditions specified in subsection (a), except that lie .shall not approve
any plan which imposes, as a condition of eligibility for assistance
under the plan-

(1) an age requirement of more than sixty-five years; or
(2) any residence requirement which ( ) ir. the case of appli-

cants for old-age assistance, excludes any resident of the State who
has resided therein five years during the nine years immediately
preceding the application for old-age assistance and has residzd
therein continuously for one year immediately preceding thle ap-
plication, and (B) in the case of applicants for medical assistance
for the aged, excludes any individual who resides in the State; or

(3) any citizenship requirement which excludes any citizen of
the United States.

At the option of the State, the plan may provide that manuals and
other policy issuances will be furnished to persons without charge for
the reasonable cot of such materials, but such provision shall not be
required by the Secretary as a condition for the approval of such plan
under this title.

(c) Nothing in this title stall be construed to permit a State to have
in effect with respect to any period more than one State plan approved
under this title.

Payment to States

Sec. 3. (a) From the sums appropriated therefor, the Secretary of
the Treasury shall pay to each State which has a plan approved under
this title, for each quarter, beginning with the quarter commencing
October 1, 1960-

(1) in the case of any State other than Puerto Rico, the Virgin
Islands, and Guam, an amount equal to the sum of the following
proportions of the total amounts expended during each month of
such quarter as old-age assistance under the State plan (including

5
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expenditures for premiums wider part B of title XVIII for idi-
viduals who are recipients of money payments under such plan
and other insurance premiums for medical or any other type of
remedial care or the cost thereof)-

(A) 3117 of such expenditures, not counting so much of
any expenditure with respect to such month as exceeds the
product of $37 multiplied by the total number of recipients
of old-age assistance for such month (which total number,
for purposes of this subsection, means (i) the number of
individuals who received old-age assistance in the form of
money payments for such month, plus (ii) the numnYOr of
other individuals with respect to whom expenditures were
made in such month as old-age assistance in the form of
medical or any other type of remedial care) ; plus

(B) the larger of the following:
(i) (I) the Federal percentage (as defined in section

1101(a)(8)) of the amount by which such expendi-
tures exceed the amount which may be counted under
clause (A), not counting so much of such excess with
respect to such month as exceeds the product of $38 mul-
tiplied by the total number of recipients of old-age assist-
ance for such month, p1ls (II) 15 per centuni of the ,
total expended during such month as old-age assistance
under the State plan in the form of medical or any other
type of remedial care, not counting so much of such ex-
lpenditure with respect to such month as exceeds the
pr9duct of $15 multiplied by the total number of recip-
ients of old-age assistance for such month, or

(ii) (I) the Federal medical percentage (as defined
in section 6(c)) of the amount by which such expendi-
tures exceed the maximum which may be counted under
clause (A), not counting so much of any expenditures
with respect to such month as exceeds (a) the product of
$52 multiplied by the total number of such recipients of
old-age assistance for such month, or (b) if smaller, the
total expende(I as old-age assistance in the form of medi-
cal or any other type of remedial care with respect to such
month plus the product of $37 multiplied by such total
number of such recipients, plus (II) the Federal per-
centage of the amount by which the total expended dur-
ing such month as old-age asistance under the State
plan exceeds the amount which may be counted under
clause (A) and the preceding provisions of this clause
(B) (ii), not counting so much of such excess with respect

See. 3(a)
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to such month as exceeds the product of $38 multiplied by
the total number of such recipients of old-age assistance
for such month;

(2) in the case of Puerto Rico, the Virgin Islands, and Guam,
an amount equal to-

(A) one-half of the total of the sums expended during
such quarter as old-age assistance under the State plan (in-
cluuting expenditures for premiums uuder part B of title
XVI!! for individuals who are recipients of money payments
under such plan and other insurance premiums for medical
or any other type of remedial care or the cost thereof), not
counting so much of any expenditure with respect to any
month as exceeds $37.50 multiplied by the total number of
recipients of old-age assistance for such month; plus

(B) the larger of the following amounts: (i) one-lhalf of
the amount by which such expenditures exceed the maximum
which may be counted under clause (A), not counting so
much of any expenditure with espect to any month as ex-
ceeds (I) the product of $45 multiplied by the total number
of such recipients of old-age at-sistance for such mouth, or
(II) if smaller, the total expended as old-age assistance in
the form of medical or any other type of remedial care with
respect to s, h month plus the product of $37.50 multiplied
by the total number of such recipients, or (ii) 15 per centumi
of the total of the sums expended during such quarter as old-
age assistance under the State plan in the form of medical or
any other type of remedial care, not counting so much of
any expenditure with respect to any month as exceeds the
product of $7.50 multiplied by the total number of such re-
cipients of old-age assistance for such month;

(3) in the case of any State, an amount equal to the Federal
medical percentage (as defined in section 6(c)) of the total
amounts expended during such quarter as medical assistance for
the aged under the State plan (including expenditures for insur-
ance premiums for medical or any other type of remedial care
or the cost thereof) ; and

(4) in the case of any State whose State plan approved under
section 2 meets the requirements of subsection (c) (1), an amount
equal to the sum of the following proportions of the total amounts
expended during such quarter as found necessary by the Secretary
of Health, Education, and Welfare for the proper and efficient
administration of the State plan-

(A) 75 per centum of so much of such expenditures as
are for-
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(i) services which are prescribed pursuant to subsection
(c) (1) and are provided (in accordance with the next
sentence) to applicants for or recipients of assistance
under the plan to help them attain or retain capability
for self-care, or

(ii) other services, specified by the Secretary as likely
to prevent or reduce dependency, so provided to such ap-
plicants or recipients, or

(iii) any of the services prescribed pursuant to sub-
section (c) (1), and of the services specified as provided
in clause (ii), which the Secretary may specify as appro-
priate for individuals who, within such period or periods
as the Secretary may prescribe, have been or are likely
to become applicants for or recipients of assistance under
the plan, if such services are requested by such individ-
uals and are provided to such individuals in accordance
with the next sentence, or

(iv) the training (including both short- and long-
term training at educational institutions through grants
to such institutions or by direct financial assistance to
students enrolled in such institutions) of personnel em-
ployed or preparing for employment by the State agency
or by the lotal agency administering the plan in the po-
litical sub(.ii-ision: plus

(B) one-holf of so nmch of such expenditures (not in-
cluded under subparagraph (A) ) as are for services provided
(in accordance with the next sentence) to applicants for or
recipients of assistance m(ier the plan, and to individuals
requesting such services who (within such period or periods
as the Secretary may prescribe) have been or are likely to
become applicants for or recipients of such assistance; plus

(C) one-halt of the remainder of such expenditures.
The services referred to in subparagraphs (A) and (B) shall,
except to the extent specified by the Secretary, include only-

(D) services provided by the staff of the State agency, or
of the local agency administering the State plan in the politi-
cal subdivision: Peo ddlcd, That no funds authorized under
this title shall be available for services defined as vocational
rehabilitation services under the Vocational Rehabilitation
Act (i) which are available to individuals in need of them
under programs for their rehabilitation carried on under a
State plan approved under such Act, or (ii) which the State
agency or agencies administering or supervising the adminis-
tration of the State plan approved under such Act, are able

8



See. 3(b)

and willing to provide if reimbursed for the cost thereof pur-
suant to agreement under subparagraph (E), if provided by
such staff, and

(E) under conditions which shall be prescribed by the
Secretary, services which in the judgment of the State agency
cannot be as economically or as effectively provided by the
staff of such State or local agency and are not otherwise rea-
sonably available to individuals in need of them, and which
are provided, pursuant to agreement with the State agency,
by the State health authority or the State agency or agencies
administering or supervising the administration of the State
plan for vocational rehabilitation services approved under
the Vocational Rehabilitation Act or by any other State
agency which the Secretary may determine to be appropri-
ate (whether provided by its staff or by contract with public
(local) or nonprofit private agencies);

except that services described in clause (i) of subparagraph (I))
hereof may be. provided only pursuant to agreement with such
State agency or agencies administering or supervising the admin-
istration of the State plan for vocational rehabilitation services
so approved. The portion of the amount expended for adminis-
tration of the State plan to which subparagraph (A) applies and
the portion thereof to which subparagraph (B) and (C) apply
shall be determined in accordance with such methods and pro-
cedures as may be permitted by the Secretary: and

(5) in the case of any State whose State plan approved under
section 2 does not meet the requirements of subsection (c) (1), an
amount equal to one-half of the total of the sums expended dur-
ing such quarter as found necessary by the Secretary for the
proper and efficient administration of the State plan, including
services referrea to in paragraph (4) and provided in accordance
with the provisions of such paragraph.

(b) The method of computing and paying such amounts shall be
as follows:

(1) The Secretary of Health, Education, and Welfare shall,
rior to the beginning of each quarter, estimate the amount to

paid to the State for such quarter under the provisions of
subsection (a), such estimate to be based on (A) a report filed
by the State containing its estimate of the total sum to be ex-
pended in such quarter in accordance with the provisions of such
subsection, and stating the amount appropriated or made avail-
able by the State and its political subdivisions for such expendi-
tures in such quarter, and if such amount is less than the State's
proportionate share of the total sum of such estimated expendi-

*14-.bt) 0 - k5-2

9



Sec. 3(b)

tures, the source or sources from which the difference is expected
to be derived, (B) records showing the number of aged individ-
uals in the State, and (C) such other investigation as the Secre-
tary may find necessary.

(2) The Secretary of Health, Education, and Welfare shall
then certify to the Secretary of the Treasury the amount so
estimated by the Secretary of Health, Education, and Welfare,
(A) reduced or increased, as the case may be, by any sum by
which the Secretary of Health, Education, and Welfare finds that
his estimate for any prior quarter was greater or less than the
amount which should have been paid to the State under sub-
section (a) for such quarter, and (B) reduced by a sum equivalent
to the pro rata share to which the United States is equitably
entitled, as determined by the Secretary of Health. Education,
and Welfare, of the net amount recovered during any prior quar-
ter by the State or any political subdivision thereof with respect
to assistance furnished under the State plan; except that such
increases or reductions shall not be made to the extent that such
sums have been applied to make the amount certified for an3
prior quarter greater or less than the amount estimated by the
Secretary of Health, Education, and Welfare for such prior
quarter: Provided, That any part of the amount recovered from
the estate of a deceased recipient which is not in excess of the
amount expended by the State or any political subdivision thereof
for the funeral expenses of the deceased shall not be considered
as a basis for reduction under clause (B) of this paragraph.

(3) The Secretary of the Treasury shall thereupon, through
the Fiscal Service of the Treasury Department and prior to audit
or settlement by the General Accounting Office, pay to the State,
at the time or times fixed by the Secretary of Health, Education,
and Welfare, the amounts so certified.

(c) (1) In order for a State to qualify for payments under para-
graph (4) of subsection (a), its Staste plan approved under section 2
must provide that the State agency shall make available to applicants
for recipients of old-age assistance under such State plan at least those
services to help thcm attain or retain capability for self-care which are
prescribed by the Secretary.

(2) In the case of any State whose State plan included a provision
meeting the requirements of paragraph (1), but with respect to which
the Secretary finds, after reasonable notice and opportunity for hear-
ing to the State agency administering or supervising the administra-
tion of such plan, that-

(A) the provision has been so changed that it no longer com-
plies with the requirements of paragraph (1), or
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(B) in the administration of the plan there is a failure to com-
ply substantially with such provision,

the Secretary shall notify such State agency that further payments
will not be made to the State under paragraph (4) of subsection (a)
until he is satisfied that there will no longer be any such failure to
comply. Until the Secretary is so satisfied further payments with re-
spect to the administration of such State plan shall not be made under
paragraph (4) of subsection (a) but shall instead be made, subject to
the other provisions of this title, under paragraph (5) of such sub-
section.

(d) Notwithstanding the preceding provisions of this section, the
amount determined under such provisions for any State for any quar-
ter which is attributable to expenditures with respect to patients in
institutions for mental diseases shall be paid only to the extent that
the State make a showing satisfactory to the Secretary that total ex-
penditures in the State from Federal, State, and local sources for
mental health services (including payments to or in behalf of individ-
uals with mental health problems) under State and local public health
and public welfare programs for such quarter exceed the average of
the total expenditures in the State from such sources for such services
under such programs for each quarter of the fiscal year ending June 30,

* 1965. For purposes of this subsection, expenditures for such services
for each quarter in the fiscal year ending June 30, 1965, in the case
of any State shall be determined on the basis of the latest data, satis-
factory to the Secretary, available to him at the time of the first de-
termination by him under this subsection for such State; and expendi-
tures for such services for any quarter beginning after December 31,
1965, in the case of any State shall be determined on the basis of the
latest data, satisfactory to the Secretary, available to him at the time
of the determination under this subsection for such State for such
quarter; and determinations so made shall be conclusive for purposes
of thi-i subsection.

Operation of State Plans

Sec. 4. In the case of any State plan which has been approved under
this title by the Secretary of Health. Education, and Welfare, if the
Secretary, after reasonable notice and opportunity for hearing to the
State agency administering or supervising the administration of such
plan finds--

(1) that the plan has been so changed as to impose any age,
residence, or citizenship requirement prohibited by section 2(b),
or that in the administration of the plan any such prohibited re-
quirement is imposed, with the knowledge of such State agency,
in a substantial number of cases; or
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(2) thrt in the administration of the plan there is a failure to
comply substantially with any provision required by section 2(a)
to be included in the plan;

the Secretary shall notify such State agency that further payments
will not be made to the State (or, in his discretion, that payments will
be limited to categories under or parts of the State plan not affected
by such failure) until the Secretary is satisfied that such prohibited
requirement is no longer imposed, and that there is no longer any such
failure to comply. Until lie is so satisfied he shall make no further
payments to such State (or shall limit payments to categories under
or parts of the State plan not affected by such failure).

Administration

See. 5. [Executed. Authorized appropriation for administrative
expenses of the Social Security Board under this title for the fiscal year
ending June 30, 1936.]

Definitions

Sec. 6. (a) For the purposes of this title, the term "old-age assist-
anice" means money payments to, or (if provided in or after the third
month before the month in which the recipient makes application for
assistance) medical care in behalf of or any type of remedial care
recognized under State law in behalf of, needy individuals who are
sixty-five years of age or older, but does not include any such pay-
inents to or care in behalf of any individual who is an inmate of a
public institution (except as a patient in a medical institution). Such
term also includes payments which are not included within the mean-
ing of such terni tinder the preceding sentence, but which would be so
included except that they are made or. behalf of such a needy indi-
vidual to another individual who (as aetermined in accordance with
standards prescribed by the Secretary) is interested in or concerned
with the welfare of such needy individual, but only with respect to a
State whose State plan approved under section 2 includes provision
for-

(1) determination by the State agency that such needy indi-
vidual has, by reason of his physical or mental condition, such
inability to manage funds that making payments to him would
be contrary to his welfare and, therefore, it is necessary to provide
such assistance through payments described in this sentence;

(2) making such payments only on cases in which such pay-
ments will, under the rules otherwise applicable under the State
plan for determining need and the amount of old-age assistance to
be paid (and in conjunction with other income and resources),
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Sec. 6(b)

* meet all the need of the individuals with respect to whom such
payments are made;

(3) undertaking and continuing special efforts to protect the
welfare of such individual and to improve, to the extent possible,
his capacity for self-care and to manage funds;

(4) periodic review by such State agency of the determination
under paragraph (1) to ascertain whether conditions justifying
such determination still exist, with provision for termination of
such payments if they do not and for seeking judicial appointment
of a guardian or other legal representative, as described in section
1111, if and when it appears that such action will best serve the
interests of such needy individual; and

(5) opportunity for a fair hearing before the State agency on
the determination referred to in paragraph (1) for any individual
with respect to whom it is made.

At the option of a State (if its plan approved under this title so pro-
vides), such term (i) need not include money payments to an individ-
ual who has been absent from such State for a period in excess of 90
consecutive days (regardless of whether he has maintained his resi-
dence in such State during such period) until he has been present in
such State for 30 consecutive days in the case of such an individual who

* has maintained his residence in such State during such period or 90
coLsecutive days in the case of any other such individual, and (ii)
may include rent payments made directly to a public housing agency
on behalf of a recipient or a group or groups of recipients of assist-
ance under such plan.

(b) For purposes of this title, the term "medical assistance for the
aged" means payment of part or all of the cost of the following eare
and services (if provided in or after the third month before the month
in which the recipient makes application for assistance) for individ-
uals sixty-five years of age or older who are not recipients of old-age
assistance (except, for any month, for recipients of old-age assistance
who are admitted to or discharged from a medical institution during
such month) but whose income and resources are insufficient to meet
all of such cost-

(1) inpatient hospital services;
(2) skilled nursing-home services;
(3) physicians' services;
(4) outpatient hospital or clinic services;
(5) home health care services;
(6) private duty nursing services;
(7) physical therapy and related services;
(8) dental services;

13
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(9) laboratory and X-ray services;
(10) prescribed drugs, eyeglasses, dentures, and prosthetic de- W

vices;
(11) diagnostic, screening, and preventive services; and
(12) any other medical care or remedial care recognized under

State law;
except that such term does not include any such payments with respect
to care or services for ,ny individual who is an imnate of a public
institution (except as a patient in a medical institution).

(c) For purposes of this title, the term "Federal medical percent-
age" for anay State shall be 100 per centum less the State percentage;
and the State percentage shall be that percentage which bears the same
ratio to 50 per centum as the square of the per capita income of such
State bears to the square of the per capita income of the continental
United States (including Alaska) and Hawaii; except that (i) the
Federal medical percentage shall in no case be less than 50 per centum
or more than 80 per centum, and (ii) the Federal medical percentage
for Puerto Rico, the Virgin Islands, and Guam shall be 50 per centum.
The Federal medical percentage for any State shall be determined and
promulgated in accordance with the provisions of subparagraph (B)
of section 1101(a) (8) (other than the proviso at the end thereof);
except that the Secretary shall, as soon as possible after enactment of
the Social Security Amendments of 1960, determine and promulgate
the Federal medical percentage for each State--

(1) for the period beginning October 1, 1960, and ending with
the close of June 30, 1961, which promulgation shall be based on
the same data with respect to per capita income as the data used
by the Secretary in promnulgati-ig the Federail percentage (under
section 1101(a) (8)) for such State for the fiscal year ending
June 30, 1961 (which promulgation of the Federal medical per-
centage shall be conclusive for such period), and

(2) for the period beginning July 1. 1961, and ending with
the close of June 30, 1963, which promulgation shall be based on
the same data with respect to per capita income as the data used
by the Secretary in promulgating the Federal percentage (under
section 1101(a) (8)) for such State for such period (which pro-
mulgation of the Federal medical percentage shall be conclusive
for such period).
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Sec. 201(a)

Federal Old-Age and Survivors Insurance Trust Fund and
Federal Disability Insurance Trust Fund

Section 201. (a) There is hereby created on the books of the Treas-
urv of the United States a trust fund to be known as the "Federal
Oid-Age and Survivors Insurance Trust Fund". The Federal Old-Age
and Survivors Insurance Trust Fund shall consist of the securities
held by the Secretary of the Treasury for the Old-Age Reserve Ac-
count and the amount standing to the credit of the Old-Age Reserve
Account on the.- books of the Treasury on January 1. 1940, which se-
curities and amount the Secretary of the Treasury is authorized and
,irectedl to transfer to the Federal Old- Age and Survivors Insurance
Trist Fund. and. in addition, such gifts and bequests as may be made
as provided in subsection (i) (I). and such amounts as may be ap-
propriated to. or deposited in. the Federal Old-Age and Survivors In-
surance Trust Fund as hereinafter provided. There is hereby appro-
pJriated to the Federal Old-Age and Survivors Insurance Trust Fund
for tIie fiscal vear ending .June 30, 1941, and for each fiscal year there-
after, out of any moneys in the Treasury not otherwise appropriated,
amtmi.nts equivalent to 100 per -entuni of-

(1) the taxes (including interest. penalties. and additions to
the taxes) received under subchapter A of chapter 9 of the In-
ternal Revenue ('ode of 1939 (and covered into the Treasury)
which are deposited into the Treasury by collectors of internal
revenue before .January 1. 1951; and

(2) the taxes certified each month by the Commissioner of
Internal Revenue as taxes received under subchapter A of chapter
9 of such Code which are deposited into the Treasury by collectors
of internal revenue after December 31. 1950. and before January
1. 1953, with respect to assessments of such taxes made before
January 1. 1951: and

(3) the taxes imposed by subchapter A of chapter 9 of such
Code with respect to wages (as defined in section 1426 of such
Code). and by chapter 21 (other than sections 3101 (b) and 3111
(b)) of the Internal Revenue Code of 1954 with respect to wages
(as defined in section 3121 of such Code) reported to the Coin
missioner of Internal Revenue pursuant to section 1420(c) of the
Internal Revenue Code of 1939 after December 31. 1950, or to
the Secretary of the Treasury or his delegates pursuant to sub-
title F of the Internal Revenue Code of 1954 after December 31,
1954. as determined by the Secretary of the Treasury by apply-
ing the applicable rates of tax under such subchapter or chapter
21 (other than sections 3101(b) and 3111(b)) to such wages,
which wages shall be certified by the Secretary of Health, Educa-
tion, and Welfare on the basis of the records of wages established
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* and maintained by such Secretary in accordance with such re-
ports, less the amounts specified in clause (1) of subsection (b) of
this section; and

(4) the taxes imposed by subchapter E of chapter I of the
Internal Revenue Code of 1939, with respect to self-emplorment
income (as defined in section 481 of such Code), and by chapter
2 (other than section 1401 (b) ) of the Internal Revenue Code of
1954 with respect to self-employment income (as defined in section
1402 of such Code) reported to the Commissioner of Internal
Revenue on tax returns under such subchapter or to the Secretary
of the Treasury, or his delegate on tax returns under subtitle F
of such Code, as determined by the Secretary of the Treasury by
applying the applicable rate of tax under such subchapter or
chapter (other than section 1401(b)) to such self-employment
income, which self-employment income shall be certified by the
Secretary of Health. Education. and Welfare on the basis of the
records of self-employment income established and maintained by
the Secretary of Health. Education, and Welfare in accordance
with such returns, less the amounts specified in clause (2) of sub-
section (b) of this section.

The amounts appropriated by clauses (3) and (4) shall be transferred
*O from time to time from the general fund in the Treasury to the Fed-

eral Old-Age and Survivors Insurance Trust Fund, and the amounts
appropriated by clauses (1) and (2) of subsection (b) shall be trans-
ferred from timic to time from the general fund in the Treasury to the
Federal Disability Insurance Trust Fund, such amounts to be deter-

nmined on the basis of estimates by the Secretary of the Treasury of the
4k taxes, specified in clauses (3) and (4) of this subsection, paid to or de-

posited into the Treasury; and proper adjustments shall be made in
amounts subsequently transferred to the extent prior estimates were
in excess of or were less than the taxes specified in such clauses (3) and
(4) of this subsection.

(b) There is hereby created on the books of the Treasury of the
United States a trust fund to be known as the "-Federal Disability In-
surance Trust Fund". The Federal Disability Insurance Trust Fund
shall consist of such gifts and bequests as may be made as provided in
subsection (i) (1), and of such amounts as may be appropriated to, or
(.deposited in. such fund as provided in this section. There is hereby

1 appropriated to the Federal Disability Insurance Trust Fund for the
fiscal year ending June 30, 1957, and for each fiscal year thereafter, out
of any moneys in the Treasury not otherwise appropriated, amounts

* O equivalent to 100 per centum of-
"(1) (A) 1,½ of 1 per centum of the wages (as defined in section

3121 of the Internal Revenue Code of 1954) paid after Decem-
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ber 31, 1956, and before January 1, 1966, and reported to the Sec-
retary of the Treasury or his delegate pursuant to subtitle F of
the Internal Revenue Code of 1954, (B) 0.70 of 1 per centuni of
the wages (as so defined) paid after December :31, 1965, and be-
fore January 1. 1968, and so reported. and (C) 0.95 of 1 per
centuin of the wages (as so defined) paid after December 31,
1967, and before January 1, 1970, and so reported. (I)) 1.10 per
centumn of the wages (as so defined) paid after Deceniber 31,
1969, and before January 1. 19973. and so reported. (E) 1.1 per
centumni of the wages (as so defined) paid after I)ecember 31,
1972, and before January 1. 1974. and so reported, (F) 1.15 per
centmi of the wages (as so defined) paid after 1)ecember 31. 1973.
and before January 1, 1978. and so reported, (G) 1.55 per centumi
of the wages (as so defined) paid after D)ecember 31, 1977. and
before January 1. 1979. and so reported. (I1) 1.50 per ventumn of
the Wage,.4s (as defined) paid after I )eccituer 31. 197S. and
before Januar,"y 1, 1980, and so reported. (1) 1.12 per centun
of the wages (as so defined) paid after Decemnber 31, 1979, and
before January 1, 191, and so reported, (J) 1.30 per centum of
the wages (a.. -, defined) paid after I)ceniber ;1. 1980. and Ibfore
.Januarv 1, 1982. and so reported, (K) 1.65 per centuni of the
wages (as so dethfined) paid after !)ecenier 31. 1981, and before
January 1. 1 9'5, and so reported, (L) 1.90 per centum of the
wages (as so defined) paid after December 31, 198-, and before
January 1, 1990, and so reported, and (M) 2.20 per centum ef
the wages (as so defined) paid after December 31. 1989. and so
reported, which wages shall be certified by the Secretary of
Health, Eddcation, and Welfare on the basis of the records of
wages established and maintained by such Secretary in accord-
ance with :uicli reports; and

(2) (A) 31 of 1 per centum of the amount of self-employment
income (as defined in section 1402 of the Internal Revenue Code
of 1954) reported to the Secretary of the Treasury or his delegate
on tax returns under subtitle F of the Internal Revenue Code of
19N4 for any taxable "ear" beginning after December 31, 1956, and
before January 1, 1966, (B) and 0.525 of 1 per centumn of the
amount of self-employment income (as so defined) so reported for
any taxable year beginning after December 31. 1965, and before
January 1, 1968, and (C) 0.7125 of 1 per centumn of the amount of
self-employment income (as so defined) so reported for any tax-
able year beginning after I)ecember 31. 1967, and before Janu-
ary 1, 1970, (D) 0.825 of 1 per centum of the amount of self-
employment income (as so defined) so reported for any taxable
year beginning after December 31, 1969, and before January 1,

'Par. (1) was amended by sec. 102(a) tl) of P.L. 95-216 and by see. 1(a) of P.L. 96-403.
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* 1973, (E) 0.795 of 1 per centum of the amount of self-employ-
ment income (as so defined) so reported for any taxable year
beginning after December 31, 1972, and before January 1, 1974,
(F) 0.815 of 1 per centum of the amount of self-employment
income (as so defined) as reported for any taxable year beginnizrg
after December 31, 1973, and before January 1, 1978, (G) 1.090
per centurn of the amount of self-employment income (as so
defined) so reported for any taxable year beginning after Decem-
ber 31, 1977, and before January 1, 1979, (H) 1.0400 per centum of
the amount of self-employment income (as so defined) so reported
for any taxable year beginning after December 31, 1978, and before
January 1, 1980, (I) 0.7775 per centum of the amount of self-
employment income ( as so defined) so reported for any taxable
year beginning after December 31. 1979, and before January 1.
1981, (J) 0.9750 per centum of the amount of self-employment
income (as so defined) so reported for any taxable year beginning
after December 31, 1980, and before January 1, 1982. (K) 1.2375
per centum of the amount of self-employment income (as so de-
fined) so reported for any taxable year beginning after Decem-
ber 31, 1981, and before January 1, 1985, (L) 1.4250 per centum
of the amount of self-employment income (as so defined) so re-

* ported for any taxable year beginning after December 31, 1984.
and befoie January 1. 1990. and (M) l..w(X per centum of the
amount of self-employment income (as so deilued) so reported
for any taxable year beginning after December 31. 1989, which
self-enp)hwyment in'omie shall be certified by the Secretary of
Ilealth, Education, and Welfare on the basis of the records of
self-employment income established and maintained by the Sec-
retary of Health. Education, and Welfare in accordance with
such returns.1

(c) With respect to the Federal Old-Age and Survivors Insurance
Trust Fund and the Federal Disability Insurance Trust Fund (here-
inafter in this title called the "Trust Funds") there is hereby created
a body to be known as the Board of Trustees of the Trust Funds (here-
inafter in this title called the "Board of Trustees") which Board of
Trustees shall be composed of the Secretary of the Treasury, the Sec-
retary of Labor, and the Secretary of Health, Education, and Welfare,
all ex officio. The Secretary of the Treasury shall be the Managing
Trustee of the Board of Trustees (hereinafter in this title called the
"Managing Trustee"). The Commissioner of Social Security shall
serve as Secretary of the Board of Trustees. Such Board of Trustees
shall meet not less frequently than once each calendar year. It shall be
the duty of the Board of Trustees to-

(1) Hold the Trust Funds;

I Par. (2) was amended by sec. 102(a) (2) of P.L4 95-216 and by sew. 1(b) of P.L 9"-403.
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(2) Report to the Congress not later than the first day of April
of each year on the operation and status of the Trust Funds dur-
ing the preceding fiscal year and on their expected operation and
status during the next ensuing five fiscal years;

(3) Report immediately to the Congress whenever the Board
of Trustees is of the opinion that the amount of either of the Trust
Funds is unduly small;

(4) Recommend improvements in administrative procedures
and policies designed to effectuate the proper coordination of the
old-age and survivors insurance and Federal-State unemploy-
ment compensation program; and

(5) Review the general policies followed in managing the Trust
Funds. and recommend changes in such policies, including neces-
sary changes in the provisions of the law which govern the way in
which the Trust Funds are to be managed.

The report provided for in paragraph (2) above shall include a state-
ment of the assets of, and the disbursements made from, the Trust
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Funds during the preceding fiscal year, an estimate of the expected
future income to, and disbursements to be made from, the Trust Funds
during each of the next ensuing five fiscal years, and a statement of the
actuarial status of the Trust Funds. Such report shall also include an
actuarial analysis of the benefit disbursements made from the Federal
Old-Age and Survivors Insurance Trust Fund with respect to disabled
beneficiaries. Such report shall be printed as a House document of the
session of the Congress to which the report is made.

(d) It shall be the duty of the Managing Trustee to invest such
portion of the Trust Funds as is not, in his judgment, required to meet
current withdrawals. Such investments may be made only in interest-
bearing obligations of the United States or in obligations guaranteed
as to both principal and interest by the United States. For such pur-
pose such obligations may be acquired (1) oi original issue at the issue
price, or (2) by purchase of outstanding obligations at the market
price. The purposes for which obligations of the United States may be
issued under the Second Liberty Bond Act, as amended, are hereby
extended to authorize the issuance at par of public-debt obligations for
purchase by the Trust Funds. Such obligations issued for purclhase by
the Trust Funds shall have maturities fixed with due regard for the
needs of the Trust Funds and shall bear interest at a rate equal to the
average market yield (computed by the Managing Trustee on the basis
of market quotations as of the end of the calendar month next preced-
ing the date of such issue) on all marketable interest-bearing obliga-
tions of the United States then forming a part of the public debt
which are not due or callable until after the expiration of four years
from the end of such calendar nionth; except trat where such average
market yield is not a multiple of one-eighth of 1 per centun. thme rate
of interest of such obligations shall be the multiple of one-eighth of
1 per centum nearest such market yield. The Managing Trustee may
purchase other interest-bearing obligations of the United States or
obligations guaranteed as to both principal and interest by the United
States, on original issue or at the market price, only where he deter-
mines that the purchase of such other obligations is in the public
interest.

(e) Any obligation acquired by the Trust Funds (except public-
debt obligations issued exclusively to the Trust Funds) may 1b sold
by the Managing Trustee at the market price, and such public-debt
obligations may be redeemed at par plus accrued interest.

(f) The interest on, and the proceeds from the sale or redemption
of, any obligations held in the Federal Old-Age and Survivors Insur-
ance Trust Fund and the Federal Disability Insu~rance Trust Fund
shall be credited to and form a part of the Federal Old-Age and
Survivors Insurance Trust Fund and the Disability Insurance Trust
Fund, respectively.
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* (g) (1) (A) The Managing Trustee of the Trust Funds (which for
purposes of this paragraph shall include also the Federal Hospital
Insurance Trust Fund and the Federal Supplementary Medical Insur-
ance Trust Fund established by title XVIII) is dirveted to par from
the Trust Funds into the Treasury-

(i) the amounts estimated by him and the Secretary of Health,
Education, and Welfare which will be expended, out of moneys
appropriated from the general fund in the Traasury, duringg a
three-month period by the D)epartment of Health, Education. and
WVelfare and the Treasury I)epartment for the administration of
titles II, XVI. and XVIII of this Act and sulwhapter E of chap-
ter 1 and subchapter A of chapter 9 of the Internal Revenue Code
of 1939, and chapters 2 and 21 of the Internal Revenue (ode of
1954, less

(it) the amounts estimated (pursuant to the method presi'rilbd
by the Board of Trustees under paragraph (4) of this sub.-ection)
by the Secretary of ]Iealth, Education, and Welfare which will
be expended. out of moneys made available for expenditures from
the Trust Funds, during such three-month period to cover the cost
of carrying out the functions of the D)epartment of Health, Educa-
tion. and Welfare, specified in section 232, which relate to the ad-
ministration of provisions of the Internal Revenue Code of 1954
other than those referred to in clause (i).

Such payments shall be carried inte the Treasury as the net as-nount of
repayments due the general fund account for reimbursement of ex-
penses incurred in connection with the administration of titles II, XVI,
and XVIII of this Act and subchapter E of chapter 1 and subchapter
A of chapter 9 of the Internal Revenue Code of 1939, and chapters
2 and 21 of the Internal Revenue Code of 1954. A final account-
ing of such payments for any fiscal year shall be made at the earliest
practicable date after the close thereof. There are hereby authorized
to be made available for expenditure, out of any or all of the Trust
Funds, such amounts as the Congress may deem appropriate to pay the
costs of the part of the administration of this title, title XVI, and title
XVIII for which the Secretary of Health, Education, and Welfare is
responsible and of carrying out the functions of the Department of
Health, Education, and Welfare, specified in section 232, which relate
to the administration of provisions of the Internal Revenue Code of
1954 other than those referred to in clause (i) of the first sentence of
this subparagraph.

(B) After the close of each fiscal year the Secretary of Health,
Education, and Welfare shall determine the position of the costs,
incurred during such fiscal year, of administration of this title, title
XVI, and title XVIII and of carrying out the functions of the De-
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partment of Health, Education, and Welfare, specified in section 232,
which relate to the administration of provisions of the Internal Reve-
nue Code of 1954 (other than those referred to in clauses (i) of the
first sentence of subparagraph (A)), which should have been borne
by the general fund in the Treasury and the portion of such costs
which should have been borne by each of the Trust Funds; except
that the determination of the amounts to be borne by the general
fund in the Treasury with respect to expenditures incurred in carry-
ing out such functions specified in section 232 shall be made pursuant
to the method prescribed by the Board of Trustees under paragraph
(4) of this subsection. After such determination has been made, the
Secretary of Health, Education, and Welfare shall certify to the
Managing Trustee the amounts, if any, which should be transfer-
red from one to any of the other of such Trust Funds and the amounts,
if any, which should be transferred between the Trust Funds (or
one of the Trust Funds) and the general fund in the Treasury, in
order to insure that each of the Trust Funds and the general fund in
the Treasury have borne their proper share of the costs, incurred
during such fiscal year, for the part of the administration of this
title, title XVI, and title XVIII for which the Secretary of Health,
Education, and Welfare is responsible and of carrying out the func-
tions of the Department of Health, Educaton, and Welfare, specified
in section 232, which relate to the administration of provisions of the
Internal Revenue Code of 1954 (other than those referred to in clause
(i) of the first sentence of subparagraph (A)). The Managing Trus-
tee is authorized and directed to transfer any such amounts in accord-
ance with any certification so made.1

(2) The Managing Trustee is directed to pay from time to time
from the Trust Funds into the Treasury the amount estimated by
him as taxes imposed under section 3101(a) which are subject
to refund under section 6113(c) of the Internal Revenue Code of
1954 with respect to wages (as defined in section 1426 of the Internal
Revenue Code of 1939 and section 3121 of the Internal Revenue Code
of 1954) paid after December 31, 1950. Such taxes shall be deter-
mined on the basis of the records of wages established and maintained
by the Secretary of Health, Education, and Welfare in accordance
with the wages reported to the Commissioner of Internal Revenue
pursuant to section 1420(c) of the Internal Revenue Code of 1939 and
to the Secretary of the Treasury or his delegate pursuant to subtitle F
of the Internal Revenue Code of 1954, and the Secretary shall furnish
the Managing Trustee such information as may be required by the
Trustee for such purpose. The payments by the Managing Trustee
shall be covered into the Treasury as repayments to the account for

I Subsection (g)(1) was amended by section 8(d) of Public Law 94-202. See also secUon
8(f) of Public Law 94-202 which appears in this document on page 77&
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refunding internal revenue collections. Payments pursuant to the first
sentence of this paragraph shill be made from the Federal Old-Age
and Survivors Insurance Trust Fund and the Federal Disability In-
surance Trust Fund in the ratio in which amounts were appropriated
to such Trust Funds under clause (3) of subsection (a) of this section
and clause (1) of subsection (b) of this section.

(3) Repayments made under paragraph (1) or (2) shall not be
available for expenditures but shall be carried to the surplus f und of
the Trasury. If it subsequently appears that the estimates under
either such paragraph in any particular period were too high or too
low, appropriate adjustments shall be made by the Managing Trustee
in future payments.

(4) The Board of Trustees shall prescribe before January 1, 1981,
the method of determining the costs which should be borne by the gen-
eral fund in the Treasury of carrying out the functions of the Depart-
iment of Health, Education, and Welfare, specified in section 232,
which relate to the administration of provisions of the Internal
Revenue Code of 1954 (other than those referred to in clause (i) of
the first sentence of paragraph (1)(A)). If at any time or times
thereafter the Boards of Trustees of such Trust Fund deem such
action advisable they may modify the method so determined.,

* (h) Benefit payments required to be made under section 223, and
benefit paymI-uents required to be made under subsection (b), (c), or
(d), of section 202 to individuals entitled to benefits on the basis
of the wages and self-emnployment income of an individual entitled to
disability insurance benefits, shall be made only from the Federal Dis-
ability Insurance Trust Fund. All other benefit payments required
to be made under this title (other than section 226) shall be made only
from the Federal Old-Age and Survivors Insurance Trust Fund.

(i) (1) The Managing Trustee of the Federl Old-Age and Survi-
vors Insuran.e Trust Fund, the Federal Disability Insurance Trust
Fund, the Federal Hospital Insurance Trust Fund. and the Federal
Supplementary Medical Insurance Trust Fund is authorized to ac-
r *t in behalf of the United States money gifts and bequests made
MI'Cu1(litionally to any one or more of such Trust Funds or to the
Department of hIealth, Education, and Welfare, or any part or officer
thereof, for the benefit of any of such Funds or any activity financed
through such Funds.

(2) Any such gift accepted pursuant to the authority granted in
paragraph (1) of this subsection shall be deposited in-

(A) the specific trust fund designated by the donor or
(B) if the donor has not so designated, the Federal Old-Age

and Survivors Insurance Trust Fund.

1 Par. (4) was added by see. 8 of P.L. 94-202. See also ae 8(e) of P.L 94-202 which Is
reprinted in this document on p. 773.
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* (j) There are authorized to be made available for expenditure,
out of the Federal Old-Age and Survivors Insurance Trust Fund, or
the Federal Disability Insuranie Trust Fund (as determined appro-
priate by the Secretary), such amounts as are required to pay travel
expenses, either on an actual coa-t or commuted basis, to individuals
for travel incident to medical examinations requested by the Secre-
tary in connection with disability determinations under this title,
and to parties. their replresentatives and all reasonably necessary
witnesses for travel within the United States (as defined in section
210(i) to attend reconsideration interviews and proceedings before
administrative law judges with respect to any determination under
this title. The amount available under the preceding sentence for
payment for air travel by any person shall not exceed the coach fare
for air travel between the points involved unless the use of first-
class accommodations is required (as determined under regulations
of the Secretary) because of such person's health condition or the
unavailability of alternative accommodations; and the amount avail-
able for payment for other travel by any person shall not exceed the
cost of travel (between the. points involved) by the most economical
and expeditious means of transportation appropriate to such person's
health condition, as specified in such regulations.

* (k) Expenditures made for experiments and demonstration proj-
ects under section 505(a) of the Social Security Disability Amend-
nents of 1980 shall be made from the Federal Disability Insurance
Trust Fund and the Federal Old-Age and Survivors Insurance Trust
Fund as determined appropriate by the Secretary.

SSubwee. (J) was added by see. 310 of P.I. 96-265.
Subse,. Mk) wa added by sea. 505 of P1..96-265.
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Old-Age and Survivors Insurance Benefit Payments

Old-Age Insurance Benefits

Sem. 209. (a) Every individual who-
(1) is a fully insured individual (as definLit in section 214(a)),
(2) has attained age 62, and
(3) has filed application for old-age insurance benefits or was

"entitled to disability insurance benefits for the month preceding
the month in which he attained the age of 65,

shall be entitled to an old-age insurance benefit for each month, be-
ginning with the first month after August 1950 in which such indi-
vidual becomes so entitled to such insurance benefits and ending with
the month preceding the month in which he dies. Except as provided
in subsection (q) and subsection (w), such individual's old-age insur-
ance benefit for any month shall be equal to his primary insurance
amount (as defined in section 215 (a)) for such month.

Wife's Insurance Benefits

(b) (1) The wife (as defined in section 216(b) ) and every divorced
A• wife (as defined in section 216(d)) of an individual entitled to old-age

or disability insurance benefits, if such wife or such divorced wife-
(A) has filed application for wife's insurance benefits,
(B) has attained age 62 or (in the case of a wife) has in her

care (individually or jointly with such individual) at the time of
filing such application a child entitled to a child's insurance beIne-
fit on the basis of the wages and self-employment income of such
individual,

(C) in the case of a divorced wife, is not married, and
(D) is not entitled to old-age or disability insurance benefits

or is entitled to old-age or disability insurance benefits based on
a primary insurance amount which ie less than one-half of the
primary insurance amount of such individual,

shall (subject to subsection (s)) be entitled to a wife's insurance bene-4• fit for each month beginning with the first month in which she becomes
so entitled to such insurance benefits and ending with the month pre-
ceding the first month in which any of the following occurs-

(E) she dies,
(F) such individual dies,
(G) in the case of a wife, they are divorced and either (i) she

has not attained age 62, or (ii) she has attained age 62 but
has not been married to such individual for a period of 10 years
immediately before the date the divorce became effective,.

I tSubparagraph (0) was amended by see. 337(b) of Public Law 95-216 effective an
specified In see. 337(c) which appears in this document on p. 811.

I



Revised April 1978

(H) in the case of a divorced wife, she marries a person other
than such individual,

(I) in the case of a wife who has not attained age 62, no chi'd
of such individual is entitled to a child's insurance benefit,

(J) she becomes entitled to an old-age or disability insurance
benefit based on a primary insurance amount which is equal to or
exceeds one-half of the primary insurance amount of such indi-
vidual, or

(K) such individual is not entitled to disability insurance bene-
fits and is not entitled to old-age insurance benefits.

(2) Except as provided in subsection (q) and paragraph (4) of this
sub:ection, such wife's insurance benefit for each month shall be equal
to one-half of the primary insurance amount of her husband (or, in
the case of a divorced wife, her former husband) for such month.,

(3) In the case of any divorced wife who marries-
(A) an individual entitled to benefits under subsection (f) or

(h), of this section, or
(B) an individual who has at-tained the age of 18 and is entitled

to benefits under subsection (d),
such divorced wife's entitlement to benefits under this subsection shall,
notwithstanding the provisions of paragraph (1) (but subject to sub-
section (s)), not be terminated by reason of such marriage; except
that, in the case of such a marriage to an individual entitled to bene-
fits under subsection (d). the preceding provisions of this paragraph
shall not apply with respect to benefit i for months after the last nionth
for which such individual is entitled to s;Ac. benefits under subsection
(d) unless he ceases to be so entitled by reason of his death.

(4) (A) The amount of a wiftes ".murance benefit for each month
as determined after application o-. the provisions of subsections (q)
and (k) shall be reduced (but itrt below zero) by an amount equal to
the amount of any monthly peric-dic benefit payable to such. wife (or
divorced wife) for such month which is based upon her earnings while
in the service of the Federal Government or any State (or political
subdivision thereof, as defined in section 213(b) (2)) if, on the last
day she was employed by such entity, such service did not constitute
"employment" as defined in section 210.

(B) For purposes of this paragraph, any periodic benefit which
otherwise meets the requirements of subparagrvph (A), but which
is paid on other than a monthly basis, shall be allocated on a basis
equivalent to a monthly benefit (as determined by the Secretary) and
such equivalent monthly benefit shall constitute a monthly periodic

I Paragraph (2) was amended by see. 334(a) of Public Law 95-216. effective as specified
in see. 334(f) and subject to the exception specified in see. 334(g). These subsections are
printed in this document on pages 809-810.
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benefit for purposes of subparagraph (A). For purposes of this sub-
paragraph, the term "periodic benefit'* includes a benefit payable in a
lump sum if it is a commutation of, or a substitute for, periodic pay-
nients.1

Husband's Insurance Benefit

(c) (1) The husband (as defined in section 216(f)) of an individual
entitled to old-age or disability insurance benefits, if such husband-

(A) has filed application for husband's insurance benefits,
(B) has attained age 62, and
(C) is not entitled to old-age or disability insurance benefits,

or is entitled to old-age or disability insurance benefits based on a
primary insurance amount which is less than one-half of the pri-
mary insurance amount of his wife,

shall be entitled to a husband's insurance benefit for each month,
beginning with the first month after August 19-0 in %%'Iicl hle be-
comues so entitled to such insurance benefits and ending with the month
preceding the month in which any of the following occurs: he dies,
his wife dies. they are divorced, or he beLcomes entitled to an old-age
or disability insurance benefit, based on a priniary insurance amount
which is equal to or exceeds one-half of the primary insurance amount
of his wife, or his wife is not entitled to disability insurance benefits
and is not entitled to old-age insurance benefits.,

(2) (A) The amount of a husbands insurance benefit for each month
as determined after application of the provisions of subsections (q)
and (k) shall be reduced (but not below zero) by an amount equal to
the amount of any monthly periodic benefit payab!e to such husband
for such month which is based upon his earnings while in the service
of the Federal Government or any State (or political subdivision
thereof, as defined in section 218(b) (2)) if. on the last day he was
employed by such entity, such service did not constitute employmente"
as defined in -ection 210.

(B) For purposes of this paragraph. any periodic benefit which
otherwise meets the requirements of subparagraph (A), but which
is paid on other than a monthly basis, shall be allocated on a basis
equivalent to a monthly benefit (as determined by the Secretary) and
such equivalent monthly benefit shall constitute a monthly periodic
benefit for purposes of subpar agraph (A). For purposes of this sub-
paragraph, the term "-periodic benefit" includes a benefit payable in a
lump sum if it is a comnmutation of, or a substitute for, periodic
payments.

I Paragraph (4) was added by see. 334(a) of Public Law 95-216. effective as specified in
see. 334(f) and subject to the exception specified in sec. 334(g). These subsections are
printed In this document on pages 809-810.
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(3) Except as provided in subsection (q) and paragraph (2) of this
subsection, such husband's insurance benefit for each month shall be
equal to one-half of the primary insurance amount of his wife for
such month.1

Child's Insurance Benefits

(d) (1) Every child (as defined in section 216(e)) of an individual
entitled to old-age or disability inmuiance benefits, or of an individual
who dies a fully or currently insured individual if such child-

(A) has filed application for child's insurance benefits,
(B) at the time such application was filed was unmarried and

(i) either had not attained the age of 1S or was a full-timie student
and had not attained the age of 22, or (ii) is under a disability (as
defined in section 223(d)) which began before lie attained the
age of 22, and

(C) was dependent upon such individual-
(i) if such individual is living, at the time such application

was filed,
(ii) if such individual has died, at. the time of such death,

or

ISuhbection (c) was amended (in paragraphs (1). t2), and (3)) by see. 334(b) of
Puldlic lIw 95- 216 effective is specified in ,ec. :134(f) and subject to the exception .pedl-

Sfled In bee. 334tg). These ubsectLious are printed in this document on pages 809-bO.
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(iii) if such individual had a period of disability which
continued until he became entitled to old-age or disability
insurance benefits, or (if lie has died) until the month of his
death, at the beginning of such period of disability or at the
time lie became entitled to such benefits,

shall be entitled to a child's insurance benefit for each month. begin-
ning with the first month after August 1950 in which such child be-
comes so entitled to such insurance benefits and ending with the month
preceding which ever of the following first occurs-

(D) the month in which such child dies, or marries,
(E) the month in which such child attains the age of 18. but

only if he (i) is not under a disability (as so defined) at the time
he attains such age. and (ii) is not a full-time student during any
part of such month.

(F) if such child was not under a disability (as so defined)
at the time lie attained the age of 18, the earlier of-

(i) the first nionth during no part of which lie is a full-
time student, or

(ii) the month in which he attains the age of 22,
but only if he was not under a disability (as so defined) in such
earlier month; or

(G) if such child was under a disability (as so defined) at
the time he attained the age of 1S, or if he was not under a dis-
ability (as so defined) at such time but was under a disability
(as so defined) at or prior to the time he attained (or would at-

tain) the age of 22. or, subject to section 223(e), the termination
month (and for purposes of this s!,bparagraph, the termination
month for any individual shall be the third month following
the month in which his dlisal-ility cea.-es: except that. in the case
of an individual who has a period of trial work which ends as
determined by application of section '222 (c) (4) (A), the termina-
tionn month shall be. the earlier of (I) the third month following
the earliest month after the end of such period of trial work
with respect. to which such individual is determined to no longer
be suffering from a disabling physical or mental imn)airment, or
(II) the third month following the earliest month in which such
individual engages or is determined able to engage in substantial
gainful activity, but in no event earlier than the first month
occurring after the 15 months following such period of trial work
in which he engages or is determined able to engage in substantial
gainful activity, or (if later) the earlier of-

(III) the first month during no part of which lie is a full-
time student, or
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(IV) the month in which he attains the age of 22,
but only if he was not under a disability (as so defined) in such
earlier month.'

Entitlement of any child to benefits under this subsection on the basis
of the wages and self-employment income of an individual entitled to
disability insurance benefits shall also end with the month before the
first month for which such individual is not entitled to such benefits
unless such individual is, for such later month. entitled to old-age in-
surance benefits or unless he dies in such month. No payment under
this paragraph may be made to a child who would not meet the defini-
tion of disability in section 223(d) except for paragraph (1) (B)
thereof for any month in which he engages in substantial gainful
activity.

(2) Such child's insurance benefit for each month shall, if the indi-
vidual on the basis of whose wages and self-employment income the
child is entitled to such benefit has not died prior to the end of such

I Subpar. (G) was amended by bec. 363 of P.L. 96-265, effective December 1980.
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month, be equal to one-half of the primary insurance amount of such
individual for such month. Such child's insurance benefit for each
month shall, if such individual has died in or prior to such month, be
equal to three-fourtls of the primary insurance amount of such in-
dividual.

(3) A child shall be deemed dependent upon his father or adopting
father or his mother or adopting mother at the time specified in para-
graph (1) (C) unless, at such time, such individual was not living
with or contributing to the support of such child and-

(A) such child is neither the legitimate nor adopted child of
such individual, or

(B) such child has been adopted by some other individual.
For purposes of this paragraph, a child deemed to be a child of a fully
or currently insured individual pursuant to section 216(h) (2) (B) or
section 216(h) (3) shall be deemed to be the legitimate child of such
individual.

(4) A child shall be deemed dependent upon his stepfather or step-
mother at the time specified in paragraph (1) (C) if, at such time,
the child was living with or was receiving at least one-half of his sup-
port from such stepfather or stepmother.

(5) In the case of a child who has attained the age of eighteen and
who marries-

(A) an individual entitled to benefits under subsection (a), (b),
(e), (f), (g), or (h) of this section or under section 223(a), or

(B) another individual who has attained the age of eighteen
and is entitled to benefits under this subsection,

such child's entitlement to benefits under this subsection shall, not-
withstanding the provisions of paragraph (1) but subject to subsec-
tion (s), not be terminated by reason of such marriage; except that,
in the case of such a marriage to a male individual entitled to benefits
tinder section 223(a) or this subsection, the preceding provisions of
this paragraph shall not apply with respect to benefits for months
after the last month for which such individual is entitled to such bene-
fits under section 2"23(a) or this subsection unless (i) he ceases to be
so entitled by reason of his death, or (ii) in the case of an individual
who was entitled to benefits under section 223(a), he is entitled, for
the month following such last month, to benefits under subsection (a)
of this section.

(6) A child whose entitlement to child's insurance benefits on the
basis of the wages and self-employment income of an insured indi-
vidual terminated with the month preceding the month in which such
child attained the age of 18, or with a subsequent month, may again
become entitled to such benefits (provided no event specified in para-
graph (1) ()) has occurred) beginning with the first month there-
after in which he-
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* (A) (i) is a full-time student or is under a disability (as defined
in section 223(d)). and (ii) had not attained the age of 22, or

(B) is under a disability (as so defined) which began before
the close of the 84th month following the month in which his
most recent entitlement to child's insurance benefits terminated
because lie ceased to be under such disability,

but only if lie has filed application for such reentitlement. Such reen-
titlement shall end with the month preceding whichever of the follow-
ing first occurs:

(C) the first month in which an event specified in paragraph
(1) (D) occurs;

(D) the earlier of (i) the first month during no part of which
he is a full-tOne student, or (ii) the month in which lie attains the
age of 22, but only if he is not under a disability (as so defined)
in such earlier month; or

(E) if lie was under a disability (as so defined), the third month
following the month in which he ceases to be under such dis-
ability or (if later) the earlier of-

(i) the first month during no part of which lie is a full-
time student, or

(ii) the month in which he attains the age of 22.
O (7) For the purposes of this subsection-

(A) A "full-time student" is an individual who is in full-time
attendance as a student at an educational institution, as deter-
mined by the Secretary (in accordance with regulations pre-
scribed by him) in the light of the stani(lards and practices of the
institutions involved, except that no individual shall be considered
a "full-time student" if lie is paid by his employer while attend-
ing an educational institution at the request, or pursuant to a re-
quireinent, of his employer. An individual shall not be considered
a "full-time student" for the purpose of this secLion while that
individual is confined in a jail, prison, or other penal institution or
correctional facility, pursuant to his conviction of an otrense (com-
muitted after the date of the enactment of this paragraph) which
constituted a felony under applicable law.1

(B) Except to the extent provided in such regulations, an
individual shall be deemed to be a full-time student during any
period of nonattendance at an educational institution at which
he has been in full-time attendance if (i) such period is 4 calendar
months or less, and (ii) lie shows to the satisfaction of the Secre-
tary that he intends to continue to be in full-time attendance at
an educational institution immediately following such period. An. t This sentence was added to subpar. (A) by sec. 5(b) of P.L. 9"-473.

r 4
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individual who does not meet the requirement of clause (ii) with
respect to such period of nonattendance shall be deeitied to have
met such requirement (as of the IXbginning of such period) if he
is in full-time attendance at an educational institution immedi-
ately following such period.

(C) An "educational institution" is (i) a school or college or
university operated or directly supported by the United States,
or by any State or local government or political subdivision there-
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of, or (ii) a school or college or university which hrs been ap-
proved by a State or accredited by a State-recognized or
nationally-recognized accrediting agency or body, or (iii) a non-
accredited school or college or university whose credits are ac-
cepted, on transfer, by not less than three institutions which are
so accredited, for credit on the same basis as if transferred from
an institution so accredited.

(D) A child who attains age 22 at a time when he is a full-time
student (as defined in subparagraph (A) of this paragraph and
without the application of subparagraph (B) of such paragraph)

j but has not (at such time) completed the requirements for, or
received, a degree from a four-year college or university shall be
deemed (for purposes of determining whether his entitlement to
benefits under this subsection has terminated under paragraph
(1) (F) and for purposes of determining his initial entitlement
to such benefits under clause (i) of paragraph (1) (B)) not to

* have attained such age until the first day of the first month fol-
lowing the end of the quarter or semester in which he is enrolled
at such time (or, if the educational institution (as defined in this

Slparagraph) in which he is enrolled is not operated on a quarter
or semester system, until the first day of the first month following
the completion of the course in which he is so enrolled or until

&the first day of the third month beginning after such time, which-
ever first occurs).

(8) In the case of-
-i (A) An individual entitled to old-age insurance benefits (other

than an individual referred to in subparagraph (B)), or
(B) an individual entitled to disability insurance benefits, or

an individual entitled to old-age insurance benefits who was
entitled to disability insurance benefits for the month preceding
the first month for which he was entitled to old-age insurance
benefits,

a child of such individual adopted after such individual became en-
titled to such old-age or disability insurance benefits shall be deemed
not to meet the requirements of clause (i) or (iii) of paragraph (1)
(C) unless such child-

* (C) is the natural child or stepchild of such individual (in-
eluding such a child who was legally adopted by such individual),
or

(D) (i) was legally adopted by such individual in an adoption
decreed by a court of competent jurisdiction within the United
States,

(ii) was living with such individual in the United States and
receiving at least one-half of his support from such individual
(I) if he is an individual referred to in subparagraph (A), for
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* the year immediately before the month in which such individual
became entitled to old-age insurance benefits or, if such individual
had a period of disability which continued until he had become
entitled to old-age insurance benefits, the month in which sucii
period of disability began, or (II) if he is an individual referred
to in subparagraph (B), for the year immediately before the
month in which began the period of disability of such individual
which still exists at the time of adoption (or, if such child was
adopted by such individual after such individual attained age 65,
the period of disability of such individual which existed in the
month preceding the month in which he attained age 65), or the
month in which such individual became entitled to disability
insurance benefit, or (III) if lie is an individual referred to in
either subparagraph (A) or subparagraph (B) and the child is
the grandchild of such individual or his or her spouse, for the year
immediately before the month in which such child files his or her
application for child's insurance benefits, and

(iii) had not attained the age of 18 before he began living
with such individual.

In the case of a child who was born in the one-year period during
which such child must have been living with and receiving at least

* one-half of his support from such individual, such child shall be
deemed to meet such requirements for such period if, as of the close
of such period, such child has lived with such individual in the United
States and received at least one-half of his support from such indi-
vidual for substantially all of the period which begins on the date of
birth of such child.

(9) (A) A child who is a child of an individual under clause (3)
of the first sentence of section 216(e) and is not a child of such indi-
vidual under clause (1) or (2) of such first sentence shall be deemed
not to be dependent on such individual at the time specified in sub-
paragraph (1) (C) of this subsection unless (i) such child was liv-
ing with such individual in the United States and receiving at least
one-half of his support from such individual (I) for the year iinnie-
diately before the month in which such in Eividual became entitled to
old-age insurance benefits or disability insurance benefits or died, or
(II) if such individual had a period of disability which continued
until he had become entitled to old-age insurance benefits, or disability
insurance benefits, or died, for the year immediately before the nionth
in which such period of disability began, and (ii) the period during
which such child was living with such individual began before the
child attained age 18.

* (B) In the case of a child who was born in the one-year period dur-
ing which such child must have been living with and receiving at least
one-half of his support from such individual, such child shall be

35



Sec. 202(d)

deemed to meet such requirements for such period if, as of the close
of such period, such child has lived with such individual in the United
States and received at least one-half of his support from such indi-
vidual for substantially all of the period which begins on the date of
such child's birth.

Widow's Insurance Benefits
(e) (1) The widow (as defined in section 216(c)) and every surviv-

ing divorced wife (as defined in section 216(d)) of an individual who
died a fully insured individual, if such widow or such surviving di-
vorced wife-

(A) is not married,
(B) (i) has attained age 60, or (ii) hias attained age 50 but has

not attained age 60 and is under a disability (as defined in sec-
tion 223(d)) which began before the end of the period specified
in paragraph (5),

(C) (i) has filed application for widow's insurance benefits, or
was entitled to wife's insurance benefits. on the basis of the
wages and self-employment income of such individual, for the
niontli preceding the nionwth in which he died. and (I) has attained
age 65 or (IT) is not entitled to benefits under subsection (a) or
section 223. or

(ii) was entitled. on the basis of such wages and self-employ-
nient income, to niotber's insurance be-nefits for the month pre-
ceding the month in which she attained acre 65, and

(1)) is not entitled to old-age insurance benefits or is entitled
to (ld-agre insurance benefits each of which is less than the pri-
mary insurance amount of such deceased individual, slhall be
entitled to a widow's insurance benefit for each month, beginning
with-

(E) if she satisfies subparagraph (B) by reason of clause (i)
thereof, the first month in which she becomes so entitled to such
insurance benefits, or

(F) if she satisfies subparagraph (B) by reason of clause (ii)
thereof-

(i) the first month after her waiting period (as defined in
paragraph (6)) in which she becomes so entitled to such
insurance benefits, or

(ii) the first month during all of which she is under a dis-
ability and in which she becomes so entitled to such insurance
benefits, but only if she was previously entitled to insurance
benefits under this subsection on the basis of being under a
disability and such first month occurs (I) in the period
specified in paragraph (5) and (II) after the month in j
which a previous entitlement 'o such benefits on such basis I
terminated,
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*and ending with the month preceding the first month in which any
of the following occurs: she remarries, dies, becomes entitled to an
old-age insurance benefit equal to or exceeding the primary insur-
ance amount of such deceased individual, or, if she became entitled to
such benefits before she attained age 60, subject to section 2-3(e). the
termination month (unless she attains age 65 on or before the last day
of such termination iontith). For purpo.'s of the preceding sentence.
the termination nionth for any individual shall be the third iaionth fol-
lowing the month in which her disability cease-s; except. that, in the case
of an individual who has a period of trial work which ends as deter-
mined by application of action 222(c) (4) (A). the termination nionth
shall be the earlier of (I) the third month following the earliest month
after the end of suci period of trial work with respect to which .such in-
dividual is determined to no longer be suffering from a disabling phy-
sical or mental inmpairnent, or (11) the third nionth following the
earliest month in which such individual engages or is determined able
to engage in substantial gainful activity, but in no event earlier than
the first month occurring after the 15 months following such period of
trial work in which he engages or is determined able to engage in sub-
stantial gainful activity.'

(2) (A) Except as provided in subsection (q), paragraph (8) of this
suubsection, and subparagraph (B) of this paragraph, such widow's
insurance benefit for each month shall be equal to the primary insur-
ance amount (as determined after application of the following sen-
tence) of such deceased individual. If such deceased individual was
(or upon application would have been) entitled to an old-age insur-
ance benefit which was increased (or subject to being increased) on
account of delayed retirement under the provisions of subsection (w).
then, for purposes of this subsection, such individual's primary insur-
ance ariount, if le•s than the old-age insurance benefit (increased,
where applicable. under section 215(f) (5) or (6) and under section
215(i) as if such individual were still alive in the case of an individual
who has died) which he was receiving (or would upon application
have received) for the month prior to the month in which he died,
shall he deenied to be equal to such old-age insurance lbe nefit. and
(notwith.standing the provisions of paragraph (3) of such subsection
(w) the number of incretnent months shall include any nionth in tile
monthh' of the calendar year in whiich he died. prior to the month in
which lie died, which satisfy the tooditions in paragraph (2) of such
subsection (w) .

(B) If the deceased individual (on the basis of whose wages and
self-employment income a widow or surviving divorced wife is en-

* 'See. 202(e) (II was amended by .-ec. 303 of P.L. 11)6-265- effective December 1.%,0.
2 Subpar. (A) %as amended by see. 204(a). effective for months after May 1978 and by

becs. 334(c)(1) and 336(a)(1) of P.L 95-216. The amendment made by see. 336(a) (1) is
effective as specified in see. 336(c) which is printed in this document on p. 811.
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tled to widow's insurance benefits under this subsection) was, at any'6me, entitled to an old-age insurance benefit which was reduced by
reason of the application of subsection (q), the widow's insurance
benefit of such widow or surviving divorced wife for any month shall,
if the amount of the widow's insurance benefit of such widow ar sur-
vivingl divorced wife (as determined under subparagraph (A) and
after application of subsection (q)) is greater than-

(i) the amount of the old-age insurance benefit to which such
deceased individual would have been entitled (after application
of substation (q)) for such month if such individual were stidl
living and section 215(f) (5) or (6) were applied, where appli-
cable, and I

S.ubpar. (B)(1) was amended by see. 204tb) of P.L. 05-216 and by see. C1(a) of I'.L
'JG-473.
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(ii) 821 percent of the primary insurance amount of such de-9
ceased individual,

be reduced to the amount referred to in clause (i), or (if greater) the
amount referred to in clause (ii).

(3) If a widow, before attaining age 60, or a surviving divorced
wife, marries-

(A) an individual entitled to benefits under subsection (f) or
(h) of this section, or

(B) an individual who has attained the age of eighteen and is
entitled to benefits under subsection (d),

such widow's or surviving divorced wife's entitlement to benefits under
this subsection shall, notwithstanding the provisions of paragraph (1)
but subject to subsection (s), not be terminated by reason of such
marriage; except that, in the case of such a marriage to an individual
entitled to benefits under subsection (d), the preceding provisions of
this paragraph shall not apply with respect to benefits for months
after the last month for which such individual is entitled to such bene-
fits under subsection (d) unless he ceases to be so entitled by reason
of his death.1

(4) If a widow, after attaining age 60, marries, such marriage shall,
for purposes of paragraph (1), be deemed not to have occurred.'

(5) The period referred to in paragraph (1) (B) (ii), in the case
of any widow or surviving divorced wife, is the period beginning with W
whichever of the following is the latest:

(A) the month in which occurred the death of the fully in-
sured individual referred to in paragraph (1) on whose wages
and self-employment income her benefits are or would be based,
or

(B) the last month for which she was entitled to mother's in-
surance benefits on the basis of the wages and self-employment
income of such individual, or

(C) the month in which a previous entitlement to widow's in-
surance benefits on the basis of such wages and self-employment
income terminated because her disability had ceased,

and ending with the month before the month in which she attains age
60, or, if earlier, with the close of the eighty-fourth month following
the month with which such period began.

(6) The waiting period referred to in paragraph (1) (F), in the
case of any widow or surviving divorced wife, is the earliest period of
five consecutive calendar months-

' Paragraph (3) was amended by sec. 336(a) (2) of Public Law 95-216 effective as spec-
ified in see. 336(c) which Is printed In this document on p. 811.2 Paragraph (4) %%as amended by sec. 336(b) (2) of Public Law 95-216 effective as spec-Ified in see. 336(c) which is printed in this document on p. 811. (In general, the amend-
ment Is effective January 1979.)
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(A) throughout which she has been under a disability, and
W (B) which begins not earlier than with whichever of the fol-

lowing is the later: (i) the first day of the seventeenth month
before the month in which her application is filed, or (ii) the first
day of the fifth month before the month in which the period
specified in paragraph (5) begins.

(7) In the case of an individual entitled to monthly insurance
benefits payable under this section for any month prior to January
1973 whose benefits were not redetermined under section 102(g) of
the Social Security Amendments of 1972, such benefits shall not be
redetermined pursuant to such section, but shall be increased pursuant
to any general benefit increase (as defined in section 215(i) (3)) or any
increase in benefits made under or pursuant to section 215(i), includ-
ing for this purpose the increase provided effective for March 1974,
as though such redetermination had been made.

(8) (A) The amount of a widow's insurance benefit for each month
as determined (after application of the provisions of subsections (q)
and (k), paragraph (2) (B), and paragraph (4)) shall be reduced
(but not below zero) by an amount equal to the amount of any monthly
periodic benefit payable to such widow (or surviving divorced wife)
for such month which is based upon her earnings while in the service
of the Federal Government or any State (or any political subdivision
thereof, as defined in section 218(b) (2)) if, on the last (lay she was
employed by such entity, such service did not constitute "eemployment"
as defined in section 210.

(B) For purposes of this paragraph, any periodic bene£t which
otherwise meets the requirements of subparagraph (A), but which is
paid on other than a monthly basis, shall be allocated on a basis equiva-
lent to a monthly benefit (as determined by the Secretary) and such
equivalent monthly benefit shall constitute a monthly periodic benefit
for purposes of subparagraph (A). For purposes of this subpara-
graph, the term "periodic benefit" includes a benefit payable in a
lump sum if it is a commutation of, or a substitute for, periodic
payment&.

Widower's Insurance Benefits

(f) (1) The widower (as defined in section 216(g) ) of an individual
who died a fully insured individual, if such widower-

(A) has not remarried,
(B) (i) has attained age 60, or (ii) has attained age 50 but has

not attained age 60 and is under a disability (as defined in section
223(d)) which began before the end of the period specified in
paragraph (6),

* 1 Paragraph (8) was added by see. 334(c) (2) of Public Law 95-216. effective as. ,I.xcitied
In see. 334(tf) and subject to th e exception s•lecitied In bec. 334(g). These subsections are
printed in this document on pp. 809 -810.
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(C) has filed application for widower's insurance benefits or/
was entitled to husband's insurance benefits, on the basis of thelW
wages and self-employment income of such individual, for the
month preceding the month in which she died. and (I) has at-
tained age 65 or (II) is not entitled to benefits under subsection
(a) or section 223,

(D) is not entitled to old-age insurance benefits, or is entitled
to old-age insurance benefits each of which is less than the pri-
mary insurance amount of his deceased wife,

shall be entitled to a widower's insurance benefit for each month, be-
ginning with-

(E) if he satisfies subparagraph (B) by reason of clause (i)
thereof, the first month in which he becomes so entitled to such
insurance benefits, or

(F) if he satisfies subparagraph (B) by reason of clause (ii)
thereof--

(i) the first month after his waiting period (as defined in

paragraph (7)) in which he becomes so entitled to such in-
surance benefits, or

(ii) the first month (luring all of which he is under a dis-
ability and in which he becomes so entitled to such insurance
benefits, but only if lie was previously entitled to insurance
benefits under this subsection on the basis of being under a
disability and such first month occurs (I) in the period
specified in paragraph (6) and (II) after the month in
which a previous entitlement to such benefits on such basis
terminated,

and ending with the month preceding the first month in which any of
the following occurs: he remarries, dies, or becomes entitled to an old-
age insurance benefit equal to or exceeding the primary insurance
amount of his deceased wife, or, if he became entitled to such benefits
before he attained age 60, subject to section 223(e), the termination
month (unless lie attains age 65 on or before the last day of such
termination month). For purposes of the preceding sentence, the termi-
nation month for any individual shall be the third month following
the month in which his disability ceases; except that, in the case of an
individual who has a period of trial work which ends as determined
by application of section 222(c) (4) (A), the termination month shall
be the earlier of (I) the third month following the earliest month
after the end of such period of trial work with respect to which such
individual is determined to no longer be suffering from a disabling
physical or mental impairment, or (II) the third month following 0
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dLe earliest month in which such individual engages or is determined
Mle to engage in substantial gainful activity, but in no event earlier

than the first month occurring after the 15 months following such
period of trial work in which he engages or is determined able to
engage in substantial gainful activity.'

(2) (A) The amount of widower's insurance b•.nefit for each
month (as determined after application of the provisions of subsec-
tions (k) and (q), paragraph (3) (B). and para1graph (5)) shall be
reduced (but not below zero) by an ainount. equal to the amount of
any monthly periodic benefit payable to such widower for such month
which is based upon his earnings while in the •,ervice of the Federal
Government. or any State (or anuy political subdivision thereof, as
defined in section 218(b) (2)) if. on the last day he was employed by

I Par. (1) was amended bty see. 334td) (1)of P.L. 95-216 and (effective December 19si Ioy
see. 303 of P.L 9W-265.
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* ich entity, such service did not constitute "employment" as defined in
ction 210.
(B) For purposes of this paragraph, any periodic benefit which

otherwise meets the requirements of subparagraph (A), but which is
paid on other than a monthly basis, shall be allocated on a basis equiv-
alent to a monthly benefit (as determined by the Secretary) and such
equivalent monthly benefit shall constitute a monthly periodic benefit
for purposes of subparagraph (A). For purposes of this subpara-
graph, the term "periodic benefit" includes a benefit payable in a lump
sum if it is a commutation of, or a substitute for, periodic payments.'

(3) (A) Except as provided in subsection (q), paragr tph (2.), of
this subsection, and subparagraph (B) of this paragraph, such wid-
ower's insurance benefit for each month shall be equal to the primary
insurance amount (as determined after application of the following
sentence) of his deceased wife. If such deceased individual was (or
upon application would have been) entitled to an old-age insurance
benefit which was increased (or subject to being increased) on account
of delayed retirement under the provisions of subsection (w), then,
for purposes of this subsection, such individual's primary insurance
amount, if less than the old-age insurance benefit (increased, where
applicable, under section 215(f) (5) or (6) and under section 215(i)

s if such individual were still alive in the case of an individual who
as died) which she was receiving (or would upon application have

received) for the month prior to the month in which she died, shall be
deemed to be equal to such old-age insurance benefit, and (notwith-
standing the provisions of paragraph (3) of such subsection (w)) the
number of increment months shall include any month in the months
of the calendar year in which she died, prior to the month in which
she died, which satisfy the conditions in paragraph (2) of such sub-
section (w).2

(B) If the deceased w;fe (on the basis of whose wages and self-
employment income a widower is entitled to widower's insurance bene-
fits under this subsection) was, at any time, entitled to an old-age
insurance benefit which was reduced by reason of the application of
subsection (q), the widower's insurance benefit of such widower for
any month shall, if the amount of the widower's insurance benefit of
such widower (as determined under suLparagraph (A) and after ap-
plication of subsection (q)) is greater than-

(i) the amount of the old-age insurance benefit to which such
deceased wife would have been entitled (after application of sub-

'Paragraph (2) was amended by see. 334(d) (2) of Public Law 95-216 effective as speci-
fled in see. 334(f) &nd subject to the exception specified in sec. 334(g). These subsections
,re printed in this document on pp. S09-810.

SP'aragraph (3)(A) was amended by see. 204(c) of Public Law 95-216 effective for
W ,months after May 1978. Paragraph (3) (A) was also amended by sec. 334(d) (3) and sec.

336(b)(1) of Public Law 95-216.
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section (q)) for such month if such wife were still living and
section 215(f) (5) or (6) were applied, where applicable,; aan

(ii) 821/i percent of the primary insurance amount of such de-
ceased wife;

be reduced to the amoulit referred to in clause (i), or (if greater) the
amount referred to in clause (ii).1

(4) If a widower, before attaining age 60, rernarries--
(A) an individual entitled to benefits under subsection (b),

(e), (g), or (h), or
(B) an individual who has attained the age of eighteen and is

entitled to benefits under subsection (d),
su1ch widower's entitlement to benefits under this subsection shall,
notwithstanding the provisions of paragraph (1) but subject to sub-
section (s), not be terminated by reason of such marriage.2

(5) If a widower, after attaining the age of 60, marries, such
marriage shall, for purposes of paragraph (1), be deemed not to
have occurred. 3

(6) The period referred to in paragraph (1) (B) (ii), in the case
of any widower, is the period beginning with whichever of the follow-
ing is the latest:

(A) the month in which occurred the death of the fully in-
sured individual referred to in paragraph (1) on whose wage:
and self-employment income his benefits are or would be based, oi

(B) the month in which a previous entitlement to widower*$
insurance benefits on the basis of such wages and self-employ-
ment income terminated because his disability had ceased,

and ending with the month before the month in which he attains age
60, or, if earlier, with the close of the eighty-fourth month following
the month with which such period began.

(7) The waiting period referred to in Far.'graph (1) (F), in the
case of any widower, is the earliest period of five consecutive calendar
months-

(A) throughout which he has been under a disability, and
(B) which begins not earlier than with whichever of the fol-

lowing is the later: (i) the first day of the seventeenth month
before the month in which his application is filed, or (ii) the
first day of the fifth month before the month in which the period
specified in paragraph (6) begins. 4

(8) In the case of an individual entitled to monthly insurance
benefits payable under this section for any month prior to January

I Paragraph (3) was amended by sec. 204(d) of Public Law 95-216 effective for months
after May 1978. The vi.nana preceding the semlcolon is a technical error.

- Paragraph (4) was amended by see. 336(b)(2) of Public Law 95-216.
3 I'aragrarih (G) was amended by sec. 336(b)(3) of Public Law 95-216 effective as

specified in sec. 336(e) which Is printed in this doument on p. 811. a
'Paragraph (7) was amended by see. 334td)(4)(A) of Public Law 95-216.
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*S 1973 whose benefits were not redetermined under section 102(g) of
the Social Security Amendments of 1972., such benefits shall not be
redetermined pursuant to such section, but shall be increased pursuant
to any general benefit increase (as defined in section 215 (i) (3)) or any
increase in benefits made under or pursuant to section 215(i), includ-
ing for this purpose the increase provided effective for March 1974,
as though such redetermination had been made.

Mother's Insurance Benefits

(g) (1) The widow and every surviving divorced mother (as de-
fined in section 216(d)) of an individual who died a fully or currently
insured individual, if such widow or surviving divorced mother-

(A) is not married,
(B) is not entitled to a widow's insurance benefit,
(C) is not entitled to old-age insurance benefits, or is entitled

to old-age insurance benefits each of which is less than three-
fourths of the primary insurance amount of such individual,

(D) has filed application for mother's insurance benefits, or was
entitled to wife's insurance benefits on the basis of the wages and
self-employment income of such individual for the month pre-
ceding the month in which he died,

(E) at the time of filing such application has in her care a child
of such individual entitled to a child's insurance benefit, and

(F) in the case of a surviving divorced mother-
(i) the child referred to in subparagraph (E) is her son,

daughter, or legally adopted child, and
(ii) the benefits referred to in such subparagraph are pay-

able on the basis of such individual's wages and self-employ-
ment income,

shall (subject to subsection (s)) be entitled to a mother's insurance
benefit for each month, beginning with the first month after August
1950 in which she becomes so entitled to such insurance benefits and
ending with the month preceding the first month in which any of the
following occurs: no child of such deceased individual is entitled to a
child's insurance benefit, such widow or surviving divorced mother be-
comes entitled to an old-age insurance benefit equal to or exceeding
three-fourths of the primary insurance amount of such deceased in-
dividual, she becomes entitled to a widow's insurance benefit, she re-
marries, or she dies. Entitlement to such benefits shall also end, in the
case of a surviving divorced mother, with the month immediately pre-
ceding the first month in which no son, daughter, or legally adopted
child of such surviving divorced mother is entitled to a child's insur-
ance benefit on the basis of the wages and self-employment income

* of such deceased individual.

64-566 3 - 80 - 5
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(2) Except as provided in paragraph (4) of this subsection, such
ijiotliers insurance benefit for each month shall be equal to three-
fourths of the primary insurance amount of such deceased individual.I

(3) In the ca:e of a widow or :urviving (livorce•d mother who mar-
rie=----

(A) an individual entitled to benefits under subsection (a),
(f). or (hi), or under .-ection 223(a), or

(B) an individual who lias attained the age of eighteen and is
e(lt it led to benefits under subsection (d),

the (entitlenient of :uch widlow or surviving divorced another to benefits
tilikler this sui)section .-hall, notwithstanding the provisions of para-
grallph (1) but sub-ject to :ubsection (s), not. be terminated by reason
of s•ch] marriage: except that. in the case of sutch a marriage to an
individual entitled to benefits under section 223(a) or subsection (d)
of this .-4ection, tie precedin.g provisioJIs of this paragraph sliall not
apply with respect to benefits for months after the last month for
which such individual is entitled to such benefits under section 223(a)
or subl.-tction (d) of this section unless (i) lie cea.ses to be so entitled
by reason of his death, or (ii) in the case of an individual wlho was
eOntitled to benefits under section 223(a), lie is entitled, for the month
following such last onouth, to benefits under subsection (a) of this
action.

(4) (A) The antount of a mother's insurance benefit for each
month to which any individual is entitled under this subsection (as
determined after application of subsection (k)) shall be reduced
(but not below zero) by an amount equal to the amount of any
monthly periodic benefit payable to such individual for such month
which is based upon such individual's earnings while in the service
of the Federal Goveimnent or any State (or political subdivision
thereof, as defined in section 218(b)(2)) if, on the last day such
individual was employed by such entity, such service did not con-
stitute -'emn)loymlent'" as defined in section 210.

(13) For purposes of this paragraph, any periodic benefit which
otherwise meets the requirements of subparagraph (A), but which
is paid on other than a monthly basis, shall be allocated on a basis
equivalent to a monthly benefit (as determined by the Secretary)
and such equivalent monthly benefit shall constitute a monthly
periodic benefit for purposes of subparagraph (A). For purposes
of this subparagraph, the term --periodic benefit" includes a benefit
payable in a lulip sum if it is a commutation of, or a substitute
for, periodic payments.,

I paragraphh (2) was amended and paragraph (4) was added by see. 334(e) of Public
Law !)5-216 effective us specified In s'c. 3341f) and subject to the exception specified In
see. 334(g). These subsections are printed In this document on pp. 80o-810.
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Parent's Insurance Benefits

(h) (1) Every parent (as defined in this subsection) of an individual
who died a fully insured individual if such parent-

(A) has attained age 62,
(B) (i) was receiving at least one-half of his support from such

individual at the time of such individual's death or, if such indi-
vidual had a period of disability which did not end prior to the
month in which he died, at the time such period began or at the
time of such death, and (ii) filed proof of such support within
two years after the date of such death, or, if such individual had
such a period of disability, within two years after the month in
which such individual filed application with respect to such period
of disability or two years after the date of such death, as the case
may be,

(C) has not married since such individual's death,
(D) is not entitled to old-age insurance benefits, or is entitled

to old-age insurance benefits each of which is less than 821/2 per-
cent of the primary insurance amount of such deceased individual
if the amount of the parent's insurance benefit for such amount is
determinable under paragraph (2) (A) (or 75 percent of such
primary insurance amount in any other case), and

(E) has filed application for parent's insurance benefits,
shall be entitled to a parent's insurance benefit for each month begin-
ning with the first month after August 1950 in which such parent
becomes so entitled to such parent's insurance benefits and ending with
the month preceding the first month in which any of the following
occurs: such parent dies, marries, or becomes entitled to an old-age
insurance benefit equal to or exceeding 821,/ percent of the primary
insurance amount of such deceased individual if the amount of the
parent's insurance benefit for such month is determinable under para-
graph (2) (A) (or 75 percent of such primary insurance amount in
any other case).

(2) (A) Except as provided in subparagraphs (B) and (C), such
parent's insurance benefit for each month shall be equal to 8"21/2 per-
cent of the primary insurance amount of such deceased individual.

(B) For any month for which more than one parent is entitled to
parent's insurance benefits on the basis of such deceased individual's
wages and self-employment income, such benefit for each such parent
for such month shall (except as provided in subparagraph (C)) be
equal to 75 percent of the primary insurance amount of such deceased
individual.

(C) In any case in which-
(i) any parent is entitled to a parent's insurance benefit for a

month on the basis of a deceased individual's wages and self-
employment income, and
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(ii) another parent of such deceased individual is entitled to a
parent's insurance benefit for such month on the basis of such
wages and self-employment income, and on the basis of an appli-
cation filed after such month and after the. month in which the
application for the parent's benefits referred to in clause (i) was
filed,

the amount of the parent's insurance benefit of the parent referred to
in clause (i) for the month referred to in such clause shall be deter-
mined under subparagraph (A) instead of subparagraph (B) and the
amount of the parent's insurance benefit of a parent referred to in
clause (ii) for such month shall be equal to 150 percent of the primary
insurance amount of the deceased individual minus the amount (be-
fore the application of section 203(a)) of the benefit for such month
of the parent referred to in clause (i).

(3) As used in this subsection, the term "parent" means the mother
or father of an individual, a stepparent of an individual by a marriage
contracted before such individual attained the age of sixteen, or an
adopting parent by whom an individual was adopted before he at-
tained the age of sixteen.

(4) In the case of a parent who marries-
(A) an individual entitled to benefits under this subsection or

subsection (b), (e), (f),or (g),or
(B) an individual who has attained the age of eighteen and is

entitled to benefits under subsection (d),
such parent's entitlement to benefits under this subsection shall, not-
withstanding the provisions of paragraph (1) but subject to subsec-
tion(s), not be terminated by reason of such marriage; except that,
in the case of such a marriage to a male individual entitled to bene-
fits under subsection (d), the preceding provisions of this paragraph
shall not apply with respect to benefits for months after the last month
for which such individual is entitled to such benefits under subsection
(d) unless he ceases to be so entitled by reason of his death.

Lump-Sum Death Payments

(i) Upon the death, after August 1950, of an individual who died a
fully or currently insured individual, an amount equal to three times
such individual's primary insurance amount, or an amount equal to
$255, whichever is the smaller, shall be paid in a lump sum to the per-
son, if any, determined by the Secretary to be the widow or widower
of the deceased and to have been living in the same household with the
deceased at the time of death. If there is no such person, or if such per-
son dies before receiving payment, then such amount shall be paid-

(1) if all or part of the burial expenses s of such insured indi-
vidual which are incurred by or through a funeral home or fun-
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eral homes remains unpaid, to such funeral home or funeral homes
to the extent of such unpaid expenses, but only if (A) any per-
son who assumed the responsibility for the payment of all or
any part of such burial expenses files an application, prior to the
expiration of two years after the date of death of such insured
individual, requesting that such payment be made to such funeral
home or funeral homes, or (13) at least 90 days have elapsed after
the date of death of such insured individual and prior to the ex-
piration of such 90 da.ys no person bas assumed responsibility for
the payment of any such burial expenses;

(2) if all of the burial expenses of such insured individual
which were incurred by or through a funeral home or funeral
homes have been paid (including payments made under clause
(1)), to any person or persons, equitably entitled thereto, to the
extent and in the proportions that he or they shall have paid such
burial expenses;

(3) if the body of such insured individual is not available for
burial but expenses were incurred with respect to such individual
in connection with a nieniorial service, a memorial marker, a site
for the marker, or any other item of a kind for which expenses
are customarily incurred in connection with a death and such
expenses have been paid, to any person or persons, equitably
entitled thereto, to the extent and in the proportions that he or
they shall have paid such expenses; or

(4) if any part of the amount payable under this subsection
remains after payments have been made pursuant to clauses (1),
(2), and (3), to any person or persons, equitably entitled thereto.
to the extent and in the proportions that lie or they shall have paid
other expenses in connection with the burial of such insured indi-
vidual, in the following order of priority: (A) expenses of open-
ing and closing the grave of such insured individual, (B) expenses
of providing the burial plot of such insured individual, and (C)
any remaining expenses in connection with the burial of such
insured individual.

No payment (except a payment authorized pursuant to clause (1) (A)
of the preceding sentence) shall be made to any person under this sub-
section unless application therefor shall have been filed, by or on be-
half of such person (whether or not legally competent), prior to the
expiration of two years after the date of death of such insured indi-
vidual, or unless such person was entitled to wife's or husband's insur-
ance benefits, on the basis of the wages and self-employment income
of such insured individual, for the month preceding the month in which
such individual died. In the case of any individual who died out-
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side the forty-eight States and the District of Columbia after Decem-
ber 1953 and before January 1, 1957, whose death occurred while lie
was in the active military or navrl service of the United States, and
who is returned to any of such States, the District of Columbia,
Alaska, Hawaii, the Commonwealth of Puerto Rico, the Virgin Is-
lands, Guam, or American Samoa for interment or reinterinent, the
provisions of the preceding sentence slall not prevent payment to
any person under the second sentence of this subsection if application
for a lump-sum death payment with respect to such deceased in-
dividual is filed by or on behalf of such person (whether or not legally
competent) prior to the expiration of two years after the date of such
interment or reintermient. In the case of any individual who died out-
side the fifty States and the District of Columbia after December
1956 while lie was performing service. as a member of a uniformed
service, to which the provisions of section 210(1) (1) are applicable,
and who is returned to any State or to any Territory or possession of
the United States, for interment or reinterment, the provisions of the
third sentence of this subsection shall not prevent payment to any
person under the second sentence of this subsection if application for a
lump-stun death lpaymenlt with respect to such deceased individual is
filed by or on behalf of such person (whether or not legally competent)
prior to the expiration of two years after the date of such interment or
reinterment.

Application for Monthly Insurance Benefits

(j) (1) Subject to the limitations contained in paragraph (4), an
individual who would have been entitled to a benefit under subsection
(a), (b), (c). (d), (e). (f). (g), or (h) for any month after August
1950 had lie filed application therefor prior to the end of such month
shall be entitled to such benefit for such month if he files application
therefor prior to the end of the twelfth month immediately succeeding
such month. Any benefit under this title for a month prior to the month
in which application is filed shall be reduced, to any extent that may be
necessary, so that it will not render erroneous any benefit which, before
the filing of such application, the Secretary has certified for payment
for such prior month.'

(2) An application for any monthly benefits under this section filed
before the first month in which the applicant satisfies the requirements
for such benefits shall be deemed a valid application (and shall be
deemed to have been filed in such first month) only if the applicant
satisfies the requirements for such benefits before the Secretary makes
a final decision on the application and ao re(juest under section 205(b)
for notice and opportunity for a hearing thereon is made or, if such
a request is made, before a decision based upon the evidence adduced

SPar. (1) was amended by sec. 332(a) of P.L. 9W-216.
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at the hearing is made (regardless of whether such decision becomes
* the final decision of the Secretary).'

(3) Notwithstanding the provisions of paragraph (1), an individual
may, at his option, waive entitlement to any benefit referred to in para-
graph (1) for any one or more consecutive months (beginning with
the earliest month for which such individual would otherwise be en-
titled to such benefit) which occur before the month in which such
individual files application for such benefit; and, in such case, such
individual shall not be considered as entitled to such benefits for any
such month or months before such individual filed such application.
An individual shall be deemed to have waived such entitlement for any
such month for which such benefit would, under the second sentence
of paragraph (1), be reduced to zero.

(4) (A) Except as provided in subparagraph (B), no individual
shall be entitled to a monthly benefit under subsection (a), (b), (c),
(e), or (f) for any" month prior to the month in which lie or she files
an application for benefits under that subsection if the effect of entitle-
ment to such benefit would be to reduce, pursuant to subsection (q),
the amount of the monthly benefit to which such individual would
otherwise be entitled for the month in which such application is filed.

(B) (i) If the individual applying for retroactive benefits is apply-
ing for such benefits under subsection (a), and there are one or more
other persons who would (except for subparagraph (A)) be entitled
for any month, on the basis of the wages and self-emnploynient income
of such individual and because of such individual's entitlement to
such retroactive benefits, to retroactive benefits under subsection (b),
(c), or (d) not subject to reduction under subsection (q), then sub-
paragraph (A) shall not apply with respect to such month or any
subsequent month.

(ii) If the individual applying for retroactive benefits is a widow,
surviving divorced wife, or widower and is under a disability (as
defined in section 223(d)), and such individual would, except for sub-
paragraph (A), be entitled to retroactive benefits as a disabled widow
or widower or disabled surviving divorced wife for any month before
attaining the age of 60, then subparagraph (A) shall not apply with
respect to such month or any subsequent month.

(iii) If the individual applying for retroactive benefits has excess
earnings (as defined in section 203(f)) in the year in which he or she
files an application for such benefits which could, except for subpara-
graph (A), be charged to months in such year prior to the month of
application, then subparagraph (A) shall not P.pply to so many of
such months immediately preceding the month of application Ps are
required to charge such excess earnings to the maximum extent

~ possible.

' Par. (2) was amended by sem. 306 of P.L. 96-265.
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(iv) As used in this subparagraph, the term "retroactive benefits"
means benefits to which an individual becomes entitled for a month
prior to the month in which application for such benefits is filed.1

Simultaneous Entitlement to Benefits

(k) (1) A child, entitled to child's insurance benefits on the basis
of the wages and self-employment income of an insured individual,
who would be entitled, on filing application, to child's insurance bene-
fits on the basis of the wages and self-employment income of some
other insured individual, shall be deemed entitled, subject to the pro-
visions of paragraph (2) hereof, to child's insurance benefits on the
basis of the wages and self-employment income of such other individ-
ual if an application for child's insurance benefits on the basis of the
wages and self-employment income of such other individual has been
filed by any other child who would, on filing application, be entitled
to child's insurance benefits on the basis of the wages and self-employ-
ment income of both such insured individuals.

(2) (A) Any child who under the preceding provisions of this sec-
tion is entitled for any month to child's insurance benefits on the wages
and self-employment income of more than one insured individual shall,
notwithstanding such provisions, be entitled to only one of such child's
insurance benefits for such month. Such child's insurance benefits for
such month shall be the benefit based on the wages and self-employ-
ment income of the insured individual who has the greatest primary
insurance amount, except that such child's insurance benefits for such
month shall be the largest benefit to which such child could be entitled
under subsection (d) (without the application of section 203(a)) or
subsection (m) if entitlement to such benefit would not, with respect
to any person, result in a benefit lower (after the application of section
203(a)) than the benefit which would be applicable if such child were
entitled on the wages and self-employment income of the individual
with the greatest primary insurance amount. Where more than one
child is entitled to child's insurance benefits pursuant to the preceding
provisions of this paragraph, each such child who is entitled on the
wages and self-employment income of the same insured individuals
shall be entitled on the wages and self-employment income of the same
such insured individual.

(B) Any individual (other than an individual to whom subsection
(e) (4) or (f) (5) applies) who, under the preceding provisions of
this section and under the provisions of section 223, is entitled for any
month to more than one monthly insurance benefit (other than old-age
or disability insurance benefit) under this title shall be entitled to only
one such monthly benefit for such month, such benefit to be the largest

I Paragmph (4) was added by see. 332(a) of P.L. 95-216.
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of the monthly benefits to which lie (but for this subparagraph (B))
* would otherwise be entitled for such months. Any individual who is

entitled for any month to more than one widow's or widower's insur-
ance benefit to which subsection (e) (4) or (f) (5) applies shall be en-
titled to only one such benefit for such month, such benefit to be the
largest of such benefits.

(3) (A) If an individual is entitled to an old-age or disability in-
surance benefit for any month and to any other monthly insurance
benefit for such month, such other insurance benefit for such month,
after any reduction under subsection (q), subsection (e) (2) or (f)
(3), and any reduction under section 203 (a), shall be reduced, but not
below zero, by an amount equal to such old-age or disability insurance
benefit (after reduction under such subsection (q)).

(B) If an individual is entitled for any month to a widow's or
widower's insurance benefit to which subsection (e) (4) or (f) (5)
applies and to any other monthly insurance benefit under section 202
(other than an old-age insurance benefit), such other insurance bene-
fit for such month, after any reduction under subparagraph (A), any
reduction under subsection (q), and any reduction under section 203
(a), shall be reduced, but not below zero, by an amount equal to such
widow's or widower's insurance benefit after any reduction or reduc-
tions under such subparagraph (A) and such section 203 (a).

* (4) Any individual who, under this section and section 223, is en-
titled for any month to both an old-age insurance benefit and a dis-
ability insurance benefit under this title shall be entitled to only the
larger of such benefits for such month, except that, if such individual
so elects, lie shall instead be entitled to only the smaller of such bene-
fits for such month.

Entitlement to Survivor Benefits Under Railroad Retirement Act

(1) If any person would be entitled, upon filing application there-
for to an annuity under section 2 of the Railroad Retirement Act of
1974, or to a lump-sum payment under section (6) (b) of such Act,
with respect to the death of an employee (as defined in such Act) no
lump-sum death payment, and no monthly benefit for the month in
which such employee died or for any month thereafter, shall be paid
under this section to any person on the basis of the wages and self-
employment income of such employee.

Minimum Survivor's Benefit
(m) (1) In any case inwhichi an individual is entitled to a monthly

benefit under this section on the basis of a primary insurance amount
computed under section 215 (a) or (d), as in effect after December

, 1978, on the basis of the wages and self-employment income of a
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deceased individual for any month and no other person is (without
the application of subsection (j) (1)) entitled to a monthly benefit
under this section for that month on the basis of such wages and
self-employment income, the individual's benefit amount for that
month, prior to reduction under subsection (k) (3), shall not be less
than that provided by subparagraph (C) (i) (I) of section 215(a) (1)
and increased under section 215(i) for months after May of the year
in which the insured individual died as though such benefit were a
primary insurance amount.1

(2) In the case of any such individual who is entitled to a monthly
benefit under subsection (e) or (f), such individual's benefit amount,
after reduction under subsection (q) (1), shall be not less than-

(A) $81.50, if his first month of entitlement to such benefit is
the month in which such individual attained age 62 or a subse-
quent month, or

(B) $81.50 reduced under subsection (q) (1) as if retirement
age as specified in subsection (q) (6) (A) (ii) were age 62 instead
of the age specified in subsection (q) (9), if his first month of en-
titlement to such benefit is before the month in which he attained
age 62.

(3) In the case of any individual whose benefit amount was com-
puted (or recomputed) under the provisions of paragraph (2) and
such individual was entitled to benefits under subsection (e) or (f) for
a month prior to any month after 1972 for which a general benefit in-
crease under this title (as defined in section 215(i) (3)) or a benefit
increase under section 215(i) becomes effective, the benefit amount of
such individual as computed under paragraph (2) without regard to
the reduction specified in subparagraph (B) thereof shall be increased
by the percentage increase appiicable for such benefit increase, prior
to the application of subsection (q) (1) pursuant to paragraph (2) (B)
and subsection (q) (4).

Termination of Benefits Upon Deportation of Primary Beneficiary
(n) (1) If any individual is (after the date of enactment of this sub-

section) deported under paragraph (1), (2), (4), (5), (6), (7), (10),
(11), (12), (14), (15)1 (16), (17), or (18) of section 241(a) of the
Immigration and Nationality Act, then, notwithstanding any other
provisions of this title-

(A) no monthly benefit under this section or section 223 shall be
paid to such individual, on the basis of his wages and self-employ-
ment income, for any month occurring (i) after the month in
which the Secretary is notified by the Attorney General that such

I Paragraph (1) was amended by see. 205(a) of Public Law 96-216 effective for benefits
payable after December 1978.
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individual has been so deported, and (ii) before c.c month in
which such individual is thereafter lawfully admitted to the
United States for permanent residence.

(B) if no benefit could be paid to such individual (or if no
benefit could be paid to him if he were alive) for any month by
reason of subparagraph (A), no monthly benefit under this section
shall be paid, on the basis of his wages and self-employment in-
come, for such month to any other person who is not a citizen of
the United States and is outside the United States for any part of
such month, and

(C) no lump-sum death payment shall be made on the basis of
such individual's wages and self-employment income if he dies
(i) in or after the month in which such notice is received, and
(ii) before the month in which he is thereafter lawfully admitted
to the United States for permanent residence.

Section 203 (b), (c), and (d) of this Act shall not apply with respect
to any such individual for any month for which no monthly benefit
may be paid to him by reason of this paragraph.

(2) As soon as practicable after the deportation of any individual
under any of the paragraphs of section 241(a) of the Immigration
and Nationality Act enumerated in paragraph (1) in this subsection,
the Attorney General shall notify the Secretary of such deportation.

Application for Benefits by Survivors of Members and Former Members of the
Uniformed Services

(o) In the case of any individual who would be entitled to benefits
under subsection (d), (e), (g), or (h), upon filing proper application
therefor, the filing with the Administrator of Veterans' Affairs by
or on behalf of such individual of an application for such benefits, on
the form described in section 3005 of title 38, United States Code,
shall satisfy the requirement of such subsection (d), (e), (g), or (h)
that an application for such benefits be filed.

Extension of Period for Filing Proof of Support and Applications for Lump-Sum
Death Payment

(p) In any case in which there is a failure-
(1) to file proof of support under subparagraph (B) of sub-

section (h) (1), or under clause (B) of subsection (f) (1) of this
section as in effect prior to the Social Security Act Amendments
of 1950, within the period prescribed by such subparagraph or
clause, or 1

(2) to file, in the case of a death after 1946, application for a
lump-sum death payment under subsection (i), or under subsection

1Paregraph (1) was amended by sec. 334(d) (5) of Public Law 95-216 effective as sped-
fed In see. 334(f) which Is printed in this document on p. 809.
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(g) of this section as in effect prior to the Social Security Act
Amendments of 1950, within the period prescribed by such sub-
section,

any such proof or application, as the case may be, which is filed after
the expiration of such period shall be deemed to have been filed within
such period if it is shown to the satisfaction of the Secretary that there
was good cause for failure to file such proof or application within
such period. The determination of what constitutes good cause for
purposes of this subsection shall be made in accordance with regula-
tions of the Secretary.

Reduction of Benefit Amounts for Certain Beneficiaries

(q) (1) If the first month for which an individual is entitled to an
old-age, wife's, husband's, widow's, or widower's insurance benefit is
a month before the month in which such individual attains retirement
age, the amount of such benefit for such month and for any subse-
quent month shall, subject to the succeeding paragraphs of this sub-
section, be reduced by-

(A) 5U of 1 percent of such amount if such benefit is an old-
age insurance benefit, 2%6 of 1 percent of such amount if such
benefit is a wife's or husband's insurance benefit, or 19%o of I per-
cent of such amount if such benefit is a widow's or widower's
insurance benefit, multiplied by-

(B) (i) the number of months in the reduction period for such
benefit (determined under paragraph (6) (A)), if such benefit is
for a month before the month in which such individual attains
retirement age, or

(ii) if less, the number of such months in the adjusted reduction
period for such benefit (determined under paragraph (7)), if
such benefit is (I) for the month in which such individual attains
age 62, or (II) for the morith in which such individual attains
retirement age;

and in the case of a widow or widower whose first month of entitle-
ment to a widow's or widower's insurance benefit is a month before
the month in which such widow or widower attains age 60, such bene-
fit, reduced pursuant to the preceding provisions of this paragraph
(and before the application of the second sentence of paragraph (8)),
shall be further reduced by-

(C) 4•40 of 1 percent of the amount of such benefit, multiplied
by-

(D) (i) the number of months in the additional reduction
period for such benefit (determined under paragraph (6) (B)), if
such benefit is for a month before the month in which such indi-
vidual attains age 62, or
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(ii) if less, the number of months in the additional adjusted
* reduction period for such benefit (determined under paragraph

(7)), if such benefit is for the month in which such individual
attains age 62 or any month thereafter.

(2) If an individual is entitled to a disability insurance benefit for
a month after a month for which such individual was entitled to an
old-age insurance benefit, such disrbiiity insurance benefit for each
month shall be reduced by the amour t u;uch old-age insurance benefit
would be reduced under paragraphs (I) and (4) for such months had
such individual attained age 65 in the first month for which he most
recently became entitled to -. disability insurance benefit.

(3) (A) If the first month for which an individual both is entitled
to a wife's, husband's, widow's, or widower's insurance benefit and
has attained age 62 (in the case of a wife's or husband's insurance
benefit) or age 50 (in the case of a widow's or widower's insurance
benefit) is a month for which such individual is also entitled to-

(i) an old-age insurance benefit (to which such individual was
first entitled for a month before he attains age 65), or

(ii) a disability insurance benefit,
then in lieu of any reduction under paragraph (1) (but subject to
the succeeding paragraplis of this subsection) such wife's, husband's,
widow's, or widower's insurance benefit for each month shall be re-

* duced as provided in subparagraph (B), (C), or (D).
(B) For any month for which such individual is entitled to an old-

age insurance benefit and is not entitled to a disability insurance bene-
fit, such individual's wife's, or husband's insurance benefit shall be
reduced by the sum of-

(i) the amount by which such old-age insurance benefit is re-
duced under paragraph (1) for such month, and

(ii) the amount by which such wife's or husband's insurance
benefit would be reduced under paragraph (1) for such month
if it were equal to the excess of such wife's or husband's insurance
benefit (before reduction under this subsection) over such old-
age insurance benefit (before reduction under this subsection).

(C) For any month for which such individual is entitled to a dis-
ability insurance benefit, such individual's wife's, husband's, widow's,
or widower's insurance benefit shall be reduced by the sum of-

(i) the amount by which such disability insurance benefit is re-
duced under paragraph (2) for such month (if such paragraph
applied to such benefit), and

(ii) the amount by which such wife's, husband's, widow's, or
widower's insurance benefit would be reduced under paragraph
(1) for such month if it were equal to the excess of such wife's,

•mh husband's, widow's, or widower's insurance benefit (before re-

- I I' U P
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duction under this subsection) over such disability insurance
benefit (before reduction under this subsection).

(D) For any month for which such individual is entitled neither
to an old-age insurance benefit nor to a disability insurance benefit,
such individual's wife's, husband's, widow's, or widower's insurance
benefit shall be reduced by the amount by which it would be reduced
under paragraph (1).

(E) If the first month for which an individual is entitled to an old-
age insurance benefit (whether such first month occurs before, with,
or after the month in which such individual attains the age of 6.5) is
a month for which such individual is also (or would, but for sub-
section (e) (1) in the case of a widow or surviving divorced wife or
subsection (f) (1) in the case of a widower, be) entitled to a widow's or
widower's insurance benefit to which such individual was first en-
titled for a month before she or he attained retirement age, then
such old-age insurance benefit shall be reduced by whichever of the
following is the larger:

(i) the amount by which (but for this subparagraph) such
old-age insurance benefit would have been reduced under para-
graph (1), or

(ii) the amount equal to the sum of (I) the amount by which
such widow's or widower's insurance benefit would be reduced
under paragraph (1) if the period specified in paragraph (6) (A)
ended with the month before the month in which she or he at-
tained age 62 and (II) the amount by which such old-age insur-
ance benefit would be reduced under paragraph (1) if it were
equal to the excess of such old-age insurance benefit (before re-
duction under this subsection over such widow's or widower's
insurance benefit (before reduction under this subsection).

(F) If the first month for which an individual is entitled to a dis-
ability insurance benefit (when such first month occurs with or after
the month in which such individual attains the age of 62) is a month
for which such individual is also (or would, but for subsection (e) (1)
in the case of a widow or surviving divorced wife or subsection (f) (1)
in the case of a widower, be) entitled to a widow's or widower's in-
surance benefit to which such individual was first entitled for a month
before she or he attained retirement age, then such disability insurance
benefit for each month shall be reduced by whichever of the follow-
ing is larger:

(i) the amount by which (but for this subparagraph) such dis-
ability insurance benefit would bave been reduced under para-
graph (2), or

(ii) the amount equal to the sum of (I) the amount by which
such widow's or widower's insurance benefit would be reduced

See. 202(q) 56



Revised April 1978

under paragraph (1) if the period specified in paragraph (6) (A)
* ended with the month before the month in which she or he at-

tained age 62 and (IT) the amount by which such disability insur-
ance benefit would be reduced under paragraph (2) if it were
equal to the excess of such disability insurance benefit (before
reduction under this subsection) over such widow's or widower's
insurance benefit (before reduction under this subsection).

(G) If the first month for which an individual is entitled to a
disability insurance benefit (when such first month occurs before the
month in which such individual attains the age of 62) is a month for
which such individual is also (or would, but for subsection (e) (1) in
the case of a widow or surviving divorced wife or subsection (f) (1)
in the case of a widower, be) entitled to a widow's or widower's in-
surance benefit, then such disability insurance benefit for each month
shall be reduced by the amount such widow's insurance benefit would
be reduced under paragraphs (1) and (4) for such month as if the
period specified in paragraph (6) (A) (or, if such paragraph does not
apply, the period specified in paragraph (6) (B)) ended with the
month before the first month for which she or he most recently be-
came entitled to a disability insurance benefit.

(H) Notwithstanding subparagraph (A) of this paragraph, if the
first month for which an individual is entitled to a widow's or widow-

* er's insurance benefit is a month for which such individual is also en-
titled to an old-age insurance benefit to which such individual was
first entitled for that month or Ior a month before she or he became
entitled to a widow's or widower's benefit, the reduction in such wid-
ow's or widower's insurance benefit shall be determined under para-
graph (1).1

(4) If-
(A) an individual is or was entitled to a benefit subject to re-

duction under paragraph (1) or (3) of this subsection, and
(B) such benefit is increased by reason of an increase in the

primary insurance amount of the individual on whose wages and
self-employment income such benefit is based,

then the amount of the reduction of such benefit (after the applica-
tion of any adjustment under paragraph (7)) for each month begin-
ning with the month of such increase in the primary insuranc- amount
shall be computed under paragraph (1) or (3). whichever applies, as
though the increased primary insurance amount had been in (fleet for
and after the month for which the individual first became entitled
to such monthly benefit reduced under such paragraph (1) or (3).2

(5) (A) No wife's insurance benefit shall be reduced under this sub-
section-

O 1 Subparagraph (H) was amended by see. 331(c) (2) of Publie lAw 95-216.
2 Paragraph (4) was amended by see. 331(a) of Public Law 95-216.
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(i) for anv.month before the !Irst month for which there is in
effect a certificate filed by her with the Secretary, in accordance
with regulations p)rescribed by him, in which she elects to receive
wife's insurance benefits reduced as provided in this subsection, or

(ii) for any month in which she has in her care (individually
or jointly with the person on whose wages and self-employment
income her wife's insurance benefit is based) a child of such person
entitled to child's insurance benefits.

(B) Any certificate described in subparagraph (A) (i) shall be ef-
fective for purposes of this subsection (and for purposes of preventing
deductions under section 203 (c) (2))--

(i) for the month in which it is filed and for any month there-
after, and

(ii) for months, in the period designated by the woman filing
such certificate, of one or more consecutive months (not exceeding
12) immediately preceding the month in which such certificate is
filed;

except that such certificate shall not be effective for any month before
the month in which she attains age 62, nor shall it be effective for any
month to which subparagraph (A) (ii) applies.

(C) If a woman does not have in her care a child described in sub-
paragraph (A) (ii) in the first month for which she is entitled to a
wife's insuraw'e benefit, and if such first month is a month before the
month in which she attains age 65, she shall be deemed to have filed
in such first month the certificate described in subparagraph (A) (i).

(D) No widow's insurance benefit for a month in which she has
in her care a child of her deceased husband (or deceased former hus-
band) entitled to child's insurance benefits shall be reduced under this
subsection below the amount to which she would have been entitled had
she been entitled for such month to mother's insurance benefits on
the basis of her deceased husband's (or deceased former husband's)
wages and self-employment income.

(6) For the purposes of this subsection--
(A) the "reduction period" for an individual's old-age, wife's,

husband's, widow's, or widower's insurance benefit is the period-
(i) beginning-

(I) in the case of an old-age or husband's insurance
benefit, with the first day of the first month for which
such individual is entitled to such benefit, or

(I1) in the case of a wife's insurance benefit, with the
first day of the first month for which a certificate de-
scriLred in paragraph (5) (A) (i) is effective, or

(III) in the case of a widow's or widower's insurance
benefit, wiý'h the first day of the first month for which
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such individual is entitled to such benefit or the first day
of the month in which such individual attains age 60,
whichever is the later, and

(ii) ending with the last day of the month before the
month in which such individual attains retirement age; and

(B) the "additional reduction period" for an individual's
widow's, or widower's insurance benefit is the period-

(i) beginning with the first day of the first month for
which such individual is entitled to such benefit, but only if
such individual has not attained age 60 in such 11 it month,
and

(ii) ending with the last day of the month before the
month in which such individual attains age 60.

(7) For purposes of this subsection the "adjusted reduction period"
for an individual's old-age, wife's, husband's, widow's, or widower's
insurance benefit is the reduction period prescribed in paragraph (6)
(A) for such benefit, and the "additional adjusted reduction period"
for an individual's, widow's, or widower's, insurance benefit is the addi-
tional reduction period prescribed by paragraph (6) (B) for such
benefit, excluding from each such period-

(A) any month in which such benefit was subject to deduc-
tions under section 203 (b), 203 (c) (1), 203 (d) (1), or 2"2 (b),

(B) in the case of wife's insurance benefits, any nontih in which
she had in her care (individually or jointly with the person on
whose wages and self-employment income such benefit is based)
a child of such person entitled to child's insurance benefits,

(C) in the case of w:fe's or husband's insurance benefits, any
month for which such individual was not entitled to such bene-
fits because of the occurrence of an event that terminated her or
his entitlement to such benefits,"

(D) in the case of widow's insurance benefits, any month in
which the reduction in the amount of such benefit was determined
under paragraph (5) (D),

(E) in the case of widow's or widower's insurance benefits, any
month before the month in which she or lie attained age 62, and
also for any later month before the month in which he attained re-
tirement age, for which she or lie was not entitled to such bene-
fit because of the occurrence of an event that terminated her or his
entitlement to such benefits, and

(F) in the case of old-age insurance benefits, any month for
which such individual was entitled to a disability insurance benefit.

(8) This subsection shall be applied after reduction under section
203(a) and after application of section 215(g). If the amount of any

' Suuparagraph (C) was amended by sec. 331(c) (1) of Public Law 95-216.
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reduction computed under paragraph (1), (2), or (3) is not a multi-
ple of $0.10, it shall be reduced to the next lower multiple of $0.10.

(9) For purposes of this subsection, the term "retirement age" means
age 65.

(10) For purposes of applying paragraph (4), with respect to
monthly Aenefits payable for any month after December 1977 to an
individual who was entitled to a monthly benefit as reduced under
paragraph (1) or (3) prior to January 1978, the amount of reduction
in such benefit for the first month for which such benefit is increased
by reason of an increase in the primary insurance amount of the indi-
vidual on whose wages and self-employment income such benefit is
based and for all subsequent months (and similarly for all subsequent
increases) shall be increased by a percentage equal to the percentage
increase in such primary insurance amount (such increase being made
in accordance with the provisions of paragraph (8)). In the case of
an individual whose reduced benefit under this section is irereased as a
result of the use of an adjusted reduction period or an additional
adjusted reduction period (in accordance with paragraphs (1) and (3)
of this subsection), then for the first month for which such increase is
effective, and for all subsequent months, the amount of such reduction
(after the application of the previous sentence, if applicable) shall be
determined-

(A) in the case of old-age, wife's, and husband's insurance
benefits, by multiplying such amount by the ratio of (i) the num-
lger of months in the adjusted reduction period to (ii) the number
of months in the reduction period,

(B) in the case of widow's and widower's insurance benefits
for the month in which such individual attains age 620, by multi-
plying such amount by the ratio of (i) the number of months in
the reduction period beginning with age 62 multiplied by 1%o
of I percent, plus the number of months in the adjusted reduction
period prior to age 62 multiplied by 19:j0 of 1 percent, plus the
number of months in the adjusted additional reduction period
multiplied by 412"40 of 1 percent to (ii) the number of months
in the reduction period multiplied by 19,o of 1 percent, plus the
number of months in the additional reduction period multiplied
by 43'.24o of 1 percent, and

(C) in the case of widow's and widower's insurance benefits
for the month in which such individual attains age 65, by multi-
plying such amount by the ratio of (i) the number of months in
the adjusted reduction period multiplied by 1%o of 1 percent,
plus the number of months in the adjusted additional reduction
period multiplied by 43/240 of 1 percent to (ii) the number of
months in the reduction period beginning with age 62 multiplied
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by 19,,o of 1 percent, plus the number of months in the adjusted
reduction period prior to age 62 multiplied by 19o of 1 percent,
plus the number of months in the adjusted additional reduction
period multiplied by 434o of 1 percent.

such determination being made in accordance with the provisions of
paragraph (8).'

(11) When an individual is entitled to more than one monthly
benefit under this title and one or more of such benefits are reduced
Under this subsection, paragraph (10) shall apply separately to each
such benefit reduced under this subsection before the application of
subssection (k) (pertaining to the method by which monthly benefits
are offset when an individual is entitled to more than one kind of bene-
fit) and the application of this paragraph shall operate in conjunction
with paragraph (3) .2
Presumed Filing of Application by Individuals Eligible for Old-Age Insurance

Benefits and for Wife's or Husband's Insurance Benefits

(r) (1) If the first month for which an individual is entitled to an
old-age insurance benefit is a month before the month in which such
individual attains age 65, and if such individual is eligible for a wife's
or husband's insurance benefit for such first month, such individual
shall be deemed to have filed an application in such month for wife's
or husband's insurance benefits.

(2) If the first month for which an individual is entitled to a wife's
or husband's insurance benefit reduced under subsection (q) is a month
before the month in which such individual attains age 65, and if such
individual is eligible (but for section 202 (k) (4)) for an old-age insur-
ance benefit for such first month, such individual shall be deemed to
have filed an application for o0l-age insurance benefits-

(A) in such month, or
(B) if such individual is also entitled to a disability insurance

benefit for such month, in the first subsequent month for which
such individual is not entitled to a disability insurance benefit.

(3) For purposes of this subsection, an individual shall be deemed
eligible for a benefit for a month if, upon filing application therefor
in such month, he would be entitled to such benefit for such month.

Child Aged 18 or Over Attending School

(s)(1) For the purposes of subsections (b)(1), (g)(1), (q)(5),
and (q) (7) of this section and paragraphs (2), (3), and (4) of sec-
tion 203(c), a child who is entitled to child's insurance benefits under
subsection (d) for any month, and who has attained the age of 18 but
is not in such month under a disability (as defined in section 2"23 (d)).I Paragraph (10) was added by see. 331(b) of Public Law 95-216.

2 Paragraph (11) was added by sec. 331(b) of Public Law 95-216.
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shall be deemed not entitled to such benefits for such month, unless
lie was under such a disability in the third month before such month.

(2) Subsection (f) (4), and so much of subsections (b) (3),
(d) (5), (e)(3), (g)(3), and (h)(4), of this section as precedes the
semicolon, shall not apply in the case of any child unless such child, at
the time of the marriage referred to therein, was under a disability
(as defined in section 223(d)) or had been under such a disability
in the third month before the mouth in which such marriage occurred.

(3) So much of subsections (b) (3), (d) (5), (e) (3), (g) (3), and
(h) (4) of this section as follows the semicolon, the last sentence of
subsection (c) of section 203, subsection (f) (1) (C) of section 203,
and subsections (b) (3) (B), (c) (6) (B), (f) (3) (B), and (g) (6) (B)
of section 216 shall not apply in the case of any child with respect
to any month referred to therein unless in such month or the third
month prior thereto such child was under a disability (as defined in
section 223 (d) )1

Suspension of Benefits of Aliens Who Are Outside the United States

(t) (1) Notwithstanding any other provision of this title, no
monthly benefits shall be paid under this section or under section 223
to any individual who is not a citizen or national of the United States
for any month which is-

(A) after the sixth consecutive calendar month during all of
which the Secretary finds, on the basis of information furnished
to him by the Attorney General or information which otherwise
comes to his attention, that such individual is outside the United
States, and

(B) prior to the first month thereafter for all of which such
individual has been in the United States.

For purposes of the preceding sentence, after an individual has been
outside the United States for any period of thirty consecutive days he
shall be treated as remaining outside the United States until he has
been in the United States for a period of thirty consecutive days.

(2) Paragraph (1) shall not apply to any individual who is a citi-
zen of a foreign country which the Secretary finds has in effect a social
insurance or pension system which is of general application in such
country and under which-

(A) periodic benefits, or the actuarial equivalent thereof, are
paid on account of old-age, retirement, or death, and

(B) individuals who are citizens of the United States but not
citizens of such foreign country and who qualify for such benefits
are permitted to receive such benefits or the actuarial equivalent

1Subsection (3) was amended by see. 334(d)(6) of Public Law 95-216 effective as
specified In see. 334(f) which is printed in this document on p. 809.
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thereof while outside such foreign country without regard to
the duration of the absence.

(3) Paragraph (1) shall not apply in any case where its application
would be contrary to any treaty obligation of the United States in
effect on the date of the enactment of this subsection.

(4) Paragraph (1) shall not apply to any benefit for any month if-
(A) not less than forty of the quarters elapsing before such

month are quarters of coverage for the individual on whose wages
and self-employment income such benefit is based, or

(B) the individual on whose wages and self-employment in-
come such benefit is based has, before such month, resided in the
United States for a period or periods aggregating ten years or
more, or

(C) the individual entitled to such benefit is outside the United
States while in the active military or naval service of the United
States, or

(D) the individual on whose wages and self-employment in-
come such benefit is based died, before such month, either (i)
while on active duty or inactive duty training (as those terms are
defined in section 210(1), (2) and (3) as a member of a uniformed
service (as defined in section 210(m)), or (ii) as the result of a
disease or injury which the Administrator of Veterans' Affairs
determines was incurred or aggravated in line of duty while on
active duty (as defined in section 210(1) (2)), or an injury which
he determines was incurred or aggravated in line of duty while
on inactive duty training (as defined in section 210(1) (3)), as
a member of a uniformed service (as defined in section 210(m)),
if the Administrator determines that such individual was dis-
charged or released from the period of such active duty or in-
active duty training under conditions other than dishonorable,
and if the Administrator certifies to the Secretary his determina-
tions with respect to such individual under this clause, or

(E) the individual on whose employment such benefit is based
had been in service covered by the Railroad Retirement Act which
was treated as employment covered by this Act pursuant to the
provisions of section 5(k) (1) of the Railroad Retirement Act;

except that subparagraphs (A) and (B) of this paragraph shall not
apply in the case of any individual who is a citizen of a foreign
country that has in effect a social insurance or pension system which
is of general application in such country and which satisfies subpara-
graph (A) but not subparagraph (B) of paragraph (2), or who is
a citizen of a foreign country that has no social insurance or pension
system of general application if at any time within !hre years prior
to the month in which the Social Security Amendments of 1967 are
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enacted (or the first month thereafter for which his benefits are sub-
ject to suspension under paragraph (1)) payments to individuals re-
siding in such country were withheld by the Treasury Department
under the first section of the Act of October 9, 1940 (31 U.S.C. 123).

(5) No person who is, or upon application would be, entitled to a
monthly benefit lrider this section for December 1956 shall be de-
prived, by reason of paragraph (1), of such benefit or any other bene-
fit based on the wages and self-employment income of the individual
on whose wages and self-employment income such monthly benefit for
December 1956 is based.

(6) If an individual is outside the United States when he dies and
no benefit may, by reason of paragraph (1) or (10) be paid to him for
the month preceding the month in which he dies, no lump-sum death
payment may be made on the basis of such individual's wages and self-
employment income.

(7) Subsections (b), (c), and (d) of section 203 shall not apply
with respect to any individual for any month for which no monthly
benefit may be paid to him by reason of paragraph (1) of this sub-
section.

(8) The Attorney General shall certify to the Secretary such infor-
mation regarding aliens who depart from the United States to any
foreign country (other than a foreign country which is territorially
contiguous to the continental United States) as may be necessary to
enable the Secretary to carry out the purposes of this subsection and
shall otherwise aid, assist, and cooperate with the Secretary in obtain-
ing such other information as may be necessary to enable the Secretary
to carry out the purposes of this subsection.

(9) No payments shall be made under part A of title XVIII with
respect to items or services furnished to an individual in any month
for which the prohibition in paragraph (1) against payment of bene-
fits to him is applicable (or would be if he were entitled to any such
benefits).

(10) Notwithstanding any other provision of this title, no monthly
benefits shall be paid under this section or under section 223, for any
month beginning after June 30, 1968, to an individual who is not a
citizen or national of the United States and who resides during such
month in a foreign country if payments for such month to individuals
residing in such country are withheld by the Treasury Department
under the first section of the Act of October 9, 1940 (31 U.S.C. 123).

Effect of Conviction of Subversive Activities, etc.

(u) (1) If any individual is convicted of any offense (committed
after the date of the enactment of this subsection) under-

(A) chapter 37 (relating to espionage and censorship), chapter
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105 (relating to sabotage), or chapter 115 (relating to treason,
sedition, and subversive activities) of title 18 of the United States
Code, or

(B) section 4, 112, or 113 of the Internal Security Act of 1950,
as amended,

then the court may, in addition to all other penalties provided by law,
impose a penalty that in determining whether any monthly insurance
benefit under this section or section 223 is payable to such individual
for the month in which lie is convicted or for any month thereafter, in
determining the amount of any such benefit payable to such individual
for any such month, and in determining whether such individual is
entitled to insurance benefits under part A of title XVIII for any such
month, there shall not be taken into account-

(C) any wages paid to such individual or to any other individ-
ual in the calendar year in which such conviction occurs or in
any prior calendar year, and

(D) any net earnings from self-employment derived by such
individual or by any other individual during a taxable year in
which such conviction occurs or during any prior taxable year.,

(2) As soon as practicable after an additional penalty has, pursuant
to paragraph (1), been imposed with respect to any individual, the
Attorney General shall notify the Secretary of such imposition.

(3) If any individual with respect to whom an additional penalty
has been imposed pursuant to paragraph (1) is granted a pardon of
the offense by the President of the United States, such additional
penalty shall not apply for any month beginning after the date on
which such pardon is grai.ted.

Waiver of Benefits
(v) Notwithstanding any other provisions of this title, in the case

of any individual who files a waiver pursuant to section 1402 (g) of the
Internal Revenue Code of 1954 and is granted a tax exemption there-
under, no benefits or other payments shall be payable under this title
to him, no payments shall be made on his behalf under part A of title
XVIII, and no benefits or other payments under this title shall be
payable on the basis of his wages and self-employment income to any
other person, after the filing of such waiver; except that, if thereafter
such individual's tax exemption under such section 1402(g) ceases to
be effective, such waiver shall cease to be applicable in the case of bene-
fits and other payments under this title and part A of title XVIII
to the extent based on his self-employment income for and after the
first taxable year in which such tax exemption ceases to be effective
and on his wages for and after the calendar year (if any) which
begins in or with the beginning of such taxable year.

I Paragraph (1) was amended by see. 353(f) (1) of Public Law 93-216.
2 Subseetion (v) was amended by section 703(J) (14) (A) of Public Law 95-W00.
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Increase in Old-Age Insurance Benefit Amounts on Account of Delayed
Retirement

(w) (1) The amount of an old-age insurance benefit (other than a
benefit based on a primary insurance amount determined under sec-
tion 215(a) (3) as in effect in December 1978 or section 215(a) (1) (C)
(i) (II) as in effect thereafter) which is payable without regard to
this subsection to an individual shall be increased by-

(A) one-twelfth of 1 percent of such amount, or, in the case of
an individual who first becomes eligible for an old-age insurance
benefit after December 1978, one-quarter of 1 percent of such
amount, multiplied by

(B) the number (if any) of the increment months for such
individual.'

(2) For purposes of this subsection, the number of incremnent inonths
for any individual shall be a number equal to the total number of the
months-

(A) which have elapsed after the month before the month in
which such individual attained age 65 or (if later) December
1970 and prior to the month in which such individual attained
age 72, and

(B) with respect to which-
(i) such individual was a fully insured individual (as

defined in section 214(a)), and
(ii) such individual either was not entitled to an old-age

insurance benefit or suffered deductions under section 203 (b)
or 203(c) in amounts equal to the amount of such benefit.

(3) For purposes of applying the provisions of paragraph (1), a
determination shall be made under paragraph (2) for each year, begin-
ning with 1972, of the total number of an individual's increment
months through the year for which the determination is made and the
total so determined shall be applicable to such individual's old-age
insurance benefits beginning with benefits for January of the year fol-
lowing the year for which such determination is made; except that
the total number applicable in the case of an individual who attains
age 72 after 1972 shall be determined through the month before the
month in which he attains such age and shall be applicable to his old-
age insurance benefit beginning with the month in which he attains
such age.

(4) This subsection shall be applied after reduction under section
203(a).

(5) If an individual's primary insurance amount is determined
under paragraph (3) of section 215 (a) as in effect in December 1978,

1 Paragraph (1) was amended by sec. 203 and sec. 205(b) (1) of Public Law 95-216.
The amendment by see. 205(b) (1) In effective fcr benefits for months after December 1978
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or section 215(a) (1) (C) (i) (II) as in effect thereafter, and, as a
*result of this subsection, he would be entitled to a higher old-age

insurance benefit if his primary insurance amcunt were determined
under section 215(a) (whether before, in, or after December 1978)
without regard to such paragraph, such individual's old-age insurance
benefit based upon his primary insurance amount determined under
such paragraph shall be increased by an amount equal to the difference
between such benefit and the benefit to which he would be entitled if
his primary insurance amount were determined under such section
without regard to such paragraph.'

Reduction of Insurance Benefits

Maximum Benefits

Sec. 203. (a) (1) In the case of an individual who•e primary insur-
ance amount has been computed or recomputed under section 215(a)
(1) or (4), or -section 215(d), as in effect after Decembelr 1978, the
total monthly benefits to which beneficiarie-s may be entitled upder
section 202. or 223 for a month on the basis of the wages and self-
employment income of such individual shall, except as provided by
paragraphs (3) and (6) (but prior to any increases resulting from the
application of paragraph (2) (A) (ii) (III) of section 215(i)), be re-
duced as necessary so as not to exceed-2

(A) 150 percent of such individual's primary insurance
amount to the extent that it does not exceed the amount estab-
lished with respect to this subparagraph by paragraph (2),

(B) 272 percent of such individual's primary insurance
amount to the extent that it exceeds the amount established with
respect to subparagraph (A) but does not exceed the amount
established with respect to this subparagraph by paragraph (2),

(C) 134 percent of such individual's primary insurance
amount to the extent that it exceeds the amount established with
respect to subparagraph (B) but does not exceed the amount
established with respect to this subparagraph by paragraph (2),
and

(D) 175 percent of such individual's priniary insurance
amount to the extent that it exceeds the amount established with
respect to subparagraph (C).

Any such amount that is not a multiple of $0.10 shall be increased to
the next higher multiple of $0.10.

. Par. (5) was amended by see. 205(b) (2) and (3) of P.L. 95-216 effective for benefits
"for months after December 1978.

2 This paragraph was amended by sec. 101 of P.I. 96-265.
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(2) (A) For individuals who initially become eligible for old-age
or (lisability insurance benefits, or who (lie (before becoming so eligi-
ble for such benefits), in the calendar year 1979, the amounts estab-
lished with respect to subparagraphs (A), (B), and (C) of para-
graph (1) shall Ie $230, $332, and $433, respectively.

(B) For individuals who initially become eligible for old-age or

disability insurance benefits, or who (lie (before bcomling so eligible
for such benefits), in any calendar year after 1979, each of the amounts
so established shall equal the product of the corresponding amount

established for the calendar year 1979 by subparagraph (A) of
this paragraph and the quotient obtained under subparagraph (B)
(ii) of section 215(a) (1), with such product being rounded in the
manner pre.scribed by actionn 215(a) (1) (B) (iii).

(C) In each ralender year after 1978 the Secretary shall publish
in the Federal Register, on or before November 1, the formula which
(except as provided in section 215(i)(2)(D)) is to be applicable
under this paragraph to individuals who become. eligible for old-age
or disability insurance benefits, or who die (before becoming eligible
for such benefits), in the following calendar year.

(D) A year shall not be counted as the year of an individual's death
or eligibility for purposes of this paragraph or paragraph (8) in any
ca-se where such individual was entitled to n" disability insurance bene-
fit for any of the 12 months immediately preceding the month of such
death or eligibility (but there shall be counted instead the year of the
individual's eligibility for the disability insurance benefits to which he
was entitled during such 12 months).'

(3) (A) When an individual who is entitled to benefits on the basis
of the wages and self-employment income of any iw'ured individual
and to whom this subsection applies would (but for the provisions of
section 202(k) (2) (A)) be entitled to child's insurance benefits for a
month on the basis of the wages and self-employment income of one
or more other insured individuals, the total monthly benefits to which
all belieticiaries are entitled tl tlie lIq,-.is of suc'h wages and1 self-elli-
ployment income shall not be reduced under this subzwction to less
than the smaller of-

(i) the sumn of the maximum amounts of benefits payable on
the basis of the wages and self-employment income of all such
insured individuals, or

(ii) an amount equal to the product of 1.75 and the primary
insurance amount that would be computed under section 215(a)
(1) for that month with respect to average indexed monthly
earnings equal to one-twelfth of the contribution and benefit base
determined for that year under section 230.2

1 Subpar. (D) was amended by see. 101 of P.L. 9W-265.

2 Subpar. (A) was amended by see. 0 (b) of P.L. 96-473.
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(B) When two or more persons were entitled (without the appli-
cation of section 202(j) (1) and section 223(b)) to monthly benefits
under section 202 or 223 for January 1971 or any prior ninth on the
basis of the wages and self-employment income of such insured indi-
vidual and the provisions of this subsection as in effect for any such
month were applicable in determining the benefit amount of any per-
sons on the basis of such wages and self-eiployh.ent income, the total
of benefits for any month after January 1971 --hall not Ibe reduced to
less than the largest of-

(i) the amount determnined under this subsection without re-
gard to this subparagraph,

(ii) the largest amount which has been determined for any
month under this subsection for persons entitled to montthly
benefits on the basis of such insured individual's wages and self-
employment income, or

(iii) if any persons are entitled to benefits on the basis of such
wages and self-employment income for the month be fore the effec-
tive month (after September 1972) of a general benefit increase
under this title (as defined in section 215(i) (3)) or a benefit in-
crease under the provis:ons of section 215(i), an amount, equal
to the sum of amounts derived by multiplying the benefit amount
determined under this title (excluding any part thereof deter-
mined under section 202(w)) for the month before such effective
month includingg this subsection, but without the application of
section 222(b), section 202(q), and subsections (b), (c), and (d)
of this section), for each such perl)lon for such month, by a per-
centage equal to the percentage of the increase provided under
such 1,enefit increase (with any such increased amount which i.;
not a multiple of $0.10 being rounded to the next higher multiple
of $0.10) ;

but in any such case (I) subparagraph (.A) of this paragraph shall not
be applied to such total of benefits after tie application of clamt:e (ii)
or (iii), and (II) if section 202(k) (2) (A) was applicable in the case
of any siiSh lbnellits for a month. an(l ceases to apply for a imiontli after
such month. the provisions of clause (ii) or (iii) shall be applied, for
andl after the month in which section 202(k) (2) (A) ceases to apply,
as thollgh sljj)paragrarlph (A) of tills h)aragradh nial hot lbeen alppli-
cable to such total of benefits for the last month for which clause (ii)
or (iii) was applicable.

(C) When tany of such individuals is entitled to monthly Ibenefits as
a divorced spouse ) under section 202 (b) or (c) or as a surviving di-
vorced spouse under section 202. (e) or (f) for any imlonth, the ben, efit
to which he or she is entitled on the basis of the wages and self-em-
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ployment income of such insured individual for such month shall
be determined without regard to this subsection, tind the benefits of all
other individuals who are entitled for such month to monthly benefits
under section 202 on the wages and self-employment income of such
insured individual shall Ix determined as if no such divorced spouse
or surviving divorced spouse were entitled to benefits for such menth.

(4) In any case in which benefits are reduced pursuant to the pre-
ceding provisions of this subsection, the reduction shall be made after
any deductions under this section and after any deductions under sec-
tion 222(b). Whenever a reduction is made tinder this subsection in
the total of monthly benefits to which individuals are entitled for any
month on the basis of the wages and self-employment income of an
insured individual, each such benefit other than the old-age or dis-
ability insurance benefit shall be proportionately decreased.

(5) Notwithstanding any other provision of law, when-
(A) two or more persons are entitled to monthly benefits for a

particular month on the basis of the wages and self-employnient
income of an insured individual and (for such particular month)
the provisions of this subsection are applicable to such monthly
benefits, and

(B) such individual's primary insurance amount is increased
for the following month under any provision of this title,

then the total of monthly benefits for all persons on the basis of suich
wages and self-employment income for such particular month, as
determined under the provisions of this subsection, shall for purposes
of determining the total monthly benefits for all persons on the basis
of such wages and self-employnient income for months subsequent to
such particular month be considered to have been increased by the
smallest amount that would have been required in order to a.-ssure that
the total of monthly benefits payable on the basis of such wages and
self-employment income for any such subsequent month will not be
le-s (after the application of the other provisions of this subsection
and section 202(q)) than the total of monthly benefits (after the
application of the other provisions of this subsection and section 202
(q)) payable on the basis of such wages and self-employment income
for such particular month.

(6) Notwithstanding any of the preceding provisions of this sub-
section other than paragraphs (3) (A), (3) (C), and (5) (but subject to
section 215(i) (2) (A) (ii)), the total monthly benefits to which bene-
ficiaries may be entitled under sections 202 and 223 for any month on
the basis of the wages and self-employment income of an individual
entitled to disability insurance benefits, whether or not such total
benefits are otherwise subject to reduction under this subsection but
after any reduction under this subsection which wowald otherwise be
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Sapplicable, shall be, reduced rr further reduced (before the applica-
tion of section "24) to the smaller of-

(A) 85 percent of such individual's average indexed monthly
earnings (or 100 percent of his primary insurance amount, if
larger), or

(B) 150 percent of such individual's primary insurance
amount."

(7) In the case of any individual who is entitled for any month
to benefits based upon the primary insurance amounts of two or more
insured individuals, one or more of which primary insurance amounts
were determined under section 215(a) or 215(d) as in effect (without
regard to the table contained therein) prior to January 1979 and one
or more of which primary insurance amounts were determined under
section 215(a) (1) or (4), or section 215(d), as in effect after Decem-
ber 1978, the total benefits payable to that individual and all other

I Par. (6) was added by see. 101 of P.A 9M-265
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individuals entitled to benefits for that month based upon thoie pri-
mary insurance amounts shall be reduced to an amount equal to the
product of 1.75 and the primary insurance amount that would be com-
puted under section 215(a) (1) for that month with respect to average
indexed monthly earnings equal to one-twelfth of the contribution
and benefit base determined under section 230 for the year in which
that Illontl occulls.1

(8) Subject to paragraph (7). this subsection as in effect in Decem-
ber 1978 shall remain in effect with respect to a primary insuriance
amount computed under section 215 (a) or (d), as in effect (without
regard to the table contained therein) in December 1978, except that a
primary insurance amount so computed with respect to an individual
who first becomes eligible for an old-age or disability insurance benefit,
or dies (before becoming eligible for such a benefit). after 1)ecember
1978, shall instead be governed by this section as in effect after Devem-
bet 11971N.,

(9)) When-
(A) one or more persons were entitled (without the applica-

tion of section 202(j) (1)) to monthly benefits under section 202
for May 1978 on the basis of the wages and self-employnient
income of an individual,

(B) the benefit of at least one such person fur June 1978 is
increased by reason of the amendments made by section 204 of
the Social Security Amendments of 1977; and

(C) the total amount of benefits to which all such persons are
entitled un(ler such section 202 are reduced under the provisions
of this subsection (or would be so reduced except for the first
sentence of section 203(a) (4)),

then the amount of the benefit to which each such person is entitled
for months after May 1978 shall lie in'rerased (after .-utch reductions
are mmade under this subsection) to the amount such benefits would
have been if the benefit of the pe)1son or J•t.r-,Is .ferred to in subpara-
glal~h (B) had not lx, en :o inrea.-,.

Deductions on Accourvof Work

(b) Deductions, in amounts and at SU uItIne or times as the Secre-
tary shall determline. shall be Iv lnle fr,,in alyn l)allienlt or payments
under this title to which an individiial is entitled.. and from any pay-
ment or l)ayments to which any other persons are entitled on the basis
of such individual's wages and self emujloyyment income, until the total
of such deductions equals--

I Pars. (7), (8). and (9) werp amended by 1ec. lo1 of P.L. '•6-265. Par. q7) was also
amended by see. 6(b) of P.L. 9.6-473.. 2Sec. 203(a) was amenhd! by see. 202 of PI.L. 95-216 effective for benefits pa.•able for
months after December 1979 and par. (8) was added to iec. 203(a) by bec. 204(e) of P.L.
95-216 effective for benefits for months after May 1978.
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(1) such individual's benefit or benefits under section 202 for
any month, and

(2) if such individual was entitled to old-age insurance benefits
under section 202(a) for such month, the benefit or benefits of all
other persons for such month under section 202 based on such
individual's wages and self-employment income,

if for such month lie is charged with excess earnings, under the pro-
visions of subsection (f) of this section, equal to the total of benefits
referred to in clauses (1) and (2). If the excess earnings so charged
are less than such total benefits, such deductions with respect to such
month shall be equal only to the amount of stch excess earnings. If
a child who has attained the age of 18 and is entitled to child's insur-
ance benefits, or a person who is entitled to mother's insurance bene-
fits, is married to an individual entitled to old-age insurance benefits
under section 202(a), such child or such person, as the case may be,
shall, for the purposes of this subsection and subsection (f), be deemed
to be entitled to such benefits on the basis of the wages and self-
employment income of such individual entitled to old-age insurance
benefits. If a deduction has already been made under this subsection
with respect to a persons benefit or benefits under section 202 for a
month, he shall be deemed entitled to payments tinder such section
for such month for purposes of further deductions under this sub-
section, and for purposes of charging of each person's excess earnings
under subsection (f), only to the extent of the total of his benefits
remaining after such earlier deductions have been made. For purposes
of this subsection and subsection (f)-

(A) an individual shall be deemed to be entitled to payments
under section 202 equal to the anmomlt of the benefit or benefits to
which lie is entitled under such section after the application of
subsection (a) of this section, but without the application of the
penultiniate sentence thereof; and

(B) if a deduction is made with respect to an individual's
benefit or benefits under section 202 because of the occurence in
any month of an event specified ira subsection (c) or (d) of this
section or in section 222(b), such individual shall not be consid-
ered to be entitled to any benefits under such section 202 for such
month.

Deductions on Account of Noncovered Work Outside the United States or

Failure To Have Child in Care

(c) Deductions, in such amounts and at such time or times as the
Secretary shall determine, shall be made from any payment or pay-
ments under this title to which an individual is entitled, until the total
of such deductions equals such individual's benefits or benefit under
section 202 for any month-
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(1) in which such individual is under the age of seventy I
and on seven or more different calendar days of which he engaged
in noncovered remunerative activity outside the United States; or

(2) in which such individual, if a wife under age sixty-five
entitled to a wife's insurance benefits, (lid not have in her care
(individually or jointly with her husband) a child of lher hus-
band entitled to a child's insurance benefit and such wife's insur-
ance benefit for such month was not reduced under the provisions
of section 202_q) ; or

(3) in which such individual, if a widow entitled to a mother's
insurance benefit, (lid not have in her care a child of her deceased
husband entitled to a vchildls inssurance benefit; or

(4) in which such an individual, if a surviving divorced mother
entitled to a mother's insurance benefit, did not have in her care a
child of her deceased former lusband who (A) is her son, daugh-
ter, or legally adopted clild and (B) is entitled to a child's in-
surance benefit on the basis of the wages and self-employment
income of her deceased former hiu.nban'i.

For purposes of paragrap)hs (2), (3), and (4) of this subsection, a
child shall not be considered to be entitled to a child5s insurance benefit
for any nmonthl in whi,'i paragraph (1) of section 20"2 (s) applies or an
event specified in sections 222(b) occurs with respect to such child.
Subject to paragraplh (3) of such section 202(s), no deductions shall
be made under this subsection from any child's insurance benefit for
the ino1tl0 in which the chihl( entitled to such benefit attained thie age
of eighteen or any subsequent month ; nor shall any deduction be
made under thlis stubsction from any widow's insurance benefits for
any month ini which the widow or surviving divorced wife is entitled
and lhas not attained age 65 (but only if she became so entitled
prior to attatining age 60), or from any widowverfs insurance benefit for
any month in which the widower is entitled and has not attained age
65 (but only if he became so entitled prior to attaining age 60).

Deductions From Dependents' Benefits on Account of Noncovered Work Out-
side the United States by Old-Age Insurance Beneficiary

(d) (1) Deductions shall be made from any wife's, husband's, or
child's insurance benefit, based on the wages and self-employment
income of an individual entitled to old-age insurance benefits, to which
a wife, divorced wife, husband, or child is entitled, until the total of
such deduction equals such wife's, husband's, or child's insurance
benefit or benefits under section 202 for any nionth in which such
individual is under the age of seventy anl on :even or more

S ix In hubastion (1). &ee. 302(a) of Plublie Law 95-216 changed "seventy-two- to
"seventy" effective for taxable years ending after Dec. m1. 1981.

2 In subisection (d)(1), see. 302(a) of Public law 95-216 changed "seventy-two" to
".seventy" effective for taxable years ending after Dee. 31. 1981.

- F~O - /
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different calendar days of which he engaged in noncovered remunera-
tive activity outside the United States.

(2) Deductions shall be made from any child's insurance benefit to
which a child who has attained the age of eighteen is entitled, or from
any mother's insurance benefit to which a person is entitled, until the
total of such deductions equals such child's insurance benefit or bene-
fits or mother's insurance benefit or benefits under section 20"2 for any
month in which such child or person entitled to mother's insurance
benefits is married to an individual who is entitled to old-age insur-
ance benefits and on seven or more different calendar days of which
such individual engaged in noncovered remunerative activity outside
the United States.

Occurrence of More Than One Event

(e) If more than one of the events specified in subsections (c) and
(d) and section 222,(b) occurs in any one month which would occasion
deductions equal to a benefit for such month, only an amount equal
to such benefit shall be deducted.

Months to Which Earnings Are Charged

(f) For purposes of subsection (b)-
(1) The amount of an individual's excess earnings (as defined

in paragraph (3)) shall be charged to months as follows: There
shall be charged to the first month of such taxable year an amount
of his excess earnings equal to the sum of the payments to which
lie and all other persons are entitled for such month under section
202 on the basis of his wages and self-employment income (or the
total of his excess earnings if such excess earnings are less than
such sum), ald the balance, if any, of such excess earnings shall
be charged to each succeeding month in such year to the extent, in
the case of each such month, of the sum of the payments to which
such individual and all other persons are entitled for such month
under section 202 on the basis of his wages and self-employment
income, until the total of such excess has been so charged. 'Where
an individual is entitled to benefits under section 202 (a) and other
persons are entitled to benefits under section 202(b), (c), or (d)
on the basis of the wages and self-employment income of such
individual, the excess earnings of such individual for any taxable
year shall be charged in accordance with the provisions of this
subsection before the excess earnings of such persons for a taxable
year are charged to months in such individual's taxable year.
Notwithstanding the preceding provisions of this paragraph, but
subject to section 202(s), no part of the excess earnings of an in-
dividual shall be charged to any month (A) for which such indi-
vidual was not entitled to a benefit under [his title. (B) in which
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such individual was age seventy 1 or over, (C) in which such
individual, if a child entitled to child's insurance benefits, has
attained the age of 18, (D) for which such individual is entitled to
widow's insurance benefits and has not attained age 65 (but only if
she became so entitled prior to attaining age 60) or widower's in-
surance benefits and has not attained age 65 (but only if he became
so entitled prior to attaining age 60), (E) in which such indi-
vidual did not engage in self-employment and did not render
services for wages (determined as provided in paragraph (5) of
this subsection) of more than the applicable exempt amount as de-
termined under paragraph (8), if such month is in the taxable
year in which occurs the first month after December 1977 that is
both (i) a month for which the individual is entitled to benefits
under subsection (a), (b), (c), (d), (e), (f), (g), or (h) of see-
tion 202 (without having been entitled for the preceding month
to a benefit uider any other of such subsections), and (ii) a month
in which the individual did not engage in self-employment and
did not render services for wages (determined as provided in
paragraph (5)) of more than the applicable exempt amount as
determined under paragraph (8), or (F) in which such individual
did not engage in self-employment and did not lender services for
wages (determined as provided in l)aragrap)h (5) of this subsec-
tion) of wore than the applicable exemnj)t amount. as determined
under paragraph (8), in the case of an individual entitled to
benefits under section 202 (b) (but only by reason of having a child
in her care within the meaning of p)aragraplh (1) (B) of that sub-
section) or under section 202 (d) or ýg), if such month is in a
year in which such entitlement ends for a reason other than the
death of such individual, and such individual is not entitled to
any benefits under this title for the nionth following the month
during which such entitlement under section 202 (b), (d), or (g)
ended.

2

(2) As used in paragraph (1), the term "first month of such
taxable year" means the earliest month in such year to which the
charging of excess earnings described in such paragraph is not
prohibited by the application of clau.-es (A). (B), (C). (I)), (E).
and (F) thereof. 3

(3) For purposes of paragraph (1) and subsection (h), an in-
dividual's excess earnings for a taxable year shall be 50 per centum
of his earnings for such year in excess of the product of the appli-
cable exempt amount as determined under paragraph (8), multi-
plied by the number of months in such year, except that, in deter-
mining an individual's excess earnings for the taxable year in

'In subsection (f) (1) (B). see. 302(a) of Public Law 95-216 changed "seventy-two"
to "seventy" effective for taxable years ending after Dec. 31. 1981.

2 Subpar. (E) was amended by sees. 301(d) and 303(a) of P.L. 95-216 and by bee. 1(a)
of P.L. 96-473.

2 Par. (2) was amended by see. 1 of P.L. 96-473.
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which he attains age 70,' there shall be excluded any earnings of
such individual for the month in which he attains such age and
any subsequent month (with any net earnings or net loss from
self-employment in such year being prorated in an equitable
manner under regulations of the Secretary). The excess earn-
ings as derived under the preceding sentence, if not a multiple of
$1. shall 1e reduced to the next lower multiple of $1.1 2

(4) For purposes of clause (E) of paragraph (1)-
(A) An individuAal will be presumed, with respect to any

month, to have been engaged in self-employment in such

a In par. (3), see. 302(b) of P.L. 93-216 changed "age 72" to "age 70" detective for tax-

able years ending after Dec. 31, 1981.
"Par. (3) and (4) (B) were amended by ee. 301(d) of P.L. 95-216.
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month until it is shown to the satisfaction of the Secretary
that such individual rendered no substantial services in such
month with respect to any trade or business the net income or
loss of which is includible in computing (as provided in
paragraph (5) of this subsection) his net earnings or net
loss from self-employment for any taxable year. The Secre-
tary shall by regulations prescribe the methods and criteria
for determining whether or not an individual has rendered
substantial services with respect to any trade or business.

(B) An individual will be presumed, with respect to any
month, to have rendered services for wages (determined as
provided in paragraph (5) of this subsection) of more than
the applicable exempt amount as determined under para-
graph (8) until it is shown to the satisfaction of the Secretary
that such individual did not render such services in such
month for more than such amount.'

(5) (A) An individual's earnings for a taxable year shall be
(i) the sum of his wages for services rendered in such year and
his net earnings from self-employment for such year, minus (ii)
any net loss from self-employment for such year.

(B) For purposes of this section-
(i) an individual's net earnings from self-employment for

any taxable year shall be determined as provided in section
211, except that paragraphs (1), (4), and (5) of section 211
(c) shall not apply and the gross income shall be computed
by excludinf; the amounts provided by subparagraph (D),
and

(ii) an individual's net loss from self-employment for any
taxable year is the excess of the deductions (plus his distribu-
tive share of loss described in sections 702(a) (9) of the In-
ternal Revenue Code of 1954) taken into account under clause
(i) over the gross income (plus his distributive share of in-
come so described) taken into account under clause (i).

(C) For purposes of this subsection, an individual's wages shall
be computed without regard to the limitations as to amounts of
remuneration specified in subsections (a), (g) (2), (g) (3),
(h) (2), and (j) of section 209; and in making such computation
services which do not constitute employment as defined in section
210, performed within the United States by the individual as an
employee or performed outside the United States in the active
military or naval service of the United States, shall be deemed to
be employment as so defined if the remuneration for such services

L Paragraph (3) and (4)(B) were amended by see. 301(d) of Public Law 95-216.
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is not ineludible in computing his net earnings or net loss from
sel f-era ployment.

(D) In the case of-
(i) an individual who has attained the age of 65 on or

before the last day of the taxable year, and who shows to the
satisfaction of tlhe Secretary that he or she is receiving roy-
alties attributable to a copyright or patent obtained before
the taxable year in which he or she attained such age and
that the property to which the copyright or patent relates was
created b,3y Iiis or lher own personal efforts, or

(ii) .n individual who has become entitled to insurance
benefits under this title, other than benefits under section 223
or benefits payable under section 202(d) by reason of being
under a disability, and who shows to the satisfaction of the
Secretary that he or she is receiving, in a year after his or her
initial year of entitlement to such benefits, any other income
not attributable to services performed after the month in
which lie or •lie initially became entitled to such benefits,

there shall be excluded from gross income any such royalties or
other income.'

(6) For lpurposes of this subsection, wages (determined as pro-
vided in paragraph (5) (C)) which, according to reports received
by the Secretary, are paid to an individual during a taxable year
shall be presuiied to have been paid to him for services performed
in such year until it is shown to the satislication of the Secretary
that they were paid for services performed in another taxable
year. If such reports with respect to an individual show his wages
for a calendar year, such individual's taxable year shall be pre-sumed to be a calendar year for purposes of this subsection until

it is shown to the satisfaction of the Secretary t[hat his taxable
year is not a calendar year.

(7) Where an individual's excess earnings ire charged to a
month and the excess earnings so charged are less than the total of
the payments (without regard to such charging) -to which all per-
sons are entitled under section 202 for such month on the basis
of his wages and self-employment income, the difference between
such total and the excess so charged to such month shall be paid
(if it is otherwise payable under this title) to such individual and
other persons in the propotion that the benefit to which each of
them is entitled (without regard to such charging, without the
application of section 202(k) (3), and prior to the application of
section 203 (a)) bears to the total of the benefits to which all of
them are entitled.

I Subpar. (D) was amended by aee. 3 of P.L. 96-473.
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(8)(A) Whenever the Secretary pursuant to section 215 (i)
increases benefits effective with the month of June following a
cost-of-living computation quarter, he shall also determine and
publish in the Federal Register on or before Noieniber 1 of the
calendar year in which such quarter occurs the new exempt
amounts (separately stated for individuals describedd in sulbp)ara-
graph (D) and for other individuals) which are to be applicable
(unless prevented front becoming ,ffe'tive l)y sIil)j)aragraph (('))
with respect to taxable years ending in (or with the close of) tile
calendar year after the calendar year in which such belefit ili-
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crease is effective (or, in the case of an individual who dies during
the calendar year after the calendar year in which the benefit
increase is effective, with respect to such individual's taxable year
which ends, upon his death, during such year) 1

(B) Except as otherwise provided in subparagraph (D), the
exempt amount which is applicable to individuals described in
such subparagraph and the exempt amount. which is applicable to
other individuals, for each month of a particular taxable year,
shall each be whichever of the following is the larger-

(i) the corresponding exempt amount which is in effect
with respect to months in the taxable year in which the deter-
mination indvr :-ubparagraph (A) is iwide, or

(ii) the product of the exempt amount described in clause
(i) and the ratio of (1) the average of the total wages (as de-
fined in regulations of the Secretary and computed without
regard to the limitations specified in section 209(a)) reported
to the Secretary of the Treasury or his delegate for the calen-
dar year before the calendar year in which the determination
unde., subparagraph (A) is made to (II) the average of the
total wages (as .-o defined and computed) reported to the
Secretary of the Treasury or his delegate for the calendar
year before the most recent calendar year in which an in-
crease in the exempt amount was enacted or a determination
resulting in such an increase was made under subparagraph
(A). with such product. if not a multiple of $10, being
rounded to the next higher multiple of $10 where such prod-
uct is a multiple of $5 but not of $10 and to the nearest multi-
ple of $10 in any other case.

Whenever the Secretary determines that an exempt amount is to
be increased in any year under this paragraph, he shall notify the
House Committee on Ways and Means and the Senate Committee
on Finance within 30 days after the close of the base quarter (as
defined in section 215(i) (1) (A)) in such year of the estimated
amount of such increase, indicating the new exempt amount,
the actuarial estimates of the effect of the increase, and the ac-
tuarial assumptions and methodology used in preparing such
estinates.2

(C) Notwithstanding the determination of a new exempt
amount by the Secretary ruder subparagraph (A) (and notwith-
standing any publication thereof under such subparagraph or any
notification thereof under the last sentence of subparagraph (B)),

I Subparagraph (A) was amended by see. 301(a) of Pubne Law 95-216. See Appendax E
for exempt amounts for each year.9 Subparagraph (B) was amended by see. 8(t) of Fablle law 94-202 and by secs.
301(b) and 353(a) of Public Law 95-216.
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such new exempt amount shall not thke effect pursuant thereto if
*during the calendar year in which such determination is made it

law increasing the exempt amount is enacted.
(D) Notwithstanding any other provision of this -.ub.•ection,

the exempt amount which is applicable to an individual who has
attained age 65 before the close of the taxable year involved--

(i) shall be $333.331/1 for each month of any taxable year
ending after 1977 and before 1979,

(ii) shall be $.375 for each month of any taxable year
ending after 1978 and before 1980,

(iii) shall be, $416.66" for each month of any taxable year
ending after 1979 and before 1981,

(iv) shall be q58.331/3 for each month of any taxable year
ending after 1980 and before 1982. and

(v) shall be $500 for each month of any taxable year endl-
ing after 1981 arnd before 1983.1

Penalty for Failure to Report Certain Events
(g) Any individual in receipt of benefits subject to deduction under

subsection (c) (or who is in receipt of such benefits on behalf of an-
other individual), because of the occurrence of an event specified there-
in, who fails to report such occurrence to the Secretary prior to the

* receipt and acceptance of an insurance benefit for the second month
following the month in which such event occurred, shall suffer de-
ductions in addition to those imposed under subsection (c) as follows:

(1) if such failure is the first one with respect to which an
additional deduction is imposed by this subsection, such addi-
tional deduction shall be equal to his benefit or benefits for the
first month of the period !or which there is a failure to report even
though such failure is with respect to more than one month;

(2) if such failure is the second one with respect to which an
additional deduction is imposed by this subsection, such additional
deduction shall be equal to two times his benefit or benefits for the
first month of the period for which there is a failure to report even
though such failure is with respect to more than two months: and

(3) if such failure is the third or a subsequent one for which
an additional deduction is imposed under this subsection, such
additional deduction shall be equal to three times his benefit or
benefits for the first month of the period for which there is a
failure to report even though the failure to report is with respect
to more than three months;

SSubparagraph (D) was added by see. 301(c) (1) of Public La-Y 95-216. See also see.
301(c) (2) of Public Law 95-216 which Is printed in this document on p. 805.

79 See. 203(g)



Revised April 1978

except that the number of additional deductions required by this sub-
section shall not exceed the number of months in the period for which
there is a failure to report. As used in this subsection, the term "period
for which there is a failure to report" with respect to any individual
means the period for which such individual received and accepted in-
surance benefits under section 20-2 without making a timely report and
for which deductions are required under subsection (c).

Report of Earnings to Secretary
(h) (1) (A) If an individual is entitled to any monthly insurance

benefit under section 20-2 during any taxable year in which lie has
earnings or wages, as computed pursuant to paragraph (5) of subsec-
tion (f), in excess of the product of the applicable exemlpt amount as
determined under subsection (f) (8) times the number of months
in such year, such individual (or the individual who is in receipt of
such benefit on his behalf) shall make a report to the Secretary of
his earnings (or wages) for such taxable year. Such report shall
be made on or before the fifteenth day of the fourth month following
the close of such year, and shall contain such information and be made
in such manner as the Secretary may by regulations prescribe. Such
report need not be made for any taxable year (i) beginning with or
after the month in which such individual attained age 70,1 or (ii) if
benefit payments for all months (in such taxable year) in which such
individual is under age 70 1 have been suspended under the provisions
of the first sentence of paragraph (3) of this subsection. The Secretary
may grant a reasonable extension of time for making the report of
earnings required in this paragraph if lie finds that there is valid rea-
son for a delay, but in no case may the period be extended more than
three months. 2

(B) If the benefit payments of an individual have been suspended
for all months in any taxable year under the provisions of the first
sentence of paragraph (3) of this subsection, no benefit payments shall
be made to such individual for any such month in such taxable year
after the expiration of the period of three years, three months, and
fifteen days following the close of such taxable year unless within
such period the individual, or some other person entitled to benefits
under this title on the basis of the same wages and self-government
income, files with the Secretary information showing that a benefit
for such month is payable to such individual.

(2) If an individual fails to make a report required under para-
graph (1), within the time prescribed by or in accordance with such
paragraph, for any taxable year and any deduction is imposed under

"1See. 302(c) of Public Law 95-216 changed "72" to "70" effective for taxable years
ending after Dec. 31. 1981.

2 Subparagraph (A) was also amended by see. 301(d) of Public Law 95-216.
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subsection (b) by reason of his earnings for such year, he shall suffer
additional deductions as follows:

(A) if such failure is the first one with respect to which an
additional deduction is imposed under this paragraph, such addi-
tional deduction shall be equal to his benefit or benefits for the
last month of such year for which he was entitled to a benefit
under section 202, except that if the deduction imposed under sub-
section (b) by reason of his earnings for such year is less than
the amount of his benefit (or benefits) for the last month of
such year for which he was entitled to a benefit under section 202,
the additional deduction shall be equal to the amount of the deduc-
tion iniphosed under subsection (b) but not less than $10;

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

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

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

(3) If the Secretary determines, on the basis of information ob-
tained by or submitted to him, that it may reasonably be expected
that an individual entitled to benefits under section 2022 for any tax-
able year will suffer deductions imposed under subsection (b) by
reason of his earnings for such year, the Secretary may, before the
close of such taxable year, suspend the total or less than the total
payment for each month in such year (or for only such months as the
Secretary may specify) of the benefits payable on the basis of such
individual's wages and self-employment income ipnd such suspension
shall remain in effect with respect to the benefits for any month until
the Secretary has determined whether or not any deduction is imposed
for suoh month under subsection (b). The Secretary is authorized,
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before the close of the taxable year of an individual entitled to benefits
during such year, to request of such individual that he make, at such
time or times as the Secretary may specify, a declaration of his
estimated earnings for the taxable year and that he furnish to the
Secretary such other information with respect to such earnings as the
Secretary may specify. A failure by such individual to comply with
any such request shall in itself constitute justification for a deter-
mination under this paragraph that it may reasonably be expected
that the individual will suffer deductions imposed under subsection
(b) by reason of his earnings for such year. If, after the close of a
taxable year of an individual entitled to benefits under section .202
for such year, the Secretary requests such individual to furnish a
report of his earnings (as computed pursuant to paragraph (5) of
subsection (f)) for such taxable year or any other information with
respect to such earnings which the Secretary may specify, and the
individual fails to comply with such request, such failure shall in
itself constitute justification for a determination that such individual's
benefits are subject to deductions under subsection (b) for each month
in such taxable year (or only for such months thereof as the Secretary
may specify) by reason of his earnings for such year.

Circumstances Under Which Deductions and Reductions not Required
(i) In the case of any individual deductions by reason of the provi-

sions of subsection (b), (c), (g), or (h) of this section, or the provi-
sions of section 222(b), shall, notwithstanding such provisions, be
made from the benefit to which such individual is entitled only to the
extent that such deductions reduce the total amount which would oth-
erwise be paid, on the basis of the same wages and self-employment
income, to such individual and the other individuals living in the
same household.

Attainment of Age Seventy'

(j) For the purposes of this section, an individual shall be con-
sidered as seventy I years of age during the entire month in which he
attains such age.

Noncovered Remunerative Activity Outside the United States

(k) An individual shall be considered to be engaged in noncovered
remunerative activity outside the United States if he performs serv-
ices outside the United States as an employee and such services do
not constitute employment as defined in section 210 and are not per-
formed in the active military or naval service of the United States, or
if he carries on a trade or business outside the United States (other

I See. 302 (a) and (d) changed "seventy-two" to "seventy" effective for taxable years
ending after Dec. 31. 1981.
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* than the performance of service as an employee) the net income or
loss of which (1) is not includible in computing his net earnings from
self-employment for a taxable year and (2) would not be excluded
from net earnings from self-employment, if carried on in the United
States, by any of the numbered p)aragraphs of section 211(a). When
used in the preceding sentence with respect to a trade or business-
(other than the performance of service as an employee), the term
"United States" does not include the Commonwealth of Puerto Rico,
the Virgin Islands, G(uam. or American Samoa in the case of an alien
who is not a resident of the United States (including the Common-
wealth of Puerto Rico, the Virgin Islands, Guam, and American Sa-
moa) and the term "trade or business" shall have the same neanniug
as when umed in Section 162 of the Internal Revenue Code of 1954.

Good Cause for Failure To Make Reports Required

(1) The failure of an individual to make any report required by sub-
section (g) or (h) (1) (A) within the time prescribed therein shall not
be regarded as such a failure if it i., shown to the satisfaction of the
Secretary that he had good cause for failing to make such report
within such time. The determination of what constitutes good cause
for purposes of this subsection shall be made in accordance with regu-

* lations of the Secretary.

Overpayments and Underpayments

Sec. 204. (a) Whenever the Secretary finds that more or less than
the correct amounL ,f payment has been made to any person under
this title, proper adjustment or recovery shall be made, under regu-
lations prescribed by the Secretary, as follows:

(1) With respect to payment to a person of more than the correct
amount, the Secretary shall decrease any payment under this title
to which such overpaid person is entitled, or shall require such over-
paid peron or his estate to refund the amount in excess of the correct
amount, or shall decrease any payment under this title payable to his
estate or to any other person on the basis of the wages and self-employ-
ment income which were the basis of the payments to such overpaid
person, or shall apply any combination of the foregoing. A payment
made under this title on the basis of an erroneous report of death by
the Department of Defense of an individual in the line of duty while
he is a member of the uniformed services (as defined in section 210
(m)) on active duty (as defined in section 210(1)) shall not be con-
sidered an incorrect payment for any month prior to the month such
Department notifies the Secretary that such individual is alive.
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(2) With respect to payment to a person less than the correct
amount, the Secretary shall make payment of the balance of the
amount due such underpaid person, or, if such person dies before
payments are completed or before negotiating one or more checks
representing correct payments, disposition of the amount due shall be
made in accordance with subsection (d).

(b) In any case in which more than the correct amount of payment
has been made, there shall be no adjustment of payments to, or recov-
ery by the United States from, any person who is without fault if
such adjustment or recovery would defeat the purpose of this title or
would be against equity and good conscience.

(c) No certifying or disbursing officer shall be held liable for any
amount certified or paid by him to any person where the adjustment
or recovery of such amount is waived under subsection (b), or where
adjustment under subsection (a) is not completed prior to the death
of all persons against whose benefits deductions are authorized.

(d) If an individual dies before any payment due him under this
title is completed, payment of the amount due (including the amount
of any unnegotiated checks) shall be made--

(1) to the person, if any, who is determined by the Secretary
to be the surviving spouse of the deceased individual and who
either (i) was living in the same household with the deceased at
the time of his death or (ii) was, for the month in which the
deceased individual died, entitled to a monthly benefit on the basis
of the same wages and self-employment income as was the de-
ceased individual;

(2) if there is no person who meets the requirements of para-
graph (1), or if the person who meets such requirements dies
before the payment due him under this title is completed, to the
child or children, if any, of the deceased individual who were, for
the month in which the deceased individual died, entitled to
monthly benefits on the basis of the same wages and self-employ-
ment income as was the deceased individual (and, in case there
is more than one such child, in equal parts to each such child) ;

(3) if there is no person who meets the requirements of para-
graph (1) or (2), or if each person who meets such requirements
dies before the payment due him under this title is completed,
to the parent or parents, if any, of the deceased individual who
were, for the month in which the deceased individual died, en-
titled to monthly benefits on the basis of the same wages and self-
employment income as was the deceased individual (and, in case
there is more than one such parent, in equal parts to each such
pare4) ;
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(4) if there is no person who meets the requirements of para-
graph (1), (2), or (3), or if each person who meets such require-
ments dies before the payment due him under this title is com-
pleted, to the person, if any, determined by the Secretary to be
the surviving spouse of the deceased individual;

(5) if there is no person who meets the requirements of para-
graph (1), (2), (3), or (4), or if each person who meets such
requirements dies before the payment due hint under this title is
completed, to the person or persons. if any, determined by the
Secretary to be the child or children of the deceased individual
(and, in case there is more than one such child, in equal parts to
each such child) ;

(6) if there is no person who meets the requirements of para-
graph (1), (2), (3), (4), or (5), or if each person who meets such
requirements dies before the payment due him under this title
is completed, to the parent or parents, if any, of the deceased in-
dividual (and, in case there is more than one such parent, in equal
parts to each such parent) ; or

(7) if there is no person who meets the requirements of para-
graph (1), (2), (3), (4), (5), or (6), or if each person who meets
such requirements dies before the payment due him under this

* title is completed, to the legal representative of the estate of the
deceased individual, if any.

(e) For payments which are adjusted by reason of payment of bene-
fits under the supplemental security income program established by
title XVI, see section 1127.1

Evidence, Procedure, and Certification for Payment

Sec. 205. (a) The Secretary shall have full power and authority to
make rules and regulations and to establish procedures, not inconsist-
ent with the provisions of this title, which are necessary or appropri-
ate to carry out such provisions, and shall adopt reasonable and
proper rules and regulations to regulate and provide for the nature
and extent of the proofs and evidence and the method of taking and
furnishing the same in order to establish the right to benefits here-
under.

(b) The Secretary is directed to make findings of fact, and decisions
as to the rights of any individual applying for a payment under this
title. Any such decision by the Secretary which involves a determina-
tion of disability and which is in whole or in part unfavorable to
such individual shall contain a statement of the case, in understandable
language, setting forth a discussion of the evidence, and stating the

* Secretary's determination and the reason or reasons upon which it is
based. Upon request by any such individual or upon request by a wife,

" See. (e) was added by sec. 501 of P.L. 96-265.
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divorced wife, widow, surviving divorced wife, surviving divorced
mother, husband, widower, child, or parent who makes a showing in
writing that his or her rights may be prejudiced by any decision the
Secretary has rendered, he shall give such applicant and such other
individual reasonable notice and opportunity for a hearing with re-
spect to such decision, and, if a hearing is held, shall, on the basis of
evidence adduced at the hearing, affirm, modify, or reverse his findings
of fact and such decision. Any such request with respect to such a de-
cision must be filed within sixty days after notice of such decision
is received by the individual making such request. The Secretary
is further authorized, on his own motion, to hold such hearings and to
conduct such investigations and other proceedings as he may deem
necessary or proper for the administration of this title. In the course
of any hearing, investigation, or other proceeding, he may administer
oaths and affirmnations, examine witnesses, and receive evidence. Evi-
dence may be received at any hearing before the Secretary even
though inadmissible under rules of evidence applicable to court
procedure.'

(c) (1) For the purposes of this subsection-
(A) The term "year" means a calendar year when used with

respect to wages and a taxable year when used with respect to self-
e(llployylient income.'

(B) The term "time limitation" means a period of three years,
three months, and fifteen days.

(C) The termn "survivor" means an individual's spouse, sur-
viving divorced wife. surviving divorced mother, child, or parent,
who survives such individual.

(I)) The turin "'period" when used with respect to self-enmploy-
nient income means a taxable year and when used with respect to
"wages mieans-

(i) a quarter if wages were reported or should have been
reported on a quarterly basis on tax returns filed with the
Secretary of the Treasury or his delegate under section 6011
of the Internal Revenue Code of 1954 or regulations there-
under (or on reports filed by a State under section 218(e) or
regulations thereunder),

(ii) a year if wages were reported or should have been
reported on a yearly basis on such tax returns or reports, or

(iii) the half year beginning January 1 or July 1 in the
case of wages which were reported or should have been
reported for calendar year 1937.4

'See. (b) was amended by see. 305 of P.L. 196-265 effective July 1981.
The third sentence of see. 205(b) was amended by see. 4 of P.L. 94-202 effective Mar. 1,

1976. Prior to that date, the appeal period Is 6 months.
3 Subpar. (A) was amended by see. 353(f) (2) (A) of P.L 95-216.
6 Subpar. (D) was added by see. 353(f) (2) (B) of P.L. 95-216.
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* (2) (A) On the basis of information obtained by or submitted to the
Secretary, and after such verification thereof as he deems necessary,
the Secretary shall establish and maintain records of the amounts of
wages paid to, and the amounts of self-employment income derived
by, each individual and of the periods in which such wages were paid
and such income was derived and, upon request, shall inform any in-
dividual or his survivor, or the legal representative of such individual
or his estate, of the amounts of wages and self-employment income of
such individual and the periods during which such wages were paid
and such income was derived, as shown by such records at the time of
such request.

(B) (i) In carrying out his duties under subparagraph (A), the
Secretary shall take affirmative measures to assure that social security
account numbers will, to the maximum extent practicable, be assigned
to all members of appropriate groups or categories of individuals by
assigning such numbers (or ascertaining that such numbers have al-
ready been assigned) :

(I) to aliens at the time of their lawful admission to the United
States either for permanent residence or under other authority
of law permitting them to engage in employment in the United
States and to other aliens at such time as their status is so changed

* as to make it lawful for them to engage in such employment;
(II) to any individual who is an applicant for or recipient of

benefits under any program financed in whole or in part from
Federal funds including any child on whose behalf such benefit.
are claimed by another person; and

(III) to any other individual when it appears that he could
have been but was not assigned an account number under the pro-
visions of subclauses (I) or (II) but only after such investiga-
tion as is necessary to establish to the satisfaction of the Secretary,
the identity of such individual, the fact that an account number
has not already been assigned to such individual, and the fact that
such individual is a citizen or a noncitizen who is not, because of
his alien status, prohibited from engaging in employment;

and, in carrying out such duties, the Secretary is authorized to take
affirmative measures to assure the issuance of social security numbers:

(IV) to or on behalf of children who are below school age at
the request of their parents or guardians; and

(V) to children of school age at the time of their first enroll-
ment in school.

(ii) The Secretary shall require of applicants for social security
account numbers such evidence as may be necessary to establish the age,
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citizenship, or alien status, and true identity of such applicants, and to
determine which (if any) social security account number has previ-
ously been assigned to such individual.

(iii) In carrying out the requirements of this subparagraph, the See-
retary shall enter into such agreements as may be necessary with the
Attorney General and other officials and with State and local wel-
fare agencies and school authorities (including non-public school
authorities).

(C) (i) It is the policy of the United States that any State (or
political subdivision thereof) may, in the zvdninistration of any tIx,
general public a.4istance, driver's licen.,ý. or inotor vehicle registrar ion
law within its jurisdiction, utilize the social security account numbers
issued by the Secretary for the purpose of establishing the identifica-
tion of individuals affected by such law, and may require any individ-
ual who is or appears to be so affected to furnish to such State (or
political subdivision thereof (or any agency thereof having adminiis-
trative responsibility for the law involved, the social security account
number (or numbers, if lie has more than one such number) issued to
him by the Secretary.

(ii) If and to the extent that any provision of Federal law hereto-
fore enacted is inconsistent with the policy set forth in clause (i) of
this subparagraph. such provision shall, on and after the date of the
enactment of this subparagraph, be null. void, and of no effect.

(iii) For purposes of clause (i) of this subparagraph, an agency of
a State (or political subdivision thereof) charged with the adminis-
tration of any general public assistance, driver's license, or motor
vehicle registration law which did not use the social security account
number for identification under a law or regulation adopted before
January 1, 1975, may require an individual to disclose his or her social
security number to such agency solely for the purpose of administer-
ing the laws referred to in clause. (i) above and for the purpose of
responding to requests for information from an agency operating pur-
suant to the provisions of part A or D of title IV of the Social Security
Act.

(iv) For purposes of this subparagraph, the term "State" includes
the District of Columbia, the Conmmonwealth of Puerto Rico, the Vir-
gin Islands, Guam, the Commonwealth of the Northern Marianas,
and the Trust Territory of the Pacific Islands."

(3) The Secretary's record shall be evidence for the purpose of pro-
ceedings before the Secretary or any court of the amounts of wages
paid to, and self-employment income derived by, an individual and of
the periods in which such wages were paid and such income was de-

l Subparagraph (C) was added by section 1211(b) of Public Law 94-455.
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rived. The absence of an entry in such records as to wages alleged to
have been paid to, or as to self-employment income alleged to have
been derived by, an individual in any period shall be evidence that
no such alleged wages were paid to, or that no such alleged income was
derived by, such individual during such period.

(4) Prior to the expiration of the time limitation following any
year the Secretary may, if it is brought to his attention that any entry
of wages or self-employment income in his records for such year is
erroneous or that any itemi of wages or self-employmeat income for
such year has been omitted from such records, correct such entry or
include such omitted item in his records, as the case may be. After the
expiration of the time limitation following any ycar-

(A) the Secretary's records (with changes, if any, made pur-
suant to paragraph (5)) of the aniounts of wages paid to, and
self-employment income derived by, an individual during any
period in such year shall be conclusive for the purposes of this
title;

(B) the absence of an entry in the Secretary's records as to the
wages alleged to have been paid by an employer to an individual
during any period in such year shall be presumptive evidence for
the purposes of this title that no such alleged wages were paid to
such individual in such period; and

(C) the absence of an entry in the Secretary's records as to the
self-employment income alleged to have been derived by an indi-
vidual in such year shall be conclusive for the purposes of this
title that no such alleged self-employmeiit income was derived
by such individual in such year unless it is shown that he filed a
tax return of his self-employment income for such year before
the expiration of the time limitation following such year, in which
case the Secretary shall include in his records the self-employ-
ment income of such individual for such year.

(5) After the expiration of the time limitation following any year
in which wages were paid or alleged to have been paid to, or self-
employment income was derived or alleged to have been derived by, an
individual, the Secretary may change or delete any entry with respect
to wages or self-employment income in his records of such year for
such individual or include in his records of such year for such indi-
vidual any omitted item of wages or self-employment income but
only-

(A) if an application for monthly benefits or fer a lump-sum
death payment was filed within the tine limitation following
such year; except that no such change, deletion, or inclusion may
be made pursuant to this subparagraph after a final decision upon

*h the application for monthly benefits or lump-sum death payment;
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(B) if within the time limitation following such year an in-
dividual or his survivor nmkes a request for a change or deletion,
or for an inclusion of an omitted iten. and alleges in writing that
the Secretary's records of the wages paid to, or the Eelf-employ-
ment income derived by, such individual in such year are in one or
more respects erroneous; except that no such change, deletion. or
inclusion may be made pursuant to this subpai-agraph after a final
decision upon such request. Written notice of the Secretary's de-
cision on any such request shall be given to the individual who
made the request;

(C) to correct errors apparent on the face of such records;
(D) to tr-ansfer items to records of the Railroad Retirement

Board if such items were credited under this title when they
should have ieen credited under the Railroad Retirement Act, or
to enter items transferred i1y the Railroad Retirement Board
which have been credited under the Railroad Retirement Act when
they should have been credited under this title;

(E) to delete or reduce the amount of any entry which is er-
roneous as a result of fraud;

(F) to conform his records to.-
(i) tax returns cr portions thereof (including information

returns and other written statements) filed with the Comnis-
sioner of Internal Revenue under title Viii'of the Social
Security Act, under subchapter E of chapter I or subchapter
A of chapter 9 of the Internal Revenue Code of 1939, under
chapter 2 or 21 of the Internal Revenue Code of 1954, or
under regulations made under authority of such title, sub-
chapter, or chapter;

(ii) wage reports filed by a State pursuant to an agree-
ment under section 218 or regulations of the Secretary, there-
under; or

(iii) assessments of amounts due under an agreement pur-
suant to section 218, if such assessments are made within the
period specified in subsection (q) of such section, or allow-
ances of credits or refunds of overpayments by a State under
an agreement pursuant to such section;

except that no amount of self-employment income of an individ-
ual for any taxable year (if such return or statement was filed
after the expiration of the time limitation following the taxable
year) shall be included in the Secretary's records pursuant to this
subparagraph;

(G) to correct errors made in the allocation, to individuals or
periods, of wages ow self-employment income entered in the rec-
ords of the Secretrry;
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(H) to include wages paid during any period in such year to
an individual by an employer if there is an alkence of an entry
in the Secretary's records of wages having been paid by such
employer to such individual in such period;

(I) to enter items which constitute remuneration for employ-
ment under subsection (o), such entries to be in accordance with
certified reports of records made by the Railroad Retirement
Board pursuant to section 5(k) (3) of the Railroad Retirement
Act of 1937; or

(J) to include self-employment income for any taxable year,
up to, but not in excess of, the amount of wages deleted by the
Secretary as payments erroneously included in such records as
wages paid to such individual, if such income (or net earnings
front self-employment), not already included in such records as
self-employment income, is included in a return or statement (re-
ferred to in subptiragiuaph (F)) filed before the expiration of the
time limitation following the taxable year in which such deletion
of wages is made.

(6) Written notice of any deletion or reduction under paragraph
(4) or (5) shall be given to the individual whose record is involved or
to his survivor, except that (A) in the case of a deletion or reduction

O with respect to any entry of wages such notice shall be given to such
individual only if he has previously been notified by the Scretary of
the amount of his wages for the period involved, and (B) such notice
shall be given to such survivor only if he or the individual whose
record is involved has previously been notified by the Secretary of the
amount of such individual's wages and self-employment income for
the period involved.

(7) Upon request in writing (within such period, after any chai.ge
or refusal of a request for a change of his records pursuant to this
subsection, as the Secretary may prescribe), opportunity for hearing
with respect to such change or refusal shall be afforded to any individ-
ual named therein, or by registered mail or by certified mail the
Secretary shall make findings of fact and a decision based upon the
evidence adduced at such hearing and shall include any omitted items,
or change or delete any entry, in his records as may be required by such
findings and decision.

(8) Decisions of the Secretary under this subsection shall be review-
able by commencing a civil action in the United States district court
as provided in subsection (g).

(d) For the purpose of any hearing, investigation, or other pro-
ceeding authorized or directed under this title, or relative to any

O other matter within his jurisdiction hereunder, the Secretary shall
have power to issue subpenas requiring the attendance and testimony
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of witnesses and the production of any evidence that relates to any
matter under investigation or in question before the Secretary. Such
attendance of witnesses and production of evidence at the designated
place of such hearing, investigation, or other proceeding may be re-
quired from any place in the United States or in any Territory or
possession thereof. Subpenas of the Secretary shall be served by any-
one authorized by him (1) by delivering a copy thereof to the individ-
ual named therein, or (2) by registered mail or by certified mail ad-
dressed to such individual at his last dwelling place or principal place
of business. A verified return by the individual so serving tle subpena
setting forth the manner of service, or, in the case of service by reg-
istered maail or by certified mail, the return post-office receipt therefor
signed by the individual so served, shall be proof of service. Witnesses
so subpenaed shall be paid the same fees and mileage as are paid wit-
nexses in the district courts of the United States.

(e) In case of contumacy by, or refusal to obey a subpena duly
served upon, any person, any district court of the United States for the
judicial district in which said person charged with contumacy or re-
fusal to obey is found or resides or transacts business, upon application
by the Secretary, shall have jurisdiction to issue an order requiring
such person to appear and give testimony, or to appear and produce
evidence, or both; any failure to obey such order of the court may be
punished by said court as contempt thereof.

(f) [Repealed.]
(g) Any individual, after any final decision of the Secretary made

after a hearing to which lie was a party, irrespective of the amount
in controversy, may obtain a review of such decision by a civil action
commenced within sixty days after the waailing to him of notice of
such decision or within such further time -is the Secretary may allow.
Such action shall be brought in the district court of the United States
for the judicial district in which the plaintiff resides, or has his princi-
pal place of business, or, if he does not reside or have his principal
place of business within any such judicial di:-trict, in the District Court
of the United States for the District of Columbia. As part of his an-
swer the Secretary shall file a crtified copy of the transcript, of the
record including the evidence upon which the findings and decision
complained of are based. The court shall have power to enter, upon
the pleadings and transcript of the record, a judgment affirming, modi-
fying, or reversing the decision of the Secretary, with or without
remanding the case for a rehearing. The findings of the Secretary as
to any fact, if supported by substantial evidence, shall be conclusive,
and where a claim has been denied by the Secretary or a decision is
rendered under subsection (b) hereof which ik adverse to an individual
who was a party to the hearing before the Secretary, because of failure
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* of the claimant or such individual to submit proof in conformity with
any regulation prescribed under subsection (a) hereof, the court shall
review only the question of conformity with such regulations and the
validity of such regulations. The court may, on motion of the Secre-
tary made for good cause shown before he files his answer, remand
the case to the Secretary for further action by the Secretary, and it
may at any time order additional evidence to be taken before the
Secretary, but only upon a showing that there is new evidence which
is material and that there is good cause for the failure to incorporate
such evidence into the record in a prior proceeding; and the Secretary
shall, after the case is remanded, and after hearing such additional
evidence if so ordered, modify or affirm his findings of fact or his
decision, or both, and shall file with the court any such additional and

modified findings of fact and decision, and a transcript of the addi-
tional record and testimony upon which his action in modifying or

affirmaing was based. Such additional or modified findings of fact and

decision shall be reviewable only to the extent provided for review
of the original findings of fact and decision. The judgment of the

court shall be final except that it shall be subject to review in the same

manner as a judgment in other civil actions. Any action instituted in

accordance with this subsection shall survive notwithstanding any

* change in the person occupying the office of Secretary or any vacancy

in such office.'
(h) The findings and decision of the Secretary after a hearing shall

be binding upon all individuals who were parties to such hearing. No
"findings of fact or decision of the Secretary shall be reviewed by any
person, tribunal, or governmental agency except as herein provided.
No action against the United States, the Secretary, or any officer or
employee threof shall be brought under Section 24 of the Judicial
Code of the United States to recover on any claim arising under this
title.

(i) Upon final decision of the Secretary, or upon final judgment of
any court of competent jurisdiction, that any person is entitled to any
payment or payments under this title, the Secretary shall certify to
the Managing Trustee the name and address of the person so entitled
to receive such payment or payments, the amount of such payment or
payments, and the time at which such payment or payments should
be made, and the Managing Trustee, through the Fiscal Service of the
Treasury Department, and prior to any action thereon by the General
Accounting Office, shall make payment in accordance with the certifi-
cation of the Secretary (except that in the case of (A) an individual
who will have completed ten years of service creditable under the Rail-

Aft road Retirement Act of 1937 or the Railroad Retirement Acd of 1974,

I See. 205(g) was amended by see. 305 of P.L. 96-265.
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(B) the wife or husband of such an individual. (C) any survivor of
such an individual if such survivor is entitled or could upon applica-
tion become entitled, to an annuity under section 2 of the RP;lroad
Retirement Act of 1974, and (D) any other person entitled to benefits

V,
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under section 202 of this Act on the basis of the wages and self-employ-
ment income of such an individual (except a survivor of such an indi-
vidual where such individual did not have a current connection with
the railroad industry, as defined in the Railroad Retirement Act of
1974, at the time of his death), such certification shall be made to the
Railroad Retirement Board which shall pro-ide for such payment or
payments to such person on behalf of the Managing Trustee in accord-
ance with the provisions of the Railroad Retirement Act of 1974):
Prorddd, That. where a review of the Secretary's decision is or may
be sought under subsection (g) the Secretary may withhold certifica-
tion of payment pending such review. The Managing Trustee shall
not be held personally liable for any payment or payments made in
accordance with a certification by the Secretary.

(j) When it appears to the Secretary that the interest of an appli-
cant entitled to a payment would be served thereby, certification of
payment may be made, regardless of the legal competency or incompe-
tency of the individual entitled thereto, either for direct payment to
such applicant, or for his use and benefit to a relative or some other
person.

(k) Any payment made after December 31, 1939, under conditions
set forth in 'ýubsection (j), any payment made before January 1, 1940,
to, or on behalf of. a legally incompetent individual, and any payment
made after Decembepr 31, 1939. to a legally incompetent individual
without knowledge by the Secretary of incompetency prior to certifi-
cation of payment, if otherwise valid under this title, shall be a com-
plete settlement and satisfaction of any claim, right, or interest in and
to such payment.

(1) The Secretary is authorized to delegate to any member, officer,
or employee of the Department of Health, Education, and Welfare
designated by h.Iin any of the powers conferred upon him by this sec-
tion. and iF, authorized to be represented by his own attorneys in any
court in any case or proceeding arising under the provisions of sub-
section (e).

(m) [Repealed.]
(n) The Scretary may, in his discretion, certify to the Managing

Trustee any two or more individuals of the sane family for joint pay-
ment of the total benefits payable to such individuals for any month,
and if one of such individuals dies before a check representing such
joint payment is negotiated, payment of the amount of such unnegoti-
ated check to the surviving individual or individuals may be author-
ized in accordance with regulations of the Secretary of the Treasury;
except that appropriate adjustment or recovery shall be made under
section 204(a) with respect to so much of the amount of such check as
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exceeds the amount to which such surviving individual or individuals. are entitled under this title for such month.
Crediting of Compensation Under the Railroad Retirement Act

(o) If there is no person who would be entitled, upon application
therefor, to an annuity under section 2 of the Railroad Retirement Act
of 1974, or to a lump-sum payment under section 6(b) of such Act
with respect to the death of an employee (as defined in such Act),
then, notwithstanding section 210(a) (9) of this Act, compensation
(as defined in such Railroad Retirement Act, but excluding com-
pensation attributable as having been paid during any month on
account of military service creditable under section 3(i) of such Act
if wages are deemed to have been paid to such employee during such
month under subsection (a) or (e) of section 217 of this Act) of such
employee shall constitute remuneration for employment for purposes
of determining (A) entitlement to and the amount of any lump-sum
death payment under this title on the basis of such employee's wages
and self-employment income and (B) entitlement to and the amount
of any monthly benefit under this title, for the month in which such
employee died or for any month thereafter, on the basis of such wages
and self-employment income. For such purposes, compensation (as so
defined) paid in a calendar year before 1978 shall, in the absence of evi-

* dence to the contrary, be presumed to have been paid in equal propor-
tions with respect to all months in the year in which the employee
rendered services for such compensation.1

Special Rules in Case of Federal Service
(p) (1) With respect to service included as employment under sec-

tion 210 which is performed in the employ of the United States or in
the employ of any instrumentality which is wholly owned by the
United States, including service, performed as a member of a uni-
formed service, to which the provisions of subsection (1) (1) of such
section are applicable, and including service, performed as a volunteer
or volunteer leader within the meaning of the Peace Corps Act, to
which the provisions of section 210(o) are applicable, the Secretary
shall not make determinations as to whether an individual has per-
formed such service, the periods of such service, the amounts of re-
muneration for such service which constitute wages under the provi-
sions of section 209, or the periods in which or for which such wages
were paid, but shall accept the determinations with respect thereto of
the head of the appropriate Federal agency or instrumentality, and
of such agents as such head may designate, as evidenced by returns
filed in accordance with the provisions of section 3122 of the Internal

B I Subsection (o) was amended by see. 353(f)(2)(C) of Public Law 95-216.
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Revenue Code of 1954 and certifications made pursuant to this sub-
section. Such determinations shall be final and conclusive.

(2) The head of any such agency or instrumentality is authorized
and directed, upon written request of the Secretary, to make certifica-
tion to him with respect to any matter determinable for the Secretary
by such head or his agents under this subsection, which the Secretary
finds necessary in administering this title.

(3) The provisions of paragraphs (1) and (2) shall be applicable in
the case of service performed by a civilian employee, not compensated
from funds appropriated by the Congress, in the Army and Air Force
Exchange Service, Army and Air Force Motion Picture Service, Navy
Exchanges, Marine Corps Exchanges, or other activities, conducted by
an instrumentality of the United States subject to the jurisdiction of
the Secretary of Defense, at installations of the Department of Defense
for the comfort, pleasure, contentment, and mental and physical im-
provement of personnel of such Department; and for purposes of
paragraphs (1) and (2) the Secretary of Defense shall be deemed to
be the head of such instrumentality. The provisions of paragraphs
(1) and (2) shall be applicable also in the case of service performed
by a civilian employee, not compensated from funds appropriated by
the Congress, in the Coast Guard Exchanges or other activities, con-
ducted by an instrumentality of the United States subject to the juris-
diction of the Secretary of Transportation, at installations of the Coast
Guard for the comfort, pleasure, contentment, and mental and physical
improvement of personnel of the Coast Guard; and for purposes of
p'aragraphls (1) and (2) the Sevretary of Transportation ,4hall be
deenied to be the head of such instruimentalitv.1

Expedite Benefit Payments
(q) (1) The Secretary shall establish and put into effect procedures

under which expedited payment of monthly insurance benefits under
this title will, subject to paragraph (4) of this subsection, be made as
set forth in paragraphs (2) and (3) of this subsection.

(2) In any case in which-
(A) an individual makes an allegation that a monthly benefit

under this title was due him in a particular month but was not
paid to him, and

(B) such individual submits a written request for the payment
of such benefit--

(i) in the case of an individual who received a regular
monthly benefit in the month preceding the month with re-
spect to which such allegation is made, not less than 30 daya
after the 15th day of the month with respect to which such
allegation is made (and in the event that such request is sub-
mitted prior to the expiration of such 30-day period, it shall

I Paragraph (3) was amended by section (703) (J) (14) (B) of Public Law 95-600.
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be deemed to have been submitted upon the expiration of
such period), and

(ii) in any other case, not. l.sus than 90 days after the later
of (I) the date on which such benefit is alleged to have been
due, or (IT) the date on which such individual furnished the
last information requested by the Secretary (and such written
request will be deemed to be filed on the day on which it was
filed, or the ninetieth day after the first day on which the
Secretary has evidence that such allegation is true, which-
ever is later),

the Secretary shall, if he finds that benefits are due, certify such
benefits for payment, and payment shall be made within 15 days
immediately following the date on which the written request is
deemed to have been filed.

(3) In any case in which the Secretary determines that there is
evidence, although additional evidence might be required for a final
decision, that an allegation described in paragraph (2) (A) is true, he
may make a preliminary certification of such benefit for payment even
though the 30-day or 90-day periods described in paragraph (2) (B)
(i) and (B) (ii) have not elapsed.

(4) Any payment made pursuant to a certification under paragraph
* (3) of this subsection shall not be considered an incorrect payment for

purposes of determining the liability of the certifying or disbursing
officer.

(5) For purposes of this subsection, benefits payable under section
228 shall be treated as monthly insurance benefits payable under this
title. However, this subsection shall not apply with respect to any
benefit for which a check has been negotiated, or with respect to any
benefit alleged to be due under either section 223, or -section 202 to a
wife, husband, or child of an individual entitled to or applying for
benefits under section 223, or to a child who has attained age 18 and
is under .a disability, or to a widow or widower on the basis of being
under a disability.

Representation of Claimants

Sec. 206. (a) The Secretary may prescribe rules and regulations
governing the recognition of agents or other persons, other than at-
torneys as hereinafter provided, representing claimants before the
Secretary, and may require of such agents or other persons, before
being recognized as representatives of claimants that they shall show
that they are of good character and in good repute, possessed of the
necessary qualifications to enable them to render such claimants valu-

* able service, and otherwise competent to advise and assist such claim-
ants in the presentation of their cases. An attorney in good standing
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who is admitted to practice before the highest court of the State, Terri-
tory, District, or insular possession of his residence or before the Su-
preme Court of the United States or the inferior Federal courts, shall
be entitled to represent claimants before the Secretary. The Secretary
may, after due notice and opportunity for hearing, suspend or pro-
hibit from further practice before him any such person, agent, or
attorney who refu.-es to comply with the Secretary's rules and regula-
tions or who violates any provision of this section for which a penalty
is prescribed. The Secretary may. by rule aid regulation. prescribe
the maximum fees which may be charged for services performed in
connection with any claim before the Secretary under this title, and
any agreemellt in violation of such rules and regulations shall be
void. 'Whenever the Secretary, in any elaim before him for benefits
under this title. makes a determination favorable to the claimant, he
shall, if the claimant was represented by an attorney in connection
with such claim, fix (in accordance with the regulations pre.cribed
pursuant to the preceding sentence) a reasonable fee to compensate
such attorney for the services performed by him in connection with
such claim. If, as a result of such determination, such claimant is en-
titled to past-due benefits under this title, the S-ecretary shall, notwith-
standing section 205(i), certify for payment (out of such past-due
benefits) to such attorney an amount equal to whichever of the follow-
ing is the smaller: (A) 25 per centuin of the total amount of such past-
due benefits. (B) the amount of the attorney's fee so fixed, or (C) the
amount agreed upon between the claimant and such attorney as the fee
for such attorney's services. Any person who shall, with intent to de-
fraud, in any manner willfully and knowvingly deceive, mislead, or
threaten any claimant or prospe-ctive claimant or beneficiary under
this title by word, circular, letter, or idvertisemnent. or who shall
knowingly charge or collect directly or indirectly any fee in excess of
the maximum fee. or make any agreement directly or indirectly to
charge or collect any fee in excess of the maximum fee, prescribed by
the Secretary shall be deemed guilty of a misdemeanor and, upon con-
victi')n thereof, shall for each offense be punished by a fine not exceed-
ing $500 or by imprisonment not exceeding one year, or both.

(b) (1) Whenever a court renders a judgment favorable to a claim-
ant under this title who was represented before the court by an at-
torney. the court miav determine and allow as part of its judgment a
reasonable fee for such representation, ¶mot ir. excess of 25 percent of
the total of the past-due benefits to whi'h the claimant is entitled by
reason of such judgment, and the Secretary may, notwithstanding the
provisions of section 205(i). certify the amount of such fee for pay-
ment to such attorney out of. and not in addition to, the amount of
such past-due benefits. In ca-se of any such judgment, no other fee may

90



Sec. 208(c)

* be payable or certified for payinent for such representation except as
provided in this paragraph.

(2) Any attorney who charges, dentands, receives, or collects for
services rendered in connection with proceedings before a court to
which paragraph (1) is applicable any amount in excess of that al-
lowed by the court thereunder shall be guilty of a inisdeineanor and
upon conviction thereof shall be subject to a fine of not more than
$500, or imprisonment for not more than one year, or both.

Assignment

Sec. 207. The right of any pe.ison to any future paynuent trider this
title shall not be transferable or assignable, tit law or in equity, and
none of the moneys paid or payable or rights existing under this title
shall be subject to execution, levy, attachment, garnishment, or other
legal process, or to the operation of any bankruptcy or insolvency law.

Penalties
Sec. 208. Whoever-
(a) for the purpose of causing an increase in any payment author-

ized to be made under this title. or for the purpose of causing any
payment to be made where no payinent i-3 authorized under this title,

* shall make or cause to be minade any false statement . or representation
(includin-g any false statement. or representation in connec•tion with
any matter arising under s.ubchapter E of chapter 1. or suibhapter A
or E of chapter 9 of the Internal Revenue ('ode of 1939. or chapter "2
or 21 or subtitle F of the Internal Revenue 'ode of 1954) as to-

(1) whether wages were paid or received for employment (as
said ternis are defined in this title and the Internal Revenue
Code), or the ainount of wages or the period during which paid
or the person to whomi paid; or

(2) whether net .arnings from self-employment (as Such term
is defined in this title and in the Internal Revenue Code) were
derived, or as to the amount of such net earnings or the period
during which or the person by whom dcrivedl: or

(3) whether a person entitled to benefits under this title had
earning jin or for a particular period (as determined under see-
tion 203(f) of tfhis title for purposes of deductions from benefits),
or as to the amount thereof; or

(b) makes or causes to be made any false statement or representa-
tion of a material fact in any application fonr any payment or for a
disability determination under this title: or

(c) at any time makes or causes to be :,iade any false Statement or
Srepresentation of a material fact fori ume in determining rights to pay-

ment under this title; or
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(d) having knowledge of the occurrence of any event affecting (1)
his initial or continued right to any payment tinder this title, or (2)
the initial or continued right to any payment of any other individual
in whose behalf lie has applied for or is receiving such payment, con-
ceals or fails to disclose such event with an intent fraudulently to
secure payment either in a greater amount than is due or when no
payment is authorized; or

(e) having made application to receive payment under this title for
the u6e and benefit of another and having received such a payment,
knowingly and willfully converts such a payment, or any part there-
of, to a use other than for the use and benefit of such other person,
shall be guilty of a inisdemeanor and upon conviction thereof shall
be fined not more than $1,000 or imprisoned for not more than one
year, or both, or

(f) willfully, knowingly, and with intent to deceive the Secretary
as to his true identity (or the true identity of any other person) fur-
nishes or causes to be furnished false information to the Secretary
with respect to any information required by the Secretary in connec-
tion with the establishment, and maintenance of the records provided
for in section 205 (c) (2) ; or

(g) for the purpose of causing an increa-e in any payment author-
ized under this title (or any other program financed in whole or in
part from Federal funds), or for the purpose of causing a payment
under this title (or any such other program) to be made when no pay-
ment is authorized thereunder, or for the purpose of obtaining (for
himself or any other person) any payment or any other benefit to
which he (or such other person) is not entitled, or for any other
purpose-

(1) willfully, knowingly, and with intent to deceive, uses a
social security account number, assigned by the Secretary (in the
exercise of his authority under section 205(c) (2) to establish and
maintain records) on the basis of false information furnished to
the Secretary by him or by any other person; or

(2) with intent to deceive, falsely represents a number to be
the social security account number assigned by the Secretary to
him or to another person, when in fact such number is not the
social security account number assigned by the Secretary to him
or to such other person; or-

(h) discloses, uses, or compels the disclosure of the social secu-
rity number of any person in violation of the laws of the United
States; 2
shall be guilty of a misdemeanor and upon conviction thereof shall
be fined not more than $1,000 or imprisoned for not more than one
year. or both.

I Subsection (g) was amended by sections 1211(a) and (d) (2) of P.L. 94-455.
2 Subsection (h) was added by section 1211(d) (1) of P.1. 94-455.
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* Definition of Wages
Sec. 209. For the purposes of this title, the tern "wages" means

remuneration paid prior to 1951 which was wages for the purposes
of this title under the law applicable to the payment of such remunera-
tion, and remuneration paid after 1950 for employment, including
the cash value of all remuneration paid in any medium other than
cash; except that, in the case of remuneration paid after 1950, such
term shall not include-

(a) (1) That part of remuneration which, after remuneration (other
than remuneration referred to in the succeeding subsections of this
section) equal to $3,600 with respect to employment has been paid
to an individual during any calendar year prior to 1955, is paid
to such individual during such calendar year;

(2) That part of remuneration which, after remuneration (other
than remuneration referred to in the succeeding subsections of this
section) equal to $4,200 with respect to employment has been paid
to an individual during any calendar year after 1954 and prior to
1959, is paid to such individual during such calendar year;

(3) That part of remuneration which, after remuneration (other
than remuneration referred to in the succeeding subsection of this
section) equal to $4,800 with respect to employment has been paid to
an individual during any calendar year after 1958 and prior to 1966,
is paid to such individual during such calendar year;

(4) That part, of remuneration which, after remuneration (other
than remuneration referred to in the succeeding subsections of this
section) equal to $6,600 with respect to employment has been paid to
an individual during any calendar year after 1965 and prior to 1968,
is paid to such individual during such calendar year;

(5) That part of remuneration which, after remuneration (other
than remuneration referred to in the succeeding subsections of this
section) equal to $7,800 with respect to employment has been paid to
an individual during any calendar year after 1967 and prior to 1972,
is paid to such individual during such calendar year;

(6) That part of remuneration which, after remuneration (other
than remuneration referred to in the succeeding subsections of this
section) equal to $9,000 with respect to employment has been paid to
an individual during any calendar year after 1971 and prior to 1973
is paid to such individual during such calendar year;

(7) That part of remuneration which, after remuneration (other
than remuneration referred to in the succeeding subsections of this
section) equal to $10,800 with respect to employment has been paid to
an individual during any calendar year after 1972 and prior to 1974,
is paid to such individual during such calendar year;
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(8) That part of remuneration which, after remuneration (other
than remuneration referred to in the succeeding subsections of thisW
section) equal to $13,200 with respect to employment has been paid
to an individual during any calendar year after 1973 and prior to
1975, is paid to such individual during such calendar year;

(9) That part of remuneration which, after remuneration (other
than remuneration referred to in the succeeding subsections of this
section) equal to the contribution and benefit base (determined under
section 230)" with respect to employment has been paid to an indi-
vidual during any calendar year after 1974 with respect to which
such contribution and benefit base is effective, is paid to such individual
during such calendar year;

(b) The amount of any payment (including any amount paid by an
employer for insurance or annuities, or into a fund, to provide for
any such payment.) made to, or on behalf of, an employee or any of
his dependents under a plan or system established by an employer
which makes provision for his employees generally (or for his em-
ployees generally and their dependents) or for a class or classes of
his employees (or for a class or classes of his employees and their
dependents), on account of (1) retirement, or (2) sickness or accident
disability, or (3) medical or hospitalization expenses in connection
with sickness or accident disability, or (4) death;

(c) Any payment made to an employee (including any amount paid
by an employer for insurance or annuities, or into a fund, to provide
for any such payment) on account of retirement;

(d) Any payment on account of sickness or accident disability, or
medical or hospitalization expenses in connection with sickness or
accident disability, made by an employer to, or on behalf of, an em-
ployee after the expiration of six calendar months following the last
calendar month in which the employee worked for such employer;

(e) Any payment made to, or on behalf of an employee or his bene-
ficiary (1) from or to a trust exempt from tax under section 165(a) of
the Internal Revenue Code of 1939 at the time of such payment or, in
the case of a payment after 1954, under sections 401 and 501 (a) of
the Internal Revenue Code of 1954, unless such payment is made to an
employee of the trust as remuneration for services rendered as such
employee and not as a beneficiary of the trust, or (2) under or to an
annuity plan which, at the time of such payment, meets the require-
ments of section 165(a) (3), (4), (5), and (6) of the Internal Revenue
Code of 1939, or, in the case of a payment after 1954 and prior to 1963,
the requirements of section 401(a) (3), (4), (5), and (6) of the Inter-
mial Revenue Code of 1954, or (3) under or to an annuity plan which,

I See Appendix B.
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* at the time of any such payment after 1962, is a plan described iii sec-
tion 403(a) of the Internal Revenue Code of 1954, or (4) under or to
a bond purchase plan which, at the time of any such payment after
1962, is a qualified bond purchase plan described in section 405(a) of
the Internal Revenue Code of 1954;

(f) The payment by an employer (without deduction from the re-
muneration of the employee) (1) of the tax imposed upon an employee
under section 1400 of the Internal Revenue Code of 1939, or in the case
of a payment after 1954 under section 3101 of the Internal Revenue
Code of 1951, or (2) of any payment required from an employee
under a State unemployment compensation law;

(g) (1) Remuneration paid in any medium other than cash to an
employee for service not in the course of the employer's trade or busi-
ness or for domestic service in a private home of the employer;

(2) Cash remuneration paid by an employer in any calendar quar-
ter to an employee for domestic service in a private home of the em-
ployer, if the cash remuneration paid in such quarter by the employer
to the employee for such service is less than $50. As used in this para-
graph, the term "domestic service in a private home of the employer"
does not include service described in section 210(f) (5) ;

(3) Cash remuneration paid by an employer in any calendar year
to an employee for service not in the course of the employer's trade
or business, if the cash remuneration paid in such year by the em-
ployer to the employee for such service is less than $100. As used in this
paragraph, the term "service not in the course of the employer's trade
or business" does not include domestic service in a private home of
the employer and does not include service described in section
210(f) (5); 1

(h) (1) Remuneration paid in any medium other than cash for agri-
cultural labor;

(2) Cash remuneration paid by an employer in any calendar year
to an employee for agricultural labor unless (A) the cash remunera-
tion paid in such year by the employer to the employee for such labor
is $150 or more, or (B) the employee performs agricultural labor for
the employer on twenty days or more during such year for cash
remuneration computed on a time basis;

(i) Any payment (other than vacation or sick pay) made to an em-
ployee after the month in which lie attains age 62 if lie did not work
for the employer in the period for which such payment is made. As
used in this subsection, the term "sick pay" includes remuneration for
service in the employ of a State, a political subdivision (as defined in
section 218(b) (2)) of a State, w.r an instrumentality of two or more

I 1 Paragraph (3) was amended by sec. 353(a) (i) and (2) of Public Law 95-216.
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States, paid to an employee thereof for a period during which he was
absent from work because of sickness;

(j) Remuneration paid by an employer in any year to an em-
ployee for service described in section 210(j) (3) (C) (relating to home
workers), if the cash remuneration paid in such year by the employer
to the employee for such service is less than $100; 1

(k) Remuneration paid to or on behalf of an employee if (and to
the extent that) at the time of the payment of such remuneration it is
reasonable to believe that a corresponding deduction is allowable under
section 217 of the Internal Revenue Code of 1954;

(1) (1) Tips paid in any medium other than cash;
(2) Cash tips received by an employee in any calendar month in the

course of his employment by an employer unless the amount of such
cash tips is $20 or more;

(in) Any payment or series of payments by an employer to an
employee or any of his dependents which is paid-

(1) upon or after the termination of an employee's employ-
ment relationship because of (A) death, (B) retirement for dis-
ability, or kC) retirement after attaining an age specified in the
plan referred to in paragraph (2) or in a pension plan of the
employer, and

(2) under a plan established by the employer which makes
provision for his employees generally or a class or classes of his
employees (or for such employees or class or classes of employees
and their dependents),

other than any such payment or series of payments which would have
been paid if the employee's employment relationship had not been
so terminated;

(n) Any payment made by an employer to a survivor or the estate
of a former employee after the calendar year in which such employee
died;

(o) Any payment made by an employer to an employee, if at the
time such payment is made such employee is entitled to disability in-
surance benefits under section 223(a) and such entitlement commenced
prior to the calendar year in which such payment is made, and if such
employee did not perform any services for such employer during the
period for which such payment is made; or

(p) Remuneration paid by an organization exempt from income
tax under section 501 of the Internal Revenue Code of 1954 in any
calendar year to an employee for service rendered in the employ of
such organization, if the remuneration paid in such year by the orga-
nization to the employee for such service is less than $100.2

'Subsection (j) was amended by sec. 351(a)(1) and (2) of Public Law 95-216.
'Subsection (p) was added by see. 351(a) (3) (A) of Public Law 95-216.
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(p) Any contribution, payment, or service, provided by an employer
which may be excluded from the gross income of an employee, his
spouse, or his dependents, under the provisions of section 120 of the
Internal Revenue Code of 1954 (relating to amounts received under
qualified group legal services plans).'

For purposes of this title, in the case of domestic service described in
subsection (g) (2), any payment of cash remuneration for such service
which is more or less than a whole-dollar amount shall, under such
conditions and to such extent as may be prescribed by regulations made
under this title, be computed to the nearest dollar. For the purpose of

I The second subsection (p) was added by section 3(c) of Public law 95-472. (The desix-
nation of this subsection Is a technical error: technical corrections to subsection to) and to
the first subsection (p) are alto needed to accommodate this subsection.)
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0 the computation to the nearest dollar, the payment of a fractional partof a dollar shall be disregarded unless it amounts to one-half dollar or
more, in which case it shall be increased to $1. The am unt of any pay-
ment of cash remuneration so computed to the nearest dollar shall, in
lieu of the amount actually paid, be deemed to constitute the amount
of cash remuneration for purposes of subsection (g) (2).

For purposes of this title, in the case of an individual performing
service, as a member of a uniformed service, to which the provisions
of section 210(l) (1) are applicable, the term "wages" shall, subject to
the provisions of subsection (a) of this section, include as such individ-
ual's remuneration for such service only his basic pay as described in
section 102(10) of the Servicemen's and Veterans' Survivor Benefits
Act.

For purposes of this title, in the case of an individual performing
service, as a volunteer or volunteer leader within the meaning of the
Peace Corps Act, to which the provisions of section 210(o) are appli-
cable, (1) the term "wages" shall, subject to the provisions of subsec-
tion (a) of this section, include as such individuals remuneration for
such service only amounts certified as payable pursuant to section 5(c)
or 6(1) of the Peace Corps Act, and (2) any such amount shall be
deemed to have been paid to such individual at the time the service,Q * with respect to which it is paid, is perfonred.

W• For purposes of this title, tips received by an employee in the course
of his employment shall be considered remuneration for employment.
Such remuneration shall be deemed to be paid at the time : written
statement including such tips is furnished to the employer pursuant to
section 6053(a) of the Internal Revenue Code of 1954 or (if no state-
ment including such tips is so furnished) at the time received.

For purposes of this title, in any case where an individual is a mem-
ber of a religious order (as defined in section 3121 (r) (2) of the Inter-
nal Revenue Code of 1954) performing service in the exercise of duties
required by such order, and an election of coverage under section 3121
(r) of such Code is in effect with respect to such order or with respect
to the autonomous subdivision thereof to which such member belongs,
the term "wages" shall, subject to the provisions of subsection (a) of
this section, include as such individual's remuneration for such service
the fair market value of any board, lodging, clothing, and other per-
quisites furnished to such member by such order or subdivision
t!hereof or by any other person or organization pursuant to an agree-
iment with such order or subdivision, except that the amount included
as such individual's remuneration under this paragraph shall not be
less than $100 a month.
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Definition of Employment

Sec. 210. For the purposes of this title-

Employment

(a) The term "employment" means any Service performed after
1936 and prior to 1951 which was employment for the purposes of this
title under the law applicable to the period in which such service was
performed, and any service, of whatever nature, performed after 1950

either (A) by an employee for the person employing him, irrespective
of the citizenship or residence of either, (i) within the United States,
or (ii) on or in connection with anl American vessel or American air-
craft under a contract of service which is entered into within the

United States or during the performance of which and while the
employee is employed on the vessel or aircraft it touches at a port in
the United States, if the employee is enIployed on and in connection
with such vessel or aircraft when outside the United States, or (B)
outside the United States by a. citizen of tile I7nited States as an
employee (i) of an American employer (as defined in subsection (e)),
or (ii) of a foreign subsidiary (as defined in section 3121 (1) of the
Internal Revenue Code of 1954) of a domestic corporation (as deter-
mined in accordance with section 7701 of the Internal Revenue Code
of 1954) during any period for which there is in effect an agreement
entered into pursuant to section 3121(1) of the Internal Revenue Code
of 1954, with respect to such subsidiary; except that, in the case of
service performed after 1950, such term shall not include-

(1) Service performed by foreign agricultural workers (A)
under contracts entered into in accordance with title V of the
Agricultural Act of 1949, as amended, or (B) lawfully admitted
to the United States from the Bahamas, Jamaica, and the other
British West Indies, or from any other foreign country or posses-
sion thereof, on a temporary basis to perform agricultural labor;

(2) Domestic service performed in a local college club, or local
chapter of a college fraternity or sorority, by a student who is
enrolled and is regularly attending classes at a school, college, or
university;

(3) (A) Service performed by an individual in the employ of
his spouse, and service performed by a child under the age of
twenty-one in the employ of his father or mother;

(B) Service not in the course of the employer's trade or busi-
ness, or domestic service in a private home of the employer, per-
formed by an individual in the employ of his son or daughter;
except that the provisions of this subparagraph shall not be
applicable to such domestic service if- '
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(i) the employer is a surviving spouse or a divorced indi-
vidual and has not remarried, or has a spouse living in the
home who has a mental or physical condition which results in
such spouse's being incapable of caring for a son, daughter,
stepson, or stepldaughter (referred to in clause (ii)) for at
least. 4 continuous weeks in the calendar quarter in which the
service is rendered, and

(ii) a son, daughter, stepson. or stepdaughter of such em-
ployer is living in the home, and

(iii) the son, daughter, stepson, or stepdaughter (referred
to in clause (ii) ) has not attained age 18 or has a mental or
physical condition wlich requires the personal care and super-
vision of an adult for at least 4 continuous weeks in the cal-
lendar quarter in which the service is rendered;

(4) Service performed by an individual on or in connection
with a vessel not an American vessel, or on or in connection with
an aircraft not. an Amnerican aircraft, if (A) the iahdividual is
einployed on and in connection with vucli vessel or aircraft when
outside the United States and (B) (i) such individual is not a
citizen of the United States or (ii) the employer is not an Amier-
ican employer;

(5) Service performed in the employ of any instrumentality
of the United States, if such instrumentality is exempt from the
tax imposed by section 3111 of the Internal Revenue Code of
1954 by virtue of any provision of law which specifically refers
to such section in granting such exellption;

(6) (A) Service performed in the employ of the United States
or in the employ of any instrumentality of the United States, if
such service is covered by a retirenieut system established by a law
of the United States;

(B) Service performed by an individual in the employ of an
instrumentality of the United States if such an instrumentality
was exempt from the tax imposed by section 1410 of the Internal
Revenue Code of 1939 on December 31, 1950, and if such service
is covered by a retirement system established by such instru-
mentality; except that the provisions of this subparagraph shall
not be applicable to-

(i) service performed in the employ of a corporation which
is wholly owned by the United States"

(ii) service performed in the employ of a Federal land
bank, a Federal intermediate credit bank, a bank for cooper-
atives, a Federal land bank association, a production credit
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association, a Federal Reserve Bank. a Federal Home Loan
Bank, or a Federal Credit Union; W

(iii) service performed in the employ of a State, county,
or community committee under the Production and Market-
ing Administration;

(iv) service performed by a civilian employee, not com-
pensated from funds appropriated by the Congress, in the
Army and Air Force Exchange Service, Army and Air Force
Motion Picture Service, Navy Exchanges, Marine Corps Ex-
changes, or other activities, conducted by an instrumentality
of the United States subject to the jurisdiction of the Secre-
tary of Defense, at installations of the Departmert of De-
fense for the comfort, pleasure, contentment, and mental and
physical improvement of personnel of such Department; or

(v) service performed by a civilian employee, not compen-
sated from funds appropriated by the Congress, in the Coast
Guard Exchanges or other activities, conducted by an instru-
mentality of the United States subject to the jurisdiction of
the Secretary of Transportation at installations of the Coast
Guard for the comfort, pleasure, contentment, and mental
and physical improvement of personnel of the Coast Guard:'

(C) Service performed in the employ of the United States or
in the employ of any instrumentality of the United States, if such
service is performed-

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

(ii) in the legislative branch;
(iii) in a penal institution of the United States by an in-

mate thereof;
(iv) by any individual as an employee included under sec-

tion 5351(2) of title 5, United States Code (relating to cer-
tain interns, student nurses, and other student employees of
hospitals of the Federal Government), other than as a medi-
cal or dental intern or a medical or dental resident in
training;

(v) by any individual as an employee serving on a tempo-
rary basis in case of fire, storm, earthquake, flood, or other
similar emergency; or

(vi) by any individual to whom subchapter III of chapter
83 of title 5, United States Code, does not apply because such
individual is subject to another retirement system other than
the retirement system of the Tennessee Valley Authority);

C Clause (v) was amended by section 703ij) 114) (C) of Public Law 95- 600.
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(7) Service performed in the employ of a State. or any political
subdivision thereof, or any instrumentality of any one or more of
the foregoing which is wholly owned thereby, except that this
paragraph shall not apply ii; the case of-

(A) service included under an agreement under section 219,
(B) service which, under subsection (k), constitutes covered

transportat ion service,
(C) service in the employ of the Government of Guam or the

Govermunent of American Samoa or any political subdivision
thereof, or of any instrumentality of any one or more the fore-
going which is wholly owned thereby. performed by an officer
or employee thereof (including a iemnber of the legislature of
any such Government or political subdivision), and, for purposes
of this title--

(i) any person whose service as such an officer or employee
is not covered by a retirement system established by a law
of the United States shall not, with respect to such service, be
regarded as an officer or employee of the United States or any
agency or instrumentality thereof, and

(ii) the remuneration for service described in clause (i)
(including fees paid to a public official) shall be deemed to
have been paid by the Government of Guam or the Govern-
ment of American Samoa or by a political subdivision thereof
or an instrumentality of any one or more of the foregoing
which is wholly owned thereby, whichever is appropriate,

(D) service performed in the employ of the District of Colum-
bia or any instrumentality which is wholly owned thereby, if
such service is not covered by a retirement system established by
a law of the United States; except that the provisions of this sub-
paragraph shall not be applicable to service performed-

(i) in a hospital or penal institution by a patient or inmate
thereof;

(ii) by any individual as an employee included under sec-
tion 5351 (2) of title 5, United. States Code (relating to certain
interns, student nurses, and t other student employees of hos-
pitals of the District of Columbia Government), other than
as a medical or dental intern or as a medical or dental resident
in training;

(iii) by any individual as an employee serving on a tem-
porary basis in case of fire, storm, snow, earthquake, flood, or
other similar emergency; or

(iv) by a member of a board, committee, or council of the
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District of Columbia, paid on a per diem, meeting, or other
fee basis, or

(E) service performed in the employ of the Government of
Guam (or any instrumentality which is wholly owned by such
Government) by an employee properly classified as a temporary or
intermittent employee, if such service is not covered by a re-
tirement system established by a law of Guam; except that. (i)
the provisions of this subparagraph shall not be, applicable to
services performed by an elected official or a member of the legis-
lature or in a hospital or penal institution by a patient or inniate
thereof, and (ii) for purlpses of this subparagraph, clauses (i)
and (ii) of subparagraph (C) shall apply:

(8) (A) Service performed by a duly ordained, commissioned.
or licensed minister of a church in the exercise of his ministry or
by a member of a religious order in the exercise of duties required
by such order, except that this subparagraph shall not apply to
service performed by a member of such an order in the exercise of
such duties, if an election of coverage under section 3121 (r) of the
Internal Revenue Code of 1954 is in effect with respect, to such
order, or with respect to the autonomous subdivision thereof to
which such member belongs;

(B) Service performed in the employ of a religious, charitable.
educational, or other organization described in section 501 (c) (3)
of the Internal Revenue Code of 1954, which is exempt from in-
come tax under section 501 (a) of such Code, but this subpara-
graph shall not apply to service performed during the period for
which a certificate, filed pursuant to section 3121(k) of the In-
ternal Revenue Code of 1954, (or deemed to have been so filed
under paragraph(4) or (5) of such section 3121(k)) is in effect
if such service is performed by an employee-

(i) whose signature appears on the list filed (or deemed
to have been filed) by such organization tnder such section
3121(k),

(it) who became an employee of such organization after
the calendar quarter in which the certificate (other than a
certificate referred to in clause (iii)) was filed (or deemed to
have been filed), or

(iii) who, after the calendar quarter in which the certifi-
cate was filed (or deemed to have been filed) with respect to
a group described in paragraph (1) (E) of such section 3121
(k), became a member of such group,
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,4 except that this subparagraph shall apply with respect to serv-
W ice performed by an employee as a member of a group described

in such paragraph (1) (E) with respect to which no certificate is
(or is deemed to be) in effect; I

(9) Service performed by ar individual as an employee or
employee representative as defined in section 3231 of the internal
Revenue Code of 1954;

(10) Service performed in the employ of-
(A) a school, college, or univer'Sity, or
(B) an organization described in section 509(a) (3) of the

Internal Revenue Code of 1954 if the organization is orga-
nized, and at all times thereafter is operated, exclusively for
the ibnefit of, to perform the functions of, or to carry out
the purposes of a school, college, or university and is oper-
Mved, supervisedd, or controlled by or in connection with such
school, college, or university, unless it is a school, college, or
university of a State or a political subdivision thereof and
the services in its employ performed by a student referred to
in section 218 (c) (5) are covered under the agreement between
the Secretary of Health, Education, and Welfare and such
State entered into pursuant to section 218;

if such service is performed by a student who is enrolled and regu-
"16 la r ly a t te n d in g c la ss e s a t s u c h s c h o o l, c o lle g e , o r u n iv e rs ity ;

(11) Service performed in the employ of a foreign government
(including service as a consular or other officer or employee or a
nondi.plomatic representative);

(12) Service performed in the employ of an instrumentality
wholly owned by a foreign government-

(A) If the service is of a character similar to that per-
formed in foreign countries by employees of the United States
Government or of an instrumentality thereof; and

(B) If the Secretary of State shall certify to the Secre-
A tary of the Treasury that the foreign government, with re-
4 E

spect to whose instrumentality and employees thereof exemp-
tion is claimed, grants an equivalent exemption with respect
to similar service performed in the foreign country by em-

4
ployees of the United States Government and of instrumen-
talities thereof;

(13) Service performed as a student nurse in the employ of a
hospital or a nurses' training school by an individual who is
enrolled and is regularly attending classes in a nurses' trainingschool chartered or approved pursuant to State law;

B It Subparagraph (B) was amended by section 1(a) of P.L. 94-63.
2 Paragraph (10) was amended by see. 351 (a) (3) (B) of Public Law 95-216.
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(14) (A) Service performed by an individual under the age of
eighteen in the delivery or distribution of newspapers or shop-
ping news, not including delivery or distribution to any point for
subsequent delivery" or distribution;

(B) Service performed by an individual in, and at the time of,
the sale of newspapers or magazines to ultimate consumers, under
an arrangement under which the newspapers or magazines are to
be sold by him at a fixed price, his compensation being based on
the retention of the excess of such price over the amount at which
the newspapers or magazines are charged to him, whether or not
he is guaranteed a minimum amount of compensation for such
service, or is entitled to be credited with the unsold newspapers
or magazines turned back;

(15) Service performed in the employ of an international or-
ganization entitled to enjoy privileges, exemptions, and immuni-
ties as an international organization under the International Or-
ganizations Immunities Act (59 Stat. 669);

(16) Service performed by an individual under an arrange-
ment with the owner or tenant of land pursuant to which-

(A) such individual undertakes to produce agricultural or
horticultural commodities (including livestock, bees, poultry,
and fur-bearing animals and wildlife) on such land,

(B) the agricultural or horticultural commodities produced
by such individual, or the proceeds therefrom, are to be di-
vided between such individual and such owner or tenant, and

(C) the amount of such individual's share depends on the
amount of the agricultural or horticultural commodities
produced;

(17) Service in the employ of any organization which is per-
formed (A) in any year during any part of which such orga-
nization is registered, or there is in effect a final order of the Sub-
versive Activities Control Board requiring such organization to
register, under the Internal Security Act of 1950, as amended, as
a Communist-action organization, a Communist-front organiza-
tion, or a Communist-infiltrated organization, and (B) after June
30, 1956;1

(18) Service performed in Guam by a resident of the Republic
of the Philippines while in Guami on a temporary basis as a non-
immigrant alien admitted to Guam pursuant to section 101 (a)
(15) (H) (ii) of the Immigration and Nationality Act (8 U.S.C.
1101(a) (15) (H) (ii)) ;

'Paragraph (17) was amended by see. 351(a) (1) of Public Law 95-216.
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(19) Service which is performed by a nonresident alien indi-
vidual for the period he is temporarily present in the United
States as a noninmiigrant under subparagraph (F) or (J) of
section 101(.a) (15) of the Immigration and Nationmity Act, as
amended, and which is performed to carry out the purpose speci-
fied in subparagraph (F) or (J), as the case may be; or,

(20) Service performed by an individual on a boat engaged in
catching fish or other forms of aquatic animal life under an ar-
rangement with the owner or operator of such boat pursuant to
which-

(A) such individual does not receive any cash remunera-
tion (other than as provided in subparagraph (B)),

(B) such individual receives a share of the boat's (or the
boats' in the case of a fishing operation involving more than
one boat) catch of fish or other forms of aquatic animal life
or a share of the proceeds from the sale of such catch, and

(C) the amount of such individual's share depends on the
amount of the boat's (or boats' in the case of a fishing opera-
tion involving more than one boat) catch of fish or other
forms of aquatic animal life,

but only if the operating crew of such boat (or each boat from
which the individual receives a share in the case of a fishing opera-
tion involving more than one boat) is normally made up of fewer
than 10 individuals.1

Included and Excluded Service

(b) If the services performed during one-half or more of any pay
period by an employee for the person employing him constitute em-
ployment, all the services of such employee for such period shall be
deemed to be employment; but if the services performed during more
than one-half of any such pay period by an employee for the person
employing him do not constitute employment, then none of the serv-
ices of such employee for such period shall be deemed to be employ-
ment. As used in this subsection, the term "pay period" means a period
(of not more than thirty-one consecutive days) for which a payment
of remuneration is ordinarily made to the employee by the person
employing him. This subsection shall not be applicable with respect to
services performed in a pay period by an employee for the person
employing him, where any of such service is expected by paragraph
(9) of subsection (a).

I Paragraph (20) was added by section 1207(e) (2) of Public Law 94-"55 effective as
specified in section 1207(f) (4) of that act which Is printed In this document on page 783.
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American Vessel

(c) The term "American vessel" means any vessel documented or
numbered under the laws of the United States; and includes any ves-
sel which is neither documented or numbered under the laws of the
United States or documented under the laws of any foreign country,
if its crew is employed solely by one or more citizens or residents of
the United States or corporations organized under the laws of the
United States or of any State.

American Aircraft

(d) The terin "American aircraft" means an aircraft registered
under the laws of the United States.

American Employer

(e) The term "American employer" means an employer which is
(1) the United States or any instrumentality thereof, (2) a State or
any political subdivision thereof, or any instrumentality of any one or
more of the foregoing, (3) an individual who is a resident of the
United States. (4) a lpartneslAhip, if two-thirds or more of the partners
are residents of the United States, (5) a trust, if all of the trustees are
residents of the United States, or (6) a corporation organized under
the laws of the United States or of any State.

Agricultural Labor

(f) The term "agrict.ltural labor" includes all service performed-
(1) On a farm, in tht. employ of any person, in connection with

cultivating the soil, or ih. connection with raising or harvesting
any agricultural or horticultural commodity, including the rais-
ing, shearing, feeding, caring for, training, and management of
livestock, bees, poultry, and fur-bearing animals and wildlife.

(2) In the employ of the owner or tenant or other operator of a
farin in connection with the operation, management, conserva-
tion, improvement, or maintenance of such farm and its tools and
equipment, or in salvaging timber or clearing land of brush and
other debris left by a hurricane, if the major part of such serv-
ice is performed on a farm.

(3) In connection with the production or harvesting of any
commodity defined as an agricultural commodity in section 15(g)
of the Agricultural Marketing Act, as amended, or in connection
with the ginning of cotton, or in connection with the operation
or maintenance of ditches, canals, reservoirs, or waterways, not

106



Revised April 1978

* owned or operated for profit, used exclusively for supplying and
storing water for farming purposes.

(4) (A) In the employ of the operator of a farm in handling,
planting, drying, packing, packaging, processing, freezing, grad-
ing, storing, or delivering to storage or to market or to a carrier
for transportation to market in its unmanufactured state, any
agricultural or horticultural commodity; but only if such operator
produced more than one-half of the commodity with respect to
which such service is performed.

(B) In the employ of a group of operators of farms (other than
a cooperative organization) in the performance of service de-
scribed in subparagraph (A), but only if such operators produced
all of the commodity with respect to which such service is per-
formed. For the purposes of this subparagraph, any unincorpo-
rated group of operators shall be deemed a cooperative organiza-
tion if the number of operators comprising such group is more
than twenty at any time during the calendar year in which such
service is perfornied.1

(5) On a farm operated for profit if such service is not in the
course. of the employer's trade or business or is domestic service
in a private home of the employer.

The provisions of subparagraphs (A) and (B) of paragraph (4)
shall not be deemed to be applicable with respect to service performed

W in connection with commercial canning or commercial freezing or in
connection with any agricultural or horticultural commodity after its
delivery to a terminal market for distribution for consumption.

Farm
(g) The term "farm" includes stock, dairy, poultry, fruit, fur-bear-

ing animal and truck farms, plantations, ranches, nurseries, ranges,
greenhouses or other similar structures used primarily for the raising
of agricultural or horticultural commodities and orchards.

A
State

(h) The term "State" includes the District of Columbia, the Com-
mionwealth of Puerto Rico, the Virgin Islands, Guam, and American

i Samoa.
United States

(i) The term "United States" when used in a geographical sense
means the States. the District of Columbia, the Commonwealth of
Puerto Rico, the Virgin Islands, Guam, and American Samoa.

Employee

(j) The term "employee" means-
b• (1) any officer of a corporation; or

@W 1 Subparagraph (B) was amended by see. 351 (a) (1) ot Public Law 95-216.
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(2) any individual who, under the usual common law rules
applicable in determining the employer-employee relationship,
has the status of an employee; or

(3) any individual (other than an individual who is an em-
ployee under paragraph (1) or (2) of this subsection) who per-
forms services for remiueration for any person-

(A) as an agent-driver or commission-driver engaged in
distributing meat products, vegetable products, fruit prod-
ucts, bakery products, beverages (other than milk), or laun-
dry or drycleaning services, for his principal;

(B) as a full-time life insurance salesman;
(C) as a home worker performing work, according to

specifications furnished by the person for whom the services
are performed, on materials or goods furnished by such per-
son which are required to be returned to such person or a
person designated by him; or

(D) as a traveling or city salesman, other than as an agent-
driver or commission-driver, engaged upon a full-time basis
in the solicitation on behalf of, and the transmission to, his
principal (except for side-line sales activities on behalf of
some other person) of orders from wholesalers, retailers, con-
tractors, or operators of hotels, restaurants, or other similar
establishments for merchandise for resale or supplies for use
in their business operations;

if the contract of service contemplates that substantially all of
such services are to be performed personally by such individual;
except that an individual shall not be included in the term "em-
ployee" under the provisions of this paragraph if such individual
has a substantial investment in facilities used in connection with
the performance of such services (other than in facilities for
transportation), or if the services are in the nature of a single
transaction not part of a continuing relationship with the person
for whom the services are performed.

Covered Transportation Service

(k) (1) Except as provided in paragraph (2), all services per-
formed in the employ of a State or political subdivision in connection
with its operation of a public transportation system shall constitute
covered transportation service if any part of the transportation sys-
tem was acquired from private ownership after 1936 and prior to 1951.

(2) Service performed in the employ of a State or political subdivi-
sion in connection with the operation of its public transportation sys-
tem shall not constitute covered transportation service if-
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(A) any part of the transportation system was acquired from
private ownership after 1936 and prior to 1951, and substantially
all service in connection with the operation of the transportation
system is, on December 31, 1950, covered under a general retire-
ment system providing benefits which, by reason of a provision
of the State's constitution dealing specifically with retirement sys-
tems of the State or political subdivisions thereof, cannot be
diminished or impaired; or

(B) no part of the transportation system operated by the State
or political subdivision on December 31, 1950, was acquired from
private ownership after 1936 and prior to 1951;

except that if such State or political subdivision makes an acquisition
after 1950 from private ownership of any part of its transportation
system, then, in the case of any employee who-

(C) became an employee of such State or political subdivision
in connection with and at the time of its acquisition after 1950 of
such part, and

(D) prior to such acquisition rendered service in employment
in connection with the operation of such part of the transporta-
tion system acquired by the State or political subdivision,

the service of such employee in connection with the operation of the
transportation system shall constitute covered transportation service,
commencing with the first day of the third calendar quarter following
the calendar quarter in which the acquisition of such part took place,
unless on such first day such service of such employee is covered by a
general retirement system which does not, with respect to such em-
ployee, contain special provisions applicable only to employees de-
scribed in subparagraph (C).

(3) All service performed in the employ of a State or political sub-
division thereof in connection with its operation of a public trans-
portation system shall constitute covered transportation service if the
transportation system was not operated by the State or political sub-
division prior to 1951 and, at the time of its first acquisition (after
1950) from private ownership of any part of its transportation system,
the State or political subdivision did not have a general retirement
system covering substantially all service performed in connection with
the operation of the transportation system.

(4) For the purposes of this subsection-
(A) The term "general retirement system" means any pension,

annuity, retirement, or similar fund or system established by a
State or by a political subdivision thereof for employees of the
State, political subdivision, or both; but such term shall not in-
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elude such a fund or system which covers only service performed
in positions comnected with the operation of its public transporta-
tion system.

(B) A transportation system or a part thereof shall be con-
sidered to have been acquired by a State or political subdivision
from private ownership if prior t0 the acquisition service per-
formcd by employees iii connection with the operation of the
system or part thereof acquired constituted employment, under
this title, and some of such employees become employees of the
State or political subdivision in connection with and at the time
of such acquisition.

(C) The termn "political subdivision" includes an instrunen-
tality of (i) a State, (ii) one or more political subdivisions of a
State, or (iii) a State and one or inore of its political subdivisions.

Service in the Uniformed Services

(1) (1) Except as provided in parag'aph (4), the term "employ-
ment" shall, notwithstanding the provisions of sub.ection (a) of this
section, include service performed after Decemuber 1956 by an individ-
ual as a member of a uniformed :ervice oa active duty; but such term
shall not include any such service which iE. performed while on leave
without pay.

(2) The termn "active duty" means "active duty" as described in
section 102 of the Servicemen's and Veter-ans' Survivor Benefits Act.
except that it shall also include "active duty for training" as described
in such section.

(3) The term "inactive duty training" means "inactive duty train-
ing" as described in such section 102.

(4) (A) Paragraph (1) of this subsection shall not apply in the
case of any service, performed by an individual as a ineniber of a
uniformed service. which is creditable under section 3(i) of the Rail-
road Retirement Act of 1974. The Railroad Retirement Board shall
notify the Secretary of Health, Education, and Welfare, with respect
to all such service which is so creditable.

(B) In any case where benefits under thii.s title are already payable
on the basis of su'h individual's wages and self-employment income
at the time such notification (with respect to such individual) is re-
ceived by the Secretary, the Secretary shall certify no further bemie-
fits for payment under this title on the basis of such individual's wages
and self-employment income, or shall recompute the amount of any
further benefits payable on the basis of such wages and self-employ-
ment income, as may be required as a consequence of subparagraph
(A) of this paragraph. No payment of a benefit to any person on the
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Basis of such individual's wages and self-employment income, cer-
tified by the Secretary prior to the end of the nionth in which ho
receives such notification from the Railroad Retirement Board, shall
be deemed by reason of this subparagraph to have been an erroneous
payment or a payment to which such per.ion was not entitled. The
Secretary shall, as soon as possible after the receipt of such notifica-
tion from the Railroad Retiremient Board, advise such Board whether
or not any such benefit will be reduced or termuiznated by reason of sub-
paragraph (A), and if any such benefit will be so reduced or ter-
minated, specify the first. month with respect to which such reduction
or termination will be effective.

Member of a Uniformed Service

(m) The terni "'member of a unifonned service" means any person
appointed, enlisted. or inducted in a component of the Army, Navy,
Air Force, Marine Corps, or Coast Gua:d (including a reserve com-
ponent of a uniformed service as defined in sectionn 102(3) of the Serv-
icemen's and Veterans' Survivor Benefits Act) or in one of those
services without specification of component, or as a commissioned
officer of the Coast and Geodetic Survey or the Regular or Reserve
Corps of the Public Health Service, and any person serving in the

SArmy or Air Force under call or conscription. The term includes-
(1) a retired member of any of those services;
(2) a member of the Fleet Reserve or Fleet Marine Corps

Reserve;
(3) a cadet at the United States Military Academy, a midship-

man at the United States Naval Academy, and a cadet at the
United States Coast Guard Academy or United States Air Force
Academy;

(4) a member of the Reserve Officers' Training Corps, the
Naval Reserve Ollicers' Training Corps, or the Air Force Reserve
Officers' Training Corps, when ordered to annual training duty
for fourteen days or more, and while performing authorized
travel to and from that duty; and

(5) any person while en route to or from or at, a place for
final acceptance or for entry upon active duty in the military or
naval service-

(A) who has been provisionally accepted for such duty; or
(B) who, under the Universal Military Training and Serv-

ice Act, has been selected for active military or naval service;
and has been ordered or directed to proceed to such place.

The term does not include a temporary member of the Coast Guard
Reserve.
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Crew Leader
(n) The term "crew leader" means an individual who furnishes

individuals to perform agricultural labor for another person, if such
individual pays (either on his own behalf or on behalf %f such per-
son) the individuals so furnished by him for the agricultural labor
performed by them and if such individual has not entered into a writ-
ten agreement with such person whereby such individual has been des-
ignated as an employee of such person; and such individuals furnished
by the crew leader to perform agricultural labor for another person
shall be deemed to be the employees of such crew leader. A crew leader
shall, with respect to services performed in furnishing individuals to
perform agricultural labor for another person and service performed
as a member of the crew, be deemed not to be an employee of such
other person.

Peace Corps Volunteer Service

(o) The term "employment" Shall, notwithstanding the provisions
of subsect-ion (a), include service performed by an individual as a
volunteer or volunteer leader within the meaning of the Peace Corps
Act.

Self-Employment

Sec. 211. For the ltmrpo-es of this title-

Net Earnings From Self-Employment

(a) The term "net earnings from self-employment" means the gross
income, as computed under Subtitle A of the Internal Revenue Code
of 1954, derived by an individual from any trade or business carried
on by such individual, less the deductions allowed under such subtitle
which are attributable to such trade or business, plus his distribu-
tive share (whether or not distributed) of income or loss described
in section 702(a) (9) of the Internal Revenue Code of 1954. from any
trade or business carried on by a partnership of which he is a member;
except that in computing such gross income and deductions and such
distributive share of partnership ordinary income or loss--

(1) Tlieme shall be excluded rental. from real estate and from
personal property leased with the real estate (including such
rentals paid in crop shares), together with the deductions at-
tributable thereto, unless such rentals are received in the course
of a trade or business as a real estate dealer; except that the pre-
ceding provisions of this paragraph shall not apply to any income
derived by the owner or tenant of land if (A) such income is
derived under an arrangement, between the owner or tenant and
another individual which provides that such other individual
shall produce agricultural or horticultural commodities (includ-
ing livestock, bees, poultry. and fur-bearing animals and wild-
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life) on such land, and that there shall be material participation
by the owner or tenant (as determined without regard to any activ-
ities of an agent of such owner or tenant) in the production or the
management of the production of such agricultural or horticul-
tural commodities, and (B) there is n' , Lerial participation by the
owner or tenant (as determined without regard to any activities
of an agent of such owner or tenant) with respect to any such agri-
cultural or horticultural commodity;

(2) There shall be excluded dividends on any share of stock,
and interest on any bond, debenture, note, or certificate, or other
evidence of indebtedness, issued with interest coupons or in regis-
tered form by any corporation (including one issued by a govern-
ment or political subdivision thereof), unless such dividends and
interest are received in the course of a trade or business as a dealer
in stocks or securities;"

(3) There shall be excluded any gain or loss (A) which is con-
sidered under Subtitle A of the Internal Revenue Code of 1954 as
gain or loss from the sale or exchange of a capital asset, (B) from
the cutting of timber or the disposal of timber, coal, or iron ore, if
section 631 of the Internal Revenue Code of 1954 applies to such
gain or loss, or (C) from the sale, exchange, involuntary conver-
sion, or other disposition of property if such property is neither
(i) stock in trade or other property of a kind which would prop-
erly be includible in inventory if on hand at the close of the tax-
able year, nor (ii) property held primarily for sale to customers
in the ordinary course of the trade or business;

(4) The deduction for net operating losses provided in section
172 of such Code shall not be allowed;

(5) (A) If any of the income derived from a trade or business
(other than a trade or business carried on by a partnership) is
community income under community property laws applicable to
such income, all of the gross income and deductions attributable
to such trade or business shall be treated as the gross income and
deductions of the husband unless the wife exercises substantially
all of the management and control of such trade or business, in
which case all of such gross income and deductions shall be treated
as the gross income and deductions of the wife;

(B) If any portion of a partner's distributive share of the ordi-
nary net income or loss from a trade or business carried on by a
partnership is community income or loss under the community
property laws applicable to such share, all of such distributive
share shall be included in computing the net earnings from self-
employment of such partner, and no part of such share shall be

I Paragraph (2) was amended by section 703(j) (14) (D) of Public Law 95-600.
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taken into account in computing the net earnings from self-em-
ployment of the spouse of such partner;

(6) A resident of the Coimmonwealth of Puerto Rico shall com-
pute his net earnings from self-employment in the same manner as
a citizen of the United States but without regard to the provisions
of section 933 of the Internal Revenue Code of 1954;

(7) An individual who is a duly ordained, commissioned, or
licensed minister of a church or a member of a religious order
shall compute his net earnings from self-employment derived
from the performances of service described in subsection (c) (4)
without regard to section 107 (relating to rental value of par-
sonages), section 119 (relating to meals and lodging furnished
for the convenience of the employer) and section 911 (relating
to earned income from sources without the United States) and
section 931 (relating to income from sources within possessions
of the United States) of the Internal Revenue Code of 195$;

(8) The term "possession of the United States" as used in sec-
tions 931 (relating to income from Sources within possessions of
the United States) and 932 (relating to citizens of possessions
of the United States) of the Internal Revenue Code of 1954 shall
be deemed not to incluae the Virgin Islands, Guam, or American
Samoa;

(9) There shall be excluded amounts received by a partner
pursuant to a written plan of the partnership, which meets such
requirements as are prescribed by the Secretary of the Treasury
or his delegate, and which provides for payments on account of
retirement, on a periodic basis, to partners generally or to a class
or classes of partners, such payments to continue at least until
such partner's death, if-

(A) such partner rendered no services with respect to
any trade or business carried on by such partnership (or its
successors) during the taxable year of such partnership (or
its successors), ending within or with his taxable year, in
which such amounts were received, and

(B) no obligation exists (as of the close of the partner-
ship's taxable year referred to in subparagraph (A)) from
the other partners to such partner except with respect to
retirement payments under such plan, and

(C) such partner's share, if any of the capital of the
partnership has been paid to him in full before the close of
the partnership's taxable year referred to in subparagraph
(A);

(10) In the case of an individual who has been a resident of the
United States during the entire taxable year, the exclusion from
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gross income provided by section 911 (a) (2) of the Internal Rev-
enue Code of 1954 shall not apply; and

(11) There shall be excluded the distributive share of any item
of income or loss of a limited partner, as such, other than guar-
anteed payments described in section 707(c) cf the Internal
Revenue Code of 1954 to that partner for services actually ren-
dered to or on behalf of the partnership to the extent that those
payments are established to be in the nature of remuneration for
those services.1

If the taxable year of a partner is different from that of the partner-
ship, the distributive share which he is required to include in com-
puting his net earnings from self-employment shall be based upon
the ordinary net income or loss of the partnership for any taxable
year of the partnership (even though beginning prior to 1951) end-
ing within or with his taxable year. In the case of any trade or busi-
ness which is carried on by an individual or by a partnership and in
which, if such trade or business were carried on exclusively by em-
ployees, the major portion of the services would constitute agricul-
tural labor as defined in section 210(f)-

(i) in the case of an individual, if the gross income derived by
him from such trade or business is not more than $:#,400, the net
earnings from self-employment derived by him from such trade
or business may, at his option, be deemed to be 662ý percent of
such gross income; or

(ii) in the case of an individual, if the gross income derived by
him from such trade or business is more than $2,400 and the net
earnings from self-employment derived by him from such trade
or business (computed under this subsection without regard to
this sentence) are less than $1,600, the net earnings from self-
employment derived by him from such trade or business may, at
his option, be deemed to be $1,600; and

(iii) in the case of a member of a partnership, if his distribu-
tive share of the gross income of the partnership derived from
such trade or business (after such gross income has been reduced
by the sum of all payments to which section 707(c) of the In-
ternal Revenue Code of 1954 applies) is not more than $2,400,
his distributive share of income described in section 702(a) (9) of
such Code derived from such trade or business may, at his option,
be deemed to be an amount equal to 662 percent of his distribu-
tive share of such gross income (after such gross income has been
so reduced); or

(iv) in the case of a member of a partnership, if his distributive
share of the gross income of the partnership derived from such. 1 Paragraph (11) was added by see. 313(a) of Public Law 95-216.

115 Sec.. 211 (a)



Revised April 1978 115-A Sec. 211(a)

trade or business (after such gross income has been reduced by
the sum of all payments to which section 707(c) of the Internal
Revenue Code of 1954 applies) is more than $2,400 and his dis-
tributive share (whether or not distributed) of income described
in section 70W(a) (9) of such Code derived from such trade or
business (computed under this subsection without regard to this
sentence) is less than $1,600, his distributive share of income de-
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scribed in such section 702 (a) (9) derived from such trade or
business may, at his option, be deemed to be $1,600.

For purposes of the preceding sentence, gross income means-
(v) in the case of any such trade or business in which the income

is computed under a cash receipts and disbursements method, the
gross receipts from such trade or business reduced by the cost or
other basis of property which was purchased and sold in carrying
on such trade or business, adjusted (after such reduction) in ac-
cordance with the provisions of paragraphs (1) through (6) and
paragraph (8) of this subsection; and

(vi) in the case of any such trade or business in which the in-
come is computed under an accrual method, the gross income
from such trade or business, adjusted in accordance with the pro-
visions of paragraphs (1) through (6) and paragraph (8) of this
subsection;

and, for purposes of such sentence, if an individual (including a mem-
ber of a partnership) derives gross income from more than one such
trade or business, such gross income (including his distributive share
of the gross income of any partnership derived from any such trade or
business) shall be deemed to have been derived from one trade or
business&

The preceding sentence and clauses (i) through (iv) of the second
preceding sentence shall also apply in the case of any trade or business
(other than a trade or business specified in such second preceding sen-
tence) which is carried on by an individual who is self-employed on a
regular basis as defined in subsection (g), or by a partnership of which
an individual is a member on a regular basis as defined in subsection
(g), but only if such individual's net earnings from self-employment
in the taxable year as determined without regard to this sentence are
less than $1,600 and less than 66% percent of the sum (in such taxable
year) of such individual's gross income derived from all trades or
businesses carried on by him and his distributive share of the income
or loss from all trades or businesses carried on by all of the partnerships
of which he is a member; except that this sentence shall not apply to
more than 5 taxable years in the case of any individual, and in no case
in which an individual elects to determine the amount of his net earn-
ings from self-employment for a taxable year under the provisions of
the two preceding sentences with respect to a trade or business to which
the second preceding sentence applies and with respect to a trade or
business to which this sentence applies shall such net earnings for
such year exceed $1,600.

Self-Employment Income

(b) The term "self-employment income" means the net earnings
from self-employment derived by an individual (other than a non-
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* resident alien individual) during any taxable year beginning after
1950; except that such term shall not include--

(1) That part of the net earnings from self-employment which
is in excess of-

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

(B) For any taxable year ending after 1954 and prior to
1959, (i) $4,20, minus (ii) the amount of the wages paid to
such individual during the taxable year; and

(C) For any taxable year ending after 1958 and prior to
1966, (i) $4,800, minus (ii) the amount of the wages paid to
such individual during the taxable year; and

(D) For any taxable year ending after 1965 and prior to
1968, (i) $6,600, minus (ii) the amount of the wages paid
to such individual during the taxable year; and

(E) For any taxable year ending after 1967 and beginning
prior to 1972, (i) $7,800, minus (ii) the amount of the wages
paid to such individual during the taxable year; and

(F) For any taxable year beginning after 1971 and prior
to 1973, (i) $9,000, minus (ii) the amount of the wages paid
to such individual during the taxable year; and

(G) For any taxable year beginning after 1972 and prior
to 1974, (i) $10,800, minus (ii) the amount of the wages paid
to such individual during the taxable year; and

(H) For any taxable year beginning after 1973 and prior
to 1975, (i) $13,200, minus (ii) the amount of the wages paid
to such individual during the taxable year; and

(I) For any taxable year beginning in any calendar year
after 1974, (i) an amount equal to the contribution and bene-
fit base (as determined under section 230) 1 which is effective
for such calendar year, minus (ii) the amount of the wages
paid to such individual during such taxable year; or

(2) The net earnings from self-employment, if such net earn-
ings for the taxable year are less than $400.

An individual who is not a citizen of the United States but who is
a resident of the Commonwealth of Puerto Rico, the Virgin Islands,
Guam, or American Samoa shall not, for the purposes of this sub-
section, be considered to be a nonresident alien individual.

Trade or Business
(c) The term "trade or business", when used with reference to self-

employment income or net earnings from self-employment, shall have

1 See Appendix B.
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the same meaning as when used in section 162 of the Internal Revenue
Code of 1954, except that such term shall not include-

(1) The performance of the functions of a public office, other
than the functions of a public office of a State or a political sub-
division thereof with respect to fees received in any period in
which the functions are performed in a position compensated
solely on a fee basis and in which Such functions are not covered
under an agreement entered into by such State and the Secretary
pursuant to section 218; 1

(2) The performance of service by an individual as an em-
ployee other than--

(A) service described in section 210 (a) (14) (B) performed
by an individual who has attained the age of eighteen,

(B) service described in section 210(a) (16),
(C) service described in section 210(a) (11), (12), or (15)

performed in the United States by a citizen of the United
State

(D) service described in paragraph (4) of this subsection,
(E) service performed by an individual as an employee of

a State or a political subdivision thereof in a position com-
pensated solely on a fee basis with respect to fees received in
any period in which such service is not covered under an
agreement entered into by such State and the Secretary pur-
suant to section 218, and

(F) service described in section 210(a) (20) ; 2
(3) The performance of service by an individual as an em-

ployee or employee representative jis defined in section 3231 of the
Internal Revenue Code of 1954;

(4) The performance of service by a duly ordained, commis-
sioned, or licensed minister of a church in the exercise of his
ministry or by a member of a religious order in the exercise of
duties required by such order;

(5) The performance of service by an individual in the exer-
cise of his profession as a Christian Science practitioner; or

(6) The performance of service by an individual during the
pJeriod for which an exemption under section 1402(g) of the In-
terrna l 'e%-eiue Code of 19.5_t is ef'e'tiw with rC.p)et't to him.3

The provisions of paragraph (4) or (5) shall not apply to service
(other than service performed by a member of a religious order who

I See. 122(c) (2) of the Social Security Amendmients of 1967 provides: "Notwith-
standing tOe provisions of subsections (a) and (b) of this section. any individual whq
in 1965 is in a position to which the amendments made by such subsections apply may
make an Irrevocable election not to have such amendments apply to the fees he receives
in l.oi. and every year thereafter, if on or before the due date of his income tax return
for 1969 (including any extensions thereof) he files with the Secretary of the Treasury
or his d.iegate. in such wanner as the Secretary of the Treasury or his delegate shall
tby regulations prescribe, a certificate of election of exemption from such amendments.*°

2 Clause (F) wast added by section 1207(e) (2) (B) of P.L. 94-455 effective as specified
in section 1207(f) (4) of that act which is printed in this document on page 7S3.

-1'aragraph (6) war" amended by section 703(j) (14) (:;) of Public Law 95-600.
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has taken a vow of poverty as a member of such order) performed
* by an individual unless an exemption under section 140-2(e) of the

Internal Revenue Code of 1954 is effective with respect to him.

Partnership and Partner

(d) The term "partnership" and the term "partner" shall have the
same meaning as when used in subchapter K of chapter I of the In-
ternal Revenue Code of 1954.

Taxable Year

(e) The term "taxable year" shall have the same meaning as when
used in subtitle A of the Internal Revenue Code of 1954; and the
taxable year of any individual shall be .a calendar year unless lie has
a different taxable year for the purposes of subtitle A of such Code, in
which case his taxable year for the purposes of this title shall be the
same as his taxable year under such subtitle A.

Partner's Taxable Year Ending as Result of Death

(f) In computing a partner's net earnings from self-employment
for his taxable year which ends as a result of his death (but only if
such taxable year ends within, and not with, the taxable year of the

* partnership), there shall be included so much of the deceased partner's
distributive share of the partnership's ordinary income or loss for the
partnership taxable year as is not attributable to an interest in the
partnership during any period beginning on or after the first day of
the first calendar month following the inathi in which such partner
died. For purposes of this subsection-

(1) in determining the portion of thetistributive share which
is attributable to any period specified in the preceding sentence,
the ordinary income or loss of the partnership shall be treated as
having been realized or sustained ratably over the partnership
taxable year; and

(2) the term "deceased partner's distributive share" includes
the share of his estate or of any other person succeeding, by
reason of his death, to rights with respect to his partnership
interests.

Regular Basis

(g) An individual shall be deemed to be self-employed on a regular
basis in a taxable year, or to be a member of a partnership on a regular
basis in such year, if lie had net earnings from self-employment, as
defined in the first sentence of subsection (a), of not less than $400 in
at least two of the three consecutive taxable years immediately pre-

* ceding such taxable year from trades or businesses carried on by such
individual or such partnership.

64-z~6 0 - 80 - 11
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Crediting of Self-Employment Income to Calendar Years

Sec. 212. (a) Fdr the purposes of determining average monthly
wage and quarters of coverage the amount of self-employment income
derived during any taxable year which begins before 1978 shal-

(1) in the case of a taxable year which is a calendar year, be
credited equally to each quarter of such calendar year; and

(2) in the case of any other taxable year, be credited equally
to the calendar quarter in which such taxable year ends and to
each of the next three or fewer preceding quarters any part of
which is in such taxable year.

(b) For the purposes of determining average indexed monthly
earnings, average monthly wage, and quarters of coverage the amount
of self-employment income derived during any taxable year which
begins after 1977 shall-

(1) in the case of a taxable year which is a calendar year or
which begins with or during a calendar year and ends with or
during such year, be credited to such calendar year; and

(2) in the case of any other taxable year, be allocated pro-
portionately to the two calendar years, portions of which are
included within such taxable year, on the basis of the number of
months in each such calendar year which are included completely
within the taxable year.

For purposes of clause (2), the calendar month in which a taxable
year ends shall be treated as included completely within that taxable
year.'

Quarter and Quarter of Coverage
Definitions

Sec. 213. (a) For the purposes of this title-
(1) The term "quarter", and the term "calendar quarter",

means a period of three calendar months ending on March 31,
June 30, September 30, or December 31.

(2) (A) The term "quarter of coverage" means-- 2

(i) for calendar years before 1978, and subject to the provi-
sions of subparagraph (B), a quarter in which an individual has
been paid $50 or more in wages (except wages for agricultural
labor paid after 1954) or for which he has been credited (as
determined under section 212) with $100 or more of self-employ-
ment income; and

(ii) for calendar years after 1977, and subject to the provi-
sions of subparagraph (B), each portion of the total of the
wages paid and the self-employment income credited (pursuant

L See. 212 was amended by see. 351(b) of Public Law 95-216.
2 Subpar. (A) was amended by am 6(c) of P.L 96-473.

Sec. 212(a) 120

I



Revised April 1978

to section 212) to an individual in a calendar year which equals
the amount required for a quarter of coverage in that calendar
year (as determined under subsection (d)), with such quarter
of coverage being assigned to a specific calendar quarter in such
calendar year only if necessary in the case of any individual who
has attained age 62 or died or is under a disability and the re-
quirements for insured status in subsection (a) or (b) of section
214, the requirements for entitlement to a computation or recom-
putation of his primary insurance amount, or the requirements of
paragraph (3) of section 216(i) would not otherwise be met.

(B) Notwithstanding the provisions of subparagraph (A)-
(i) no quarter after the quarter in which an individual dies

shall be a quarter of coverage, and no quarter any part of which
is included in a period of disability (other than the initial quar-
ter and the last quarter of such period) shall be a quarter of
coverage;

(ii) if the wages paid to an individual in any calendar year
equal to $3,000 in the case of a calendar year before 1951, or
$3,600 in the case of a calendar year after 1950 and before 1955, or
$4,200 in the case of a calendar year after 1954 and before 1959,
or $4,800 in the case of a calendar year after 1958 and before 1966,
or $6,600 in the case of a calendar year after 1965 and before 1968,
or $7,800 in the case of a calendar year after 1967 and before 1972,
or $9,000 in the case of the calendar year 1972, or $10,800 in the
case of the calendar year 1973, or $13,200 in the case of the
calendar year 1974, or an amount equal to the contribution and
benefit base (as determined under section 230) in the case of any
calendar year after 1974 and before 1978 with respect to which
such contribution and benefit base is effective, each quarter of
such year shall (subject to clauses (i) and (v)) be a quarter of
coverage;

(iii) if an individual has self-employment income for a taxable
year, and if the sum of such income and the wages paid to him
during such year equals $3,600 in the case of a taxable year begin-
ning after 1950 and ending before 1955, or $4,200 in the case of a
taxable year ending after 1954 and before 1959, or $4,800 in the
case of a taxable year ending after 1958 and before 1966, or
$6,600 in the case of a taxable year ending after 1965 and before
1968, or $7,800 in the case of a taxable year ending after 1967 and
before 1972, or $9,000 in the case of a taxable year beginning after
1971 and before 1973, or $10,800 in the case of a taxable year be-
ginning after 1972 and before 1974, or $13,200 in the case of a
taxable year beginning after 1973 and before 1975, or an amount
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equal to the contribution and benefit base (as determined under
section 230) which is effective for the calendar year in the case of
any taxable year beginning in any calendar year after 1974 and
before 1978, each quarter any part of which falls in such year shall
(subject to clauses (i) and (v)) be a quarter of coverage;

(iv) if an individual is paid wages for agricultural labor in a
calendar year after 1954 and before 1978, then, subject to clauses
(i) and (v), (I) the last quarter of such year which can be but is
not otherwise a quarter of coverage shall be a quarter of coverage
if such wages equal or exceed $100 but are less than $200; (IH) the
last two quarters of such year which can be but are not otherwise
quarters of coverage shall be quarters of coverage if such wages
equal or exceed $200 but are less than $300; (II1) the last three
quarters of such year which can be but are not otherwise quarters
of coverage shall be quarters of coverage if such wages equal or
exceed $300 but are less than $400; and (IV) each quarter of such
year which is not otherwise a quarter Qf coverage shall be a quarter
of coverage if such wages are $400 or more;

(v) no quarter shall be counted as a quarter of coverage prior
to the beginning of such quarter;

(vi) not more than one quarter of coverage may be credited to
a calendar quarter; and

(vii) no more than four quarters of coverage may be credited
to any calendar year after 1977.

If in the case of an individual who has attained age 62 or died or is
under a disability and who has been paid wages for agricultural labor
in a calendar year after 1954 and before 1978, the requirements for
insured status in subsection (a) or (b) of section 214, the requirements
for entitlement to a computation or recomputation of his primary
insurance amount, or the requirements of paragraph (3) of section
216(i) are not met after assignment of quarters of coverage to quar-
ters in such year as provided in clause (iv) of the preceding sentence,
but would be met if such quarters of coverage were assigned to differ-
ent quarters in such year, then such quarters of coverage shall instead
be assigned, for purposes only of determining compliance with such
requirements, to such different quarters. If, in the case of an individual
who did not die prior to January 1, 1955, and who attained age 62
(if a woman) or age 65 (if a man) or died before July 1, 1957, the
requirements for insured status in section 214(a) (3) 1 are not met
because of his having too few quarters of coverage but would be met
if his quarters of coverage in the first calendar year in which he had
any covered employment had been determined on the basis of the
period during which wages were earned rather than on the basis of
the period during which wages were paid (any such wages paid that

&This reference is to see. 214(a) (3) as in ecect prior to repeal by the Social Security
Anaendments of 1960 (P.L. 86--78).
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are reallocated on an earned basis shall not be used in determining
* quarters of coverage for subsequent calendar years), then upon appli-

cation filed by the individual or his survivors and satisfactory proof
of his record of wages earned being furnished by such individual
or his survivors, the quarters of coverage in such calendar year may
be determined on the basis of the period during which wages were
earned.1

Crediting of Wages Paid in 1937
(b) With respect to wages paid to an individual in the six-month

periods commencing either January 1, 1937, or July 1, 1937; (A) if
wages of not less than $100 were paid in any such period, one-half of
the total amount thereof shall be deemed to have been paid in each of
the calendar quarters in such period; and (B) if wages of less than
$100 were paid in any such period, the total amount thereof shall be
deemed to have been paid in the latter quarter of such period, except
that if in any such period, the individual attained age sixty-five, all of
the wages paid in such period shall be deemed to have been paid before
such age was attained.
Alternative Method for Determining Quarters of Coverage With Respect to

Wages in the Period From 1937 to 1950

(c) For purposes of section 214(a), an individual shall be deemed
Sto have one quarter of coverage for each $400 of his total wages prior

to 1951 (as defined in section 215(d) (1) (C)), except where-
(1) such individual is not a fully insured individual on the

basis of the number of quarters of coverage so derived plus the
number of quarters of coverage derived from the wages and self-
employment income credited to him for periods after 1950, or

(2) such individual's elapsed years (for purposes of section 214
(a) (1)) are less than 2.

Amount Reqaired for a Quarter of Coverage
(d) (1) The amount of wages and self-employment income which

an individual must have in order to be credited with a quarter of
coverage in any year under subsection (a) (2) (A) (ii) shall be $250
in the calendar year 1978 and the amount determined under paragraph
(2) of this subsection for years after 1978.

(2) The Secretary shall, on or before November 1 of 1978 and of
every year thereafter, determine and publish in the Federal Register
the amount of wages and self-employment income which an individual
must have in order to be credited with a quarter of coverage in the
succeeding calendar year. The amount required for a quarter of cov-
erage shall be the larger of-

(A) the amount in effect in the calendar year in which the
determination under this subsection is made, or

SParagraph (2) was amended by sees. 351(c) and 352(a) of Public Law 95-216.
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(B) the product of the amount prescribed in paragraph (1)
which is required for a quarter of coverage in 1978 and the ratio
of the average of the total wages (as defined in regulations of the
Secretary and computed without regard to the limitations speci-
fied in section 209(a)) reported to the Secretary of the Treasury
or his delegate for the calendar year before the year in which the
determination under this paragraph is made to the average of the
total wages (as so defined and computed) reported to the Secre-
tary of the Treasury or his delegate for 1976 (as published in the
Federal Register in accordance with section 215 (a) (1) (D) ),

with such product, if not a multiple of $10, being rounded to the next
higher multiple of $10 where such amount is a multiple of $5 but not
of $10 and to the nearest multiple of $10 in any other case.1

Insured Status for Purposes of Old-Age and Survivors Insurance
Benefits

Sec. 214. For the purposes of this title---

Fully Insured Individual
(a) The term "fully insured individual" means any individual who

had not less than-
(1) one quarter of coverage (whenever acquired) for each

calendar year elapsing after 1950 (or, if later, the year in which
he attained age 21) and before the year in which he died or (if
earlier) the year in which he attained age 62, except* that in
no case shall an individual be a fully insured individual unless
he has at least 6 quarters of coverage; or

(2) 40 quarters of coverage; or
(3) in the case of an individual who died before 1951, 6 quar-

ters of coverage;
not counting as an elapsed year for purposes of paragraph (1) any
year any part of which was included in a period of disability (as de-
fined in section 216 (i)).

I Subsection (d) was added by see, 352(b) of P.L 95-216.
L P.r. 92-803, section 104(a). deleted-

"(A) in the case of a woman, the year in which she died or (if earlier) the year
in which she attained age 62.

(B) in the case of a man who has died, the year in which he died or (if earlier)
the year in which he attained age 65. or

(C) in the case of a man who has not died, the year in which he attained (or
would attain) age 65. except".

and inserted "the year in which he died or (if earlier) the year in which he attained
age 62, except". Applicable in the case of a man who attains (or would attain) age 62
after December 1974.

In the case of a man who attains age 62 prior to 1973. the number of his elapaed
years for purposes of section 215(b)(3) shall be equal to (A) the number determined
under this section as in effect on September 1. 1972. or (B) if less. the number deter-
mined as though he attained age 65 in 1975, except that monthly benefits under title II
for month, prior to January 1973 payable on tLe basis of his wages and self-employment
income shall be determined as though section 104 of P.L 92-003 had not been enacted.

In the case of a man who attains or will attain age b in 1973. the figure "65" in
sections 214(a)(1). 223(c)(A), and 216(I)(3)(A). shall .0 deemed to read "64". In
the case of a man who attains or will attain age 32 in 1974, the figure "65" in sections
214(a) (1). 223c) (1) (A). and 216(1) (3) (A) shall be deemed to read "63".
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Currently Insured Individual

(b) The term "currently insured individual" means any individual
who had not less than six quarters of coverage during the thirteen-
quarter period ending with (1) the quarter in which he died, (2) the
quarter in which he became entitled to old-age insurance benefits, (3)
the quarter in which he became entitled to primary insurance benefits
under this title as in effect prior to the enactment of this section, or
(4) in the case of any individual entitled to disability insurance bene-
fits, the quarter in which he most recently becaine entitled to di.•ability
insurance benefits, not counting as pait of siuch thirteen-quarter period
any quarter any part of which was included in a period of disability
unless such quarter was a quarter of coverage.

Computation of Primary Insurance Amount

See. 215. (a) (1) (A) The primary insurance amount of an indi-
vidual shall (except as otherwise provided in this action) be equal to
the sum of-

(i) 90 percent of the individual's average indexed monthly
earnings (determined under subsection (b)) to the extent that
such earnings do not exceed the amount established for purposes
of this clause by subparagraph (B),

(ii) 32 percent of the individual's average indexed monthly
earnings to the extent that such earnings exceed the amount estab-
lished for purposes of clause (i) but do not exceed the amount
established for purposes of this clause by subparagraph (B), and

(iii) 15 percent of the individual's average indexed monthly
earnings to the extent that such earnings exceed the amount
established for purposes of clause (ii),

rounded in accordance with subsection (g), and thereafter increased
as provided in subsection (i).

(B) (i) For individuals who initially become eligible for old-age
or disability insurance benefits, or who die (before becoming eligible
of such benefits), in the calendar year 1979, the amount established
for purposes of clause (i) and (ii) of subparagraph (A) shall be $180
and $1,085, respectively.

(ii) For individuals who initially become eligible for old-age or
disability insurance benefits, or who die (before becoming eligible for
such benefits), in any calendar year after 1979, each of the amounts so
established shall equal the product of the corresponding amount estab-
lished with respect to the calendar year 1979 under clause (i) of this
subparagraph and the quotient obtained by dividing-

I See. 215, which provides the basie rules for computing social security benefit., was
substantially revised by the ,Roclal Security Amendments of 1977. For certain individuals.
the law prior to those amendments continues to apply and the former section 215 is printed
at the end of this document as Appendix F.

M I I I
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(I) the average of the total wages (as defined in regulations
of the Secretary and computed without regard to the limitations
specified in section 209 (a)) reported to the Secretary of the Treas-
ury or his delegate for the second calendar year preceding the
calendar year for which the determination is made, by

(II) the average of the total wages (as so defined and com-
puted) reported to the Secretary of the Treasury or his delegate
for the calendar year 1977.

(iii) Each amount established under clause (ii) for any calendar
year shall be rounded to the nearest $1, except that any amounts so
established which is a multiple of $0.50 but not of $1 shall be rounded
to the next higher $1.

(C) (i) No primary insurance amount computed under subpara-
graph (A) may be less than-

(I) the dollar amount set forth on the first line of column IV
in the table of benefits contained in (or deemed to be contained in)
this subsection as in effect in December 1978, rounded (if not a
multiple of $1) to the next higher multiple of $1, or

(II) an amount e-,ual to $11.50 multiplied by the individual's
years of coverage in excess of 10, or the increased amount deter-
mined for purposes of this :ubdivision tinder subsection (i),1

whichever is greater. No increase under subsection (i), except as pro-
vided in subsection (i) (2) (A). shall apply to the dollar amount
specified in subdivision (I) ofthis clause.

(ii) For purposes of clause (i) (II), the term "years of coverage"

with respect to any individual ineans the number (not exceedingy 30)
equal to the sum of (I) the number (not exceeding 14 and disregarding
any fraction) determined by dividing (a) the total oi the wages
credited to such individual (including wages deemed to be paid prior
to 1951 to such individual under section 217, compensation tinder the
Railroad Retirement Act of 1937 prior to 1951 which is creditable to
such individual pursuant to this title, and wages deelued to be paid
prior to 1951 to such individual under section 231) for years after
1936 and before 1951 by (b) $900, plus (II) the number equal to
the number of years after 1950 each of which is a computation base
year (within the meaning of subsection (b) (2) (B) (ii)) and in each
of which he is credited with wages (including wages deemed to be paid
to such individual under section 217, compensation under the Railroad
Retirement Act of 1937 or 1974 which is creditable to such individual
pursuant to this title, and wages deemed to be paid to such individual
under section 229) and self-employment income of not less than 25
percent of the maximum amount which, pursuant to subsection (e),
may be counted for such year, or of not less than 25 percent of the
maximum amount which could be so counted !or such year (in the case
of a year after 1977) if section 230 as in effect immediately prior to the
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enactment of the Social Security Amendments of 1977 had remained
* in effect without change?

(D) In each calendar year after 1978 the Secretary shall publish
in the Federal RegistLt", on or before November 1, the formula for
computing benefits under this paragraph and for adjusting wages and
self-employment income under subsection (b) (3) in the case of an
individual who becomes eligible for an old-age insurance benefit, or
(if earlier) becomes eligible for a disability insurance benefit or (lies,
in the following year, and the average of the total wages (as described
in subparagraph (B) (ii) (I)) on which that formula is basud. With
the initial publication required by this subparagraph, the Secretary
shall also publish in the Federal Register the average of the total
wages (as so described) for each calendar year after 1950.1

(2) (A) A year shall not be counted as the year of an individual's
death or eligibility for purposes of this subsection or subsection (i)
in any case where such individual was entitled to a disability insur-
ance benefit for any of the 12 months immediately preceding the month
of such death or eligibility (but there shall be counted instead the year
of the individual's eligibility for the disability insurance benefit or
benefits to which he was entitled during such 12 months).

(B) In the case of an individual who was entitled to a disability
insurance benefit for any of the 12 months before the month in which

"* hlie became entitled to an o0l-age insurance benefit, became reentitled to
a disability insurance benefit, or died, the primary insurance amount
for determining any benefit attributable to that entitlement, reentitle-
ment, or death is the greater of-

(i) the primary insurance amount upon which such disability
insurance benefit was based, increased by the amount of each geen-
eral benefit increase (as defined in subsection (i) (3)). and each
increase provided under subsection (i) (2), that would have
applied to such primary insurance amount had the individual
remained entitled to such disability insurance benefit until the
month in which lie became so entitled or reentitled or died, or

(ii) the amount computed under paragraph (1) (C).
(C) In the case of an individual who was entitled to a disability

insurance benefit for any month, and with respect to whom a ,primary
insurance amount is required to be computed at any time after the
close of the period of the individual's disability (whether because of
such individual's subsequent entitlement to old-age insurance benefits
or to a disability insurance benefit based upon a subsequent period of
disability, or because of such individual's death), the primary insur-
ance amount so computed may in no case be less than the primary
insurance amount with respect to which such former disability insur-
ance benefit was most recently determined.

SSee Appendix E.
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(3) (A) Paragraph (1) applies only to an individual who was not
eligible for an old-age insurance benefit prior to January 1979 and
who in that or any succeeding month-

(i) becomes eligible for such a benefit,
(ii) becomes eligible for a disability insurance benefit, or
(iii) dies,

and (except for subparagraph (C) (i) (II) thereof) it applies to every
such individual except to the extent otherwise provided by paragraph
(4).

(B) For purposes of this title, an individual is deemed to be
eligible--

(i) for old-age insurance benefits, for months beginning with
the month in which he attains age 62, or

(ii) for disability insurance benefits, for months beginning
with the month in which his period of disability began as pro-
vided under section 216(i) (2) (C),

except as provided in paragraph (2) (A) in cases where fewer than 12
months have elapsed since the termination of a prior period of
disability.

(4) Paragraph (1) (except for subparagraph (C) (i) (II) thereof)
does not apply to the computation or recomputation of a primary
insurance amount for-

(A) an individual who was eligible for a disability insurance
benefit for a month prior to January 1979 unless, prior to the
month in which occurs the event described in clause (i), (ii), or
(iii) of paragraph (3) (A), there occurs a period of at least 12
consecutive months for which he was not entitled to a disability
insurance benefit, or

(B) an individual who had wages or self-employment income
credited for one or more years prior to 1979, and who was not
eligible for an old-age or disability insurance benefit, and did not
die, prior to January 1979, if in the year for which the computa-
tion or recomputation would be made the individual's primary
insurance amount would be greater if computed or recomputed-

(i) under section 215(a) as in effect in December 1978, for
purposes of old-age insurance benefits in the case of an indi-
vidual who becomes eligible for such benefits prior to 1984, or

(ii) as provided by section 215(d), in the case of an indi-
vidual to whom such section applies. 1

In determining whether an individual's primary insurance amount
would be greater if computed or recomputed as provided in subpara-
graph (B), (I) the table of benefits in effect in December 1978 shall
be applied without regard to any increases in that table which may

I Subpar. (B) was amended by sec. 6(d) of P.L 96-473.
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become effective (in accordance with subsection (i) (4)) for years after
* 1978 (subject to clause (iii) of subsection (i) (2) (A) but without

regard to clauses (iv) and (v) thereof) and (II) such individual's
average monthly wage shall be computed as provided by sub-
section (b) (4).

(5) For purposes of computing the primary insurance amount
(after December 1978) of an individual to whom paragraph (1) does
not apply (other than an individual described in paragraph (4) (B)),
this section as in effect in December 1978 shall remain in effect, except
that, effective for Januar- 1979, the dollar amount specified in para-
graph (3) of subsection (a) shall be increased to $11.50. The table
for determining primary insurance amounts and maximum family
benefits contained in this section in December 1978 shall be revised as
provided by subsection (i) for each year after 1978.1

Average Indexed Monthly Earnings; Average Monthly Wage

(b) (1) An individual's average indexed monthly earnings shall be
equal to the quotient obtained by dividing-

(A) the total (after adjustment under paragraph (3)) of his
wages paid in and self-employment income credited to his bene-
fit computation years (determined under paragraph (2)), by

(B) the number of months in those years.
* (2) (A) The number of an individual's benefit computation years

equals the number of elapsed years reduced-
(i) in the case of an individual who is entitled to old-age in-

inisurance benefits. by the number of yearns eiual to one-fifth of
this subparagraph), or who has died, by 5 years, and

(ii) in the case of an individual who is entitled to disability
insuranwe benefits. by the number of y-ars equal to one-fifth of
such individual's elapsed years (disregarding any resulting frac-
tional part of a year), but not by more than 5 years.

Clause (ii). once applicable with respect to any individual, shall con-
tinue to apply for purposes of determining such individual's primary
insurance amount for purposes of any subsequent eligibility for dis-
ability or old-age insurance benefits unless prior to the month in
which such eligibility begins there occurs a period of at least 12
consecutive months for which he was not entitled to a disability or
an old-age insurance benefit. If an individual described in clause
(ii) is living with a child (of such individual or his or her spouse)
under the age of 3 in any calendar year which is included in such
individual's computation base years, but which is not disregarded
pursuant to clause (ii) or to subparagraph (B) (in determining such

* individual's benefit computation years) by reason of the reduction in
1 Subsee. (a) was amended by sec. 201(a) ui P.L. 96-216.
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the number of such individual's elapsed years under clause (ii), the
* number by which such elapsed years are reduced under this subpar-

agraph pursuant to clause (ii) shall be increased by one (up to a
combined total not exceeding 3) for each such calendar year; except
that (I) no calendar year shall be disregarded by reason of this sen-
tence (in determining such individual's benefit computation years)
unless the individual was living with such child substantially
throughout the period in which the child was alive and under the
age of 3 in such year and the individual had no earnings as de-
scribed in section 203(f) (5) in such year, (II) the particular calendar
years to be disregarded under this sentence (in determining such
benefit computation years) shall be those years (not otherwise disre-
garded under clause (ii)) which, before the application of section
215(f), meet the conditions of subclause (I), and (III) this sentence
shall apply only to the extent that its application would not result
in a lower primary insurance amoinit.1 The nunbe.r of an individual's
benefit computation years as determined under this subparagraph shall
in no case be less than 2.2

(B) For purposes of this subsection with respect to any
individual-

(i) the term "benefit computation years" means those computa-
tion base years, equal in number to the number determined under

subparagraphph (A), for which the total of such individual's wages
and self-employment income, after adjustment under paragraph
(3), is the largest;

(ii) the term "computation base years" means the calendar years
after 1950 and before-

(I) in the case of an individual entitled to old-age insur-
ance benefits the year in which occurred (whether by reason
of section 202(j) (1) or otherwise) the first month of that
entitlement; or

(IL) in the case of an individual who has died (without
having become entitled to old-age insurance benefits), the
year succeeding the year of his death;

except that such term excludes any calendar year entirely in-
cluded in a period of disability; and

Sert'. 102(c) of P.L. 96-265 provides that this sentence shall apply only with respect to
benefits for months after June 1981.

2 See. 215(b) (2) (A) was amended by sec. 102 of P.L. 96-265.
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(i ii) the term "number of elapsed years" means (except as
otherwise provided by section 104(j) (2) of the Social Security
Amendments of 1972) the number of calendar years after 1950
(or, if later, the year in which the individual attained age 21) and
before the year in which the individual died, or, if it occurred
earlier (but after 1960), the year in which he attained age 62;
except that such term excludes any calendar year any part of
which is included in a period of disability.

(3) (A) Except as provided by subparagraph (B), the wages paid
in and self-employment income credited to each of an individual's com-
putation base years for purposes of the selection therefrom of benefit
computation years under paragraph (2) shall be deemed to be equal
to the product of-

(i) the wages and self-employment income paid in or credited
to such year (as determined without regard to this subpara-
graph), and

(ii) the quotient obtained by dividing-
(I) the average of the total wages (as defined in regula-

tions of the Secretary and computed without regard to the
limitations specified in section 209(a)) reported to the Secre-
tary of the Treasury or his delegate for the second calendar
year (after 1976) preceding the earliest of the year of the
individual's death, eligibility for an old-age insurance bene-
fit, or eligibility for a disability insurance benefit (except
that the year in which the individual dies, or becomes eligible,
shall not be considered as such year if the individual was
entitled to disability insurance benefits for any month in
the 12-month period immediately preceding such death or
eligibility, but there shall be counted instead the year of the
individual's eligibility for the disability insurance benefit to
which he was entitled in such 12-month period), by

(II) the average of the total wages (as so defined and
computed) reported to the Secretary of the Treasury or his
delegate for the computation base year for which the deter-
mination is made.

(B) Wages paid in or self-employment income credited to an in-
dividual's computation base year which-

(i) occurs after the second calendar year specified in subpara-
graph (A) (ii) (I), or

(ii) is a year treated under subsection (f) (2) (C) as though
it were the last year of the period specified in paragraph (2)
(B) (ii),

shall be available for use in determining an individual's benefit com-
putation years, but without applying subparagraph (A) of this
paragraph.
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(4) For purposes of determining the average monthly wage of an
individual whose primary insurance amount is computed (after 1978)
under section 215(a) or 215(d) as in effect (except with respect to the
table contained therein) in December 1978, by reason of subsection (a)
(4) (B), this subsection as in effect in December 1978 shall remain in
effect, except that paragraph (2) (C) (as then in effect) shall be
deemed to provide that "computation base years" include only calendar
years in the period after 1950 (or 1936, if applicable) and prior to the
year in which occurred the first month for which the individual was
eligible (as defined in subsection (a) (3) (B) as in effect in January
1979) for an old-age or disability insurance benefit, or, if earlier, the
year in which he died. Any calendar year all of which is included in a
period of disability shall not be included as a computation base year
for such purposes.'

Application of Prior Provisions in Certain Cases
(c) This subsection as in effect in December 1978 shall remain in

effect with respect to an individual to whom subsection (a) (1) does
not apply by reason of the individual's eligibility for an old-age or dis-
ability insurance benefit, or the individual's death, prior to 1979.2

Primary Insurance Benefit Under 1939 Act
(d) (1) For purposes of column I of the table appearing in sub-

section (a), as that subsection was in effect in December 1977, an indi-
vidual's primary insurance benefit shall be computed as follows:

(A) The individual's average monthly wage shall be deter-
mined as provided in subsection (b), as in effect in December 1977
(but without regard to paragraph (4) thereof), except that for
purposes of paragraphs (2) (C) and (3) of that subsection (as so
in effect) 1936 shall be used instead of 1950.

(B) For purposes of subparagraphs (B) and (C) of subsec-
tion (b) (2) (asso in effect) -

(i) the total wages prior to 1951 (as defined in subpara-
graph (C) of this paragraph) of an individual who attained
age 21 after 1936 and prior to 1950 shall be. divided by the
number of years (hereinafter in this subparagraph referred
to as the "divisor") elapsing after the year in which the in-
dividual attained age 20 and prior to 1951; and

(ii) the total wages prior to 1951 (as defined in subpara-
graph (C) of this paragraph) of an individual who attained
age 21 after 1949 shall be divided by the number of years
(hereinafter in this subparagraph referred to as the "divi-
sor") elapsing after 1949 and prior to 1951.

I Subsection (b) was amended by see. 201 (b) of P.L. 95-216.
9 Subsection (c) was amended by see. 201(c) of P.L. 95-216.
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The quotient so obtained shall be deemed to be the individual's wages
credited to each of the years which were used in computing the amount
of the divisor, except that-

(iii) if the quotient exceeds $3,000, only $3,000 shall be
deemed to be the individual's wages for each of the years
which were used in computing the amount of the divisor, and
the remainder of the individual's total wages prior to 1951
(I) if less than $3,000, shall be deemed credited to the year
immediately preceding the earliest year used in computing
the amount of the divisor, or (II) if $3,000 or more, shall be
deemed credited, in $3,000 increments, to the year immediately
preceding the earliest year used in computing the amount of
the divisor and to each year consecutively preceding that year,
with any remainder less than $3,000 being credited to the
year immediately preceding the earliest year to which a full
$3,000 increment was credited; and

(iv) no more than $42,000 may be taken into account for
purposes of this subparagraph, as total wages after 1936 and
prior to 1951.

(C) For the purposes of subparagraph (B), "total wages prior
to 1951" with respect to an individual means the sum of (i) re-
muneration credited to such individual prior to 1951 on the records
of the Secretary, (ii) wages deemed paid prior to 1951 to such
individual under section 217, (iii) compensation under the Rail-
road Retirement Act of 1937 prior to 1951 creditable to him pur-
suant to this title, and (iv) wages deemed paid prior to 1951 to
such individual under section 231.

(D) The individual's primary insurance benefit shall be 40 per-
cent of the first $50 of his average monthly wage as computed un-
der this subsection, plus 10 percent of the next $200 of his average
monthly wage, increased by 1 percent for each increment year.
The number of increment years is the number, not more than 14
nor less than 4, that is equal to the individual's total wages prior
to 1951 divided by $1,650 (disregarding any fraction).1

(2) The provisions of this subsection shall be applicable only in the
case of an individual-

(A) with respect to whom at least one of the quarters elapsing
prior to 1951 is a quarter of coverage;

(B) except as provided in paragraph (3), who attained age
22 after 1950 and with respect to whom less than six of the quar-
ters elapsing after 1950 are quarters of coverage, or who attained
such age before 1951; and

(C) (i) who becomes entitled to benefits under section 202(a)
or 223 after the date of the enactment of the Social Security
Amendments of 1967, or

'Paragraph (1) was amended by am. 201(d)(1) and 201(d) (2) of P.L. 95-21&
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(ii) who dies after such date without being entitled to benefits
under section 202 (a) or 223, or

(iii) whose primary insurance amount is required to be recom-

puted under section 215(f) (2) or (6), or section 231.

(3) The provisions of this subsection as in effect prior to the enact-

ment of the Social Security Amendments of 1967 shall be applicable

in the case of an individual who had a period of disability which

began prior to 1951, but only if the primary insurance amount result-

ing therefrom is higher than the primary insurance amount resulting

from the application of this section (as amended by the Social Secu-

rity Amendments of 1967) and section 220.1
(4) The provisions of this subsection as in effect in December 1977

shall be applicable to individuals who become eligible for old-age or

disability insurance benefits or die prior to 1978.2

Certain Wages and Self-Employment Income Not To Be Counted

(e) For the purposes of subsections (b) and (d)-
(1) in computing an individuals average indexed monthly

earnings or, in the case of an individual who-se primary insurance

amount is computed under section 215(a) as in effect prior to

January 1979, average monthly wage, there shall not be counted

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

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

year after 1954 and before 1959, the excess over $4,800 in the case

of any calendar year after 1958 and before 1966, the excess over

$6,600 in the case of any calendar year after 1965 and before 1968,

the excess over $7,800 in the case of any calendar year after 1967

and before 1972, the excess over $9,000 in the case of any calendar

year after 1971 and before 1973, the excess over $10,800 in the case

of any calendar year after 1972 and before 1974, the excess over

$13,200 in the ca_e of any calendar year after 1973 and before

1975, and the excess over an amount equal to the contribution

and benefit base (as determined under section 230) in the case of

any calendar year after 1974 with respect to which such contribu-

tion and benefit base is effective (before the application, in the

case of average indexed monthly earnings, of subsection (b) (3)

(A)) of (A) the wages paid to him in such year, plus (B) the

self-employment income credited to such year (as determined

under section 212) ; and
(2) if an individual's average indexed monthly earnings or, in

the case of an individual whose primary insurance amount is

computed under section 215(a) as in effect prior to January 1979,

average monthly wage, computed under subsection (b) or for

the purposes of subsection (d) is not a multiple of $1, it shall be

* reduced to the next lower multiple of $1.'

i Paragraph (3) was amended by see. 201(d) (3) of P.U 95-216.
a Paragraph (4) was added by sec. 201(d) (4) of P.U' 95-216.
a Subsection (e) was amended by gee. 201(e) of P.. 95-216.
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Recomputation of Benefits

(f) (1) After an individual's primary insurance amount has been
determined under this section, there shall be no recomputation of such
individual's primary insurance amount except as provided in this sub-
section or, in the case of a World War II veteran who died prior to
July 27, 1954, as provided in section 217(b).

(2) (A) If an individual has wages or self-employment income for
a year after 1978 for any part of which he is entitled to old-age or
disability insurance benefits, the Secretary shall, at such time or times
and within such period as he may by regulation prescribe, recompute
the individual's primary insurance account for that year.

(B) For the purpose of applying subparagraph (A) of subsection
(a) (1) to the average indexed monthly earnings of an individual to
whom that subsection applies and who receives a recomputation under
this paragraph, there .,Nall be used, in lieu of the amounts estab-
lished by subsection (a) (1) (B) for purposes of clauses (i) and (ii) of
subsection (a) (1) (A), the amounts so established that were (or, in
the case of an individual described in subsection (a) (4) (B), would
have been) used in the computation of such individual's primary in-
surance amount prior to the application of this subsection.

(C) A recomputation of any individual's primary insurance amount
under this paragraph shall be made as provided in subsection (a) (1)
as though the year with respect to which it is made is the last year of
the period specified in subsection (b) (2) (B) (ii) ; and subsection
(b) (3) (A) shall apply with respect to any such recomputation as it
applied in the computation of such individual's primary insurance
amount prior to the application of this subsection.

(D) A recomputation under this paragraph with respect to any
year shall be effective-

(i) in the case of an individual who did not die in that year,
for monthly benefits beginning with benefits for January of the
following year; or

(ii) in the case of an individual who died in that year, for
monthly benefits beginning with benefits for the month in which
he died.1

(3) [Repealed.]2
(4) A recomputation shall be effective under this subsection only

if it increases the primary insurance amount by at least $1.3
(5) In the case of a man who became entitled to old-age insurance

benefits and died before the month in which he attained age 65, the
Secretary shall recompute his primary insurance amount as provided
in subsection (a) as though he became entitled to old-age insurance

SParai-raph (2) was amended by see. 201(f) (1) of P.. 95-216.
Paragraph (3) was repealed by see. 201(f) (2) of P.L. 95-216.

0 Paragraph (4) was amended by see. 201 (f) (3) of P.L. 95-216.
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benefits in the month in which h3 died; except that (i) his computa-
* tion base years referred to in subsection (b) (2) shall include the year

in which he died, and (ii) his elapsed years referred to in subsection
(b) (3) shall not include the year in which he died or any year there-
after. Such recomputation of such primary insurance amount shall be
effective for and after the month in which he died.

(6) Upon the death after 1967 of an individual entitled to benefits
under section 202(a) or section 223, if any person is entitled to
monthly benefits or a lump-sum death payment, on the wages and self-
employment income of such individual, the Secretary shall recompute
the decedent's primary insurance amount, but only if the decedent
during his lifetime was paid compensation which was treated under
section 205(o) as remuneration for employment.

(7) This subsection as in effect in December 1978 shall continue to
apply to the recomputation of a primary insurance amount computed
under subsection (a) or (d) as in effect (without regard to the table
in subsection (a)) in that month, and, where appropriate, under sub-
section (d) as in effect in December 1977. For purposes of recomputing
a primary insurance amount determined under subsection (a) or (d)
(as so in effect) in the case of an individual to whom those subsections
apply by reason of subsection (a) (4) (B) as in effect after December
1978, no remuneration shall be taken into account for the year in which

Sthe individual initially became eligible for an old-age or disability
insurance benefit or died, or for any year thereafter."

(8) The Secretary shall recompute the primary insurance amounts
applicable to beneficiaries whose benefits are based on a primary insur-
ance amount which was computed under subsection (a) (3) effective
prior to January 1979, or would have been so computed if the dollar
amount specified therein were $11.50. Such recomputation shall be
effective January 1979, and shall include the effect of the increase in
the dollar amount provided by subsection (a) (1) (C) (i) (II). Such
primary insurance amount shall be deemed to be provided under such
section for purposes of subsection (i).1

Rounding of Benefits

(g) The amount of any primary insurance amount and the amount
of any monthly benefit computed under section 202 or 223 which (after
reduction under section 203 (a) and deductions under section 203(b))
is not a multiple of $0.10 shall be raised to the next higher multiple
of $0.10.

(h) (1) Notwithstanding the provisions of subchapter III of chap-
ter 83 of title 5, United States Code, remuneration paid for services to
which the provisions of section 210(1) (1) of this Act are applicable

* and which is performed by an individual as a commissioned officer of

I Paragraphs (7) and (8) were added by see. 201(fj (4) of P.L. 95-216.
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the Reserve Corps of the Public Health Service prior to July 1, 1960,
shall not be included in computing entitlement to or the amount of any
monthly benefit under this title, on the basis of his wages and self-
employment income, for any month after June 1960 and prior to the
first month with respect to which the Civil Service Commission certi-
fies to the Secretary that, by reason of a waiver filed as provided in
paragraph (2), no further annuity will be. paid to him, his wife, and
his children, or, if he has (lied, to his widow and children, under sub-
chapter III of chapter 83 of title 5, United States Code, on the basis
of such service.

(2) In the case of a monthly benefit for a month prior to that in
which the individual, on whose wages and self-employment income
such benefit is based, dies, the waiver must be filed by such individual;
and such waiver shall be irrevocable and shall constitute a waiver on
behalf of himself, his wife, and his children. If such individual did not
file such a waiver before he died, then in the case of a benefit for the
month in which he died or any month thereafter, such waiver must be
filed by his widow, if any, and by or on behalf of all his children, if
any; and such waivers shall be irrevocable. Such a waiver by a child
shall be filed by his legal guardian or guardians, or, in the absence
thereof, by the person (or persons) who has the child in his care.

Cost-of-Living Increases in Benefits

(i) (1) For purposes of this subsection-
(A) the term "base quarter" means (i) the calendar quarter

ending on March 31 in each year after 1974, or (ii) any other cal-
endar quarter in which occurs the effective month of a general
benefit increase under this title;

(B) the term "cost-of-living computation quarter" means a base
quarter, as defined in subparagraph (A) (i), in which the Con-
sunier Price Index prepared by the Department of Labor exceeds,
by not less than 3 per centum, such Index in the later of (i) the
last prior cost-of-living computation quarter which was estab-
lished under this subparagraph, or (ii) the most recent calendar
quarter in which occurred the effective month of a general benefit
increase under this title; except that there shall be no cost-of-
living computation quarter in any calendar year if in the year
prior to such year a law has been enacted providing a general
benefit increase under this title or if in such prior year such a
general benefit increase becomes effective; and

(C) the Consumer Price Index for a base quarter, a cost-of-
living computation quarter, or any other calendar quarter shall
be the arithmetical mean of such index for the 3 months in such
quarter.
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(2) (A) (i) The Secretary shall determine each year beginning with
1975 (subject to the limitation in paragraph (1) (B)) whether the base
quarter (as defined in paragraph (1) (A) (i)) in such year is a cost-of-
living computation quarter.

(ii) If the Secretary determines that the base quarter in any year
is a cost-of-living computation quarter. he shall, effective with the
month of June of that year as provided in subparagraph (B),
increase-

(I) the benefit amount to which individuals are entitled for
that month under section 227 or 228,

(II) the primary insurance amount of each other individual
on which benefit entitlement is based under this title (including
a primary insurance amount determined under subsection (a)
(1) (C) (i) (I), but subject to the provisions of such subsection (a)
(1) (C) (i) and clauses (iv) and (v) of this subparagraph), and

(III) the amount of total monthly benefits based on any pri-
mary insurance amount which is permitted under section 203
(and such total shall be increased, unless otherwise so increased
under another provision of this title, at the same time as such
primary insurance amount) or, in the case of a primary insurance
amount computed under subsection (a) as in effect without
regard to the table contained therein) prior to January 1979, the

* amount to which the beneficiaries may be entitled under section
203 as in effect in December 1978, except as provided by section
203(a) (7) and (8) as in effect after December 1978.1

The increase shall be derived by multiplying each of the amounts
described in subdivisions (I), (II), and (III) (including each of
those amounts as previously increased under this subparagraph) by
the same percentage (rounded to the nearest one-tenth of 1 percent)
as the percentage by which the Consumer Price Index for that cost-of-
living computation quarter exceeds such index for the most recent
prior calendar quarter which was a base quarter under paragraph
(1) (A) (ii) or, if later, the most recent cost-of-living computation
quarter under paragraph (1) (B) ; and any amount so increased that.
is not a multiple of $0.10 shall be increased to the next higher multiple
of $0.10. Any increase under this subsection in a primary insurance
amount determined under subparagraph (C) (i) (II) of subsection
(a) (1) shall be applied after the initial determination of such pri-
mary insurance amount under that subparagraph (with the amount of
such increase, in the case of an individual who becomes eligible for
old-age or disability insurance benefits or dies in a calendar year after
1979, being determined from the range of possible primary insurance
amounts published by the Secretary under the last sentence of sub-
paragraph (D)).2

1 Subclause (III) was amended by sec. 101 of P.1.. 96-265.
2 Clause (i0) was amended by sec. 201(g) (1) of P.4. 95-21&.
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(iii) In the case of an individual who becomes eligible for an old-
age or disability insurance benefit, or who dies prior to becoming so
eligible, in a year in which there occurs an increase provided under
clause (ii), the individual's primary insurance amount (without
regard to the time of entitlement to that benefit) shall be increased
(unless otherwise so increased under another provision of this title
and, with respect to a primary insurance amount determined under
subsection (a) (1) (C) (i) (I), subject to the provisions of subsection
(a) (1) (C) (i) and clauses (iv) and (v) of this subparagraph) by the
amount of that increase awl subsequent applicable increases, but only
with respect to benefits payable for months after May of that. year.

0i0) (I) In the case of an individual who is entitled to an old-age
insurance benefit that is based on a primary insurance amount deter-
mined under subsection (a) (1) (C) (i) (I), such primary insurance
amount shall not be increased under this subsection for any year before
the year in which occurs the first month with respect to which there is
payable to such individual all or some part of such benefit after
application of the provisions of section 203 relating to deductions on
account. of work. or, if earlier, the year in which he attains age 65.

(II) In the case of an individual who is entitled to an insurance
benefit under subsection (e) or (f) of section 2002 that is based on
a primary insurance amount determined under subsection (a) (1) (C)
(i) (I), such primary insurance amount shall not be increased under
this subsection for any year (except as provided in subdivision (III))
Before the year in which occurs the first month with respect to which
there is payable to such individual all or some part of such benefit
after application of the provisions of section 203 relating to deduc-
tions on account of work, or. if earlier, the year in which he attains
age 65.

(III) Any increase under this subsection which would otherwise
be applied to a primary insurance amount except for the provisions
of subdivision (II) of this cla-use. shall apply to such primary insur-
ance amount if. during -any month of the year in which the increase
occurs, any individual is entitled to a benefit under subsection (d),
(g), or (h) of section 202 based on such primary insurance amount,
and such primary insurance amount is based upon the wages and self-
employment income of a deceased individual.

(IV) No primary insurance amount determined under subsection
(a) (1) (C) (i) (I) shall be increased under this subsection for any
year dining which no individual was entitled to any benefit based
thereon under section 202 or 223 for any month of such year.

(V) In any case in which an increase under this subsection which
occurs during any year applies to a primary insurance amount deter-

$Clauses (011). (iv), and (v) were addeti by see. 201 (g) (2) of P.L. 95-216. 0
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mined under subsection (a) (1) (C) (i) (I), and such an increase oc-
*curring in a later year does not apply to such primary insurance

amount on account of the provisions of this clause, any such increase
which occurs in a later year which is applicable to such primary in-
surance amount shall be based upon such primary insurance amount
as previously increased under this subsection.'

(v) Notwithstanding clause (iv), no primary insurance amount
shall be less than that provided under section 215(a) (1) without
regard to subparagraph (C) (i) (I) thereof, as subsequently increased
by applicable increases under this section.'

(B) The increase provided by subparagraph (A) with respect to a
particular cost-of-living computation quarter shall apply in the case
of monthly benefits under this title for months after May of the calen-
dar year in which occurred such cost-of-living computation quarter,
and in the case of lump-sum death payments with respect to deaths
occurring after May of such calendar year.

(C) (i) Whenever the level of the Consumer Price Index as pub-
lished for any month exceeds by 2.5 percent or more the level of such
index for the most recent base quarter (as defined in paragraph (1)
(A) (ii)) or, if later, the most recent cost-of-living computation quar-
ter, the Secretary shall (within 5 days after such publication) report
the amount of such excess to the House Committee on Ways and
Means and the Senate Committee on Finance.

(ii) Whenever the Secretary determines that a base quarter in a
calendar year is also a cost-of-living computation quarter, he Shall
notify the House Conamittee on Ways and Means and the Senate Com-
mittee on Finance of such determination within 30 days after the close
of such quarter, indicating the amount of the benefit increase to be pro-
vided, his estimate of the extent to which the cost of such increase
would be met by an increase in the contribution and benefit base under
section 230 and the estimated amount of the increase in such base, the
actuarial estimates of the effect of such increase, and the actuarial as-
sumptions and methodology used in preparing such estimates.

(D) If the Secretary determines that a base quarter in a calendar
year is also a cost-of-living computation quarter, lie shall publish in
the Federal Regizter within 45 days after the close of such quarter a
determination that a benefit increase is resultantly required and the
percentage thereof. He shall also publish in the Federal Register at
that time (i) a revision of the range of the primary insurance amounts
which are possible after the application of this subsection based on the
dollar amount specified in subparagraph (C) (i) (II) of subsection (a)
(1) (with such revised primary insurance amounts constituting the

m1 Clauses (I11), (iv), and (r) were added by sec. 201 (g) (2) of P.L. 95-216.
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increased amounts determined for purposes of such subparagraph (C)
*(i) (II) under this subsection), or specified in subsection (a) (3) as

in effect prior to 1979, and (ii) a revision of the range of maximum
family benefits which correspond to such primary insurance amounts
(with such maximum benefits being effective notwithstanding section
203(a) except for paragraph (3) (B) thereof (or paragraph (2)
thereof as in effect prior to 1979)). Notwithstanding the preceding
sentence, such revision of itaximum family benefits shall be subject
to paragraph (6) of section 203(a) (as added by section 101(a) (3) of
the Social Security Disability Amendments of 1980) 1

(3) As used in this subsection, the term generall benefit increase
under this title" nieans an increase (other than an increase under this
subsection) in all primary insurance amounts on which monthly
insurance benefits under this title are based.

(4) This subsection as in effect in December 1978 shall continue to
apply to sub.-sctions (a) anl (d), as then in effect, for purposes of
computing the primary n.-urance amount of an individual to whomn
subsection (a), as in effect after I)ecember 1978, does not apply
(including an inulividuvl to whom subsection (a) does not apply in
any year by reason of p:,ragraph (4) (B) of that subsection (but the
application of this subsection in such cases shall be modified by the
application of subdivision (I) in the last sentence of paragraph (4)

* of that subsection)). For purposes of computing primary insurance
amounts and maximum family benefits (other than primary insurance
amounts and maximum family benefits for individuals to whom such
paragraph (4) (B) applies), the Secretary shall publish in the Federal
Register revisions of the table of benefits contained in subsection (a),
as in effect in December 1978, as required by paragraph (2) (D) of
this subsection as then in effect.2

I Subpar. (D) was amended by see. 201(g) (3) of P.L. 95-216 and see. 101 of P.L. 96-265.
2 Par. (4) was added by see. 201(g) (4) of P.L. 95-216. See App. F for law as in effect on

December 1978.
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Other Definitions
Sec. 216. For the purposes of this title-
(a) [Repealed.]

Wife
(b) The term "wife" means the wife of an individual, but only if

she (1) is the mother of his son or daughter, (2) was married to him
for a period of not less than one year immediately preceding the day
on which her application is filed, or (3) in the month prior to the
month of her marriage to him (A) was entitled to, or on application
therefor and attainment of age 62 in such prior month would have
been entitled to, benefits under subsection (b), (e), or (h) of section
202, (B) had attained age eighteen and was entitled to, or on applica-
tion therefor would have been entitled to, benefits under subsection
(d) of such section (subject, however, to section 202(s)), or (C) was
entitled to, or upon application therefor and attainment of the re-
quired age (if any) would have been entitled to, a widow's, child's
(after attainment of age 18), or parent's insurance annuity under sec-
tion 2 of the Railroad Retirement Act of 1974, as amended.

Widow
(c) The term "widow" (except when used in section 202(i)) means

the surviving wife of an individual, but only if (1) she is the mother
of his son or daughter, (2) she legally adopted his son or daughter
while she was married to him and while such son or daughter was
under the age of eighteen, (3) he legally adopted her son or daughter
while she was married to him and while such son or daughter was
under the age of eighteen, (4) she was married to him at the time
both of them legally adopted a child under the age of eighteen, (5)
she was married to him for a period of not less than nine months
immediately prior to the day on which he died, or (6) in the month
prior to the month of her marriage to him (A) she was entitled to,
or on application therefor and attainment of age 62 in such prior
month would have been entitled to, benefits under subsection (b),
(e), or (h) of section 202, (B) she had attained age eighteen and
was entitled to, or on application therefor would have been entitled
to, benefits under subsection (d) of such section (subject, however,
to section 202(s)), or (C) she was entitled to, or upon application
therefor and attainment of the required age (if any) would have
been entitled to, a widow's, child's (after attainment of age 18), or
parent's insurance annuity under section 2 of the Railroad Retirement
Act of 1974, as amended.

Divorced Wives; Divorce

(d) (1) The term "divorced wife" means a woman divorced from
an individual, but only if she had been married to such individual for
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a period of 10 years immediately before the date the divorce became
*effective.'

(2) The term "surviving divorced wife" means a woman divorced
from an individual who has died, but only if she had been married
to the individual for a period of 10 years immediately before the date
the divorce became effective.'

(3) The term "surviving divorced mother" means a woman di-
vorced from an individual who has died, but only if (A) she is the
mother of his son or daughter, (B) she legally adopted his son or
daughter while she was married to him and while such _,n or daughter
was under the age of 18, (C) lie legally adopted her son or daughter
while she was married to him and while such son or daughter was
under the age of 18, or (D) she was married to him at the time both
of them legally adopted a child under the age of 18.

(4) The terms "divorce" and "divorced" refer to a divorce a vin-
culo matrimonii.

Child

(e) The term "child" means (1) the child or legally adopted child
of an individual, (2) a stepchild who has been such stepchild for
not less than one year immediately preceding the day on which appli-
cation for -.dild's insurance benefits is filed or (if the insured individual

* is deceased) not less than nine months immediately preceding the
day on which such individual died, and (3) a person who is the grand-
child or stepgrandchild of an individual or his spouse, but only if (A)
there was no natural or adoptive parent (other than such a parent
who was under a disability, as defined in section 223(d) ) of such per-
son living at the time (i) such individual became entitled to old-age
insurance benefits or disability insurance benefits or died, or (ii) if
such individual had a period of disability which continued until such
individual became entitled to old-age insurance benefits or disability
insurance benefits, or died, at the time such period of disability began,
or (B) such person was legally adopted after the death of such indi-
vidual by such individual's surviving spouse in an adoption that was
decreed by a court of competent jurisdiction within the United States
and such person's natural or adopting parent or stepparent was not
living in such individual's household and making regular contributions
toward such person's support at the time such individual died. For
purposes of clause (1), a person shall be deemed, as of the date of death
of an individual, to be the legally adopted child of such individual if
such person was at the time of such individual's death living in such
hidividual's household and was legally adopted by such individual's

' Paragraphs (1) and (2) were amended by sec. 337(a) of Publlc Law 95-216 effective
I as specified in see. 337 (c) which appears in this document on p. 811.
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surviving spouse after such individual's death but only if (A) pro-
* • ceeding4 for the adoption of the child had been instituted by such indi-

vidual before his death, or (B) such child was adopted by such indi-
vidual's surviving spouse before the end of two years after (i) the
day on which such individual died or (ii) the date of enactment of
the Social Security Amendments of 1958; except that this sentence
shall not apply if at the time of such individual's death such person
was receiving regular contributions toward his support from someone
other than such individual or his spouse, or from any public or private
welfare organization which furnishes services or assistance for chil-
dren. For purposes of clause (2), a person who is not the stepchild
of an individual shall be deemed the stepchild of such individual if
such individual was not the mother or adopting mother or the father
or adopting futher of such person and such individual and the mother
or adopting mother, or th,. father or adopting father, as the case may
be, of such person went through a marriage ceremony resulting in a
purported marriage between them which, but for a legal impediment
described in the last sentence of subsection (h) (1) (B), would have
been a valid marriage.

Husband

(f) The term "husband" means the husband of an individual, but
* only if (1) he is the father of her son or daughter, (2) he was married

to her for a period of not less than one year immediately preceding the
day on which his application is filed, or (3) in the month prior to the
month of his marriage to her (A) he was entitled to, or on applica-
tion therefor and attainment of age 62 in such prior month would
have been entitled to, benefits under subsection (f), or (h) of section
202, (B) he had attained age eighteen and was entitled to, or on
application therefor would have been entitled to, benefits under sub-
section (d) of such section (subject, however, to section 202(s)), or
(C) he was entitled to, or upon application therefor and attainment of
the required age (if any) he would have been entitled to, a widower's,
child's• (after attainment of age 13), or parent's insurance annuity
under section 2 of the Railroad Retirement Act of 1974, as amended.

Widower

(g) The term "widower" (except when used in section 202(i))
means the surviving husband of an individual, but only if (1) he is the
father of her son or daughter, (2) he legally adopted her son or daugh-
ter while he was married to her and while such son or daughter was
under the age of eighteen, (3) she legally adopted his son or daughter

* while he was married to her and while such son or daughter was under
the age of eighteen, (4) he was married to her at the time both of them
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legally adopted a child under the age of eighteen, (5) he was married
to her for a period of not less than nine months immediately prior
fo the day on which she died, or (6) in the month before the month of
his marriage to her (A) he was entitled to, or on application there-
for and attainment of age 02 in such prior month would have been
entitled to, benefits under subsection (f), or (h) of section 202, (B)
he had attained age eighteen and was entitled to, or on application
therefor would have been entitled to, benefits under subsection (d)
of such section (subject, however, to section 202(s)), or (C) he was
entitled to, or on application therefor and attainment of the required
age (if any) he would have been entitled to a widower's, child's
(after attainment of age 18), or parent's insurance annuity tnder sec-
tion 2 of the Railroad Retirement Act of 1974, as amended.

Determination of Family Status

(h) (1) (A) An applicant is the wife, husband, widow, or widower
of a fully or currently insured individual for purposes of this title if
the courts of the State in which such insured individual is domiciled
at the time such applicant files an application, or, if such insured indi-
vidual is dead, the courts of the State in which he was domiciled at the
time o death, or, if such insured individual is or was not so domiciled
in any State, the courts of the District of Columbia. would find that
such applicant and such insured individual were validly married at
the time such applicant files such application or, if such insured indi-
vidual is dead, at the time he died. If such courts would not find that
such applicant and such insured individual were validly married at
such time, such applicant shall, nevertheless be deemed to be the wife,
husband, widow, or widower, as the case may be, of such insured indi-
vidual if such applicant would, under the laws applied by such courts
in determining the devolution of interstate personal property, have the
same status with respect to the taking of such property as a wife, hus-
Land, widow, or widower of such insured individual.

(B) In any case where under subparagraph (A) an applicant is not
(and is not deemed to be) the wife, widow, husband, or widower of a
fully or currently insured individual, or where under subsection (b),
(c), (f), or (g) such applicant is not the wife, widow, husband, or
widower of such individual, but it is established to the satisfaction of
the Secretary that such applicant in good faith went through a mar-
riage ceremony with such individual resulting in a purported mar-
riage between them which, but for a legal impediment not known to
the applicant at the time of such ceremony, would have been a valid
marriage, and such applicant and the insured individual were living
in the same household at the time of the death of such insured Midi-
vidual or (if such insured individual is living) at the time such appli-U
cant files the application, then, for purpcses of subparagraph (A) and
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subsections (b), (c), (f), and (g), such purported marriage shall be
*deemed to be a valid marriage. The provisions of the preceding sen-

tence shall not apply (i) if another person is or has been entitled to
a benefit under subsection (b), (c), (e), (f), or (g) of section 2_02
on the basis of the wages and self-employment income of such insured
individual and such other person is (or is deemed to be) a wife, widow,
husband, or widower of such insured individual under subparagraph
(A) at the time such applicant files the application, or (ii) if the
Secretary determines, on the basis of information brought to his atten-
tion, that such applicant entered into such purported marriage with
such insured individual with knowledge that it would not be a valid
marriage. The entitlement to a monthly benefit under subsection (b),
(c), (e), (f), or (g) of section 202, based on the wages and :elf-em-
ployment income of such insured individual, of a person who would
not be deemed to be a wife, widow, husband, or widower of such in-
sured individual but for this subparagraph, shall end with the month
before the month (i) in which the Secretary certifies, pursuant to
section 205(i), that another person is entitled to a benefit under sub-
section (b), (c), (e), (f), or (g) of section 2_02 on the basis of the
wages and self-employment income of such insured individual, if such
other person is (or is deemed to be) the wife, widow, husband, or
widower of such insured individual under subparagraph (A). or (ii)

* if the applicant is entitled to a monthly benefit under subsection (b)
or (c) of section 202, in which such applicant entered into a mar-
riage, valid without regard to this subparagraph, with a person other
than such insured individual. For purposes of this subparagraph, a
legal impediment to the validity of a purported marriage includes
only an impediment (i) resulting from the lack of dissolution of a pre-
vious marriage or otherwise arising out of such previous marriage or
its dissolution, or (ii) resulting from a defect in the procedure fol-
lowed in connection with such purported marriage.

(2) (A) In determining whether an applicant is the child or parent
of a fully or currently insured individual for purposes of this title,
the Secretary shall apply such law as would be applied in determining
the devolution of intestate personal property by the courts of the
State in which such insured individual is domiciled at the time such
applicant files application, or, if such insured individual is dead, by
the courts of the State in which he was domiciled at the time of his
death, or, if such insured individual is or was not so domiciled in any
State, by the courts of the District of Columbia. Applicants who ac-
cording to such law would have the same status relative to taking
intestate personal property as a child or parent shall be deemed such.

(B) If an applicant is a son or daughter of a fully or currently
~ insured individual but is not (and is not deemed to be) the child of
10 such insured individual under subparagraph (A), such applicant shall
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nevertheless be deemed to be the child of such insured individual if
such insured individual and the mother or father, as the case may be,
of such applicant went through a marriage ceremony resulting in a
purported marriage between them which, but for a legal impediment
described in the last sentence of paragraph (1) (B), would have been a
valid marriage.

(3) An applicant who is the son or daughter of a fully or currently
insured individual, but who is not (and is not deemed to be) the ,dhild
of such insuied individual under paragraph (2), shall nevertheless be
deemed to be the child of such insured individual if:

(A) in the cas-e of an insured individual entitled to old-age
insurance benefits (who was not, in the month preceding st.ch
entitlement, entitled to disability insurance benefits)-

(i) such insured individual-
(I) has acknowledged in writing that the applicant is

his son or daughter,
(II) has been decreed by a court to be the father of

the applicant, or
(III) has been ordered by a court to contribute to the

support of the applicant because the applicant is his son
or daughter,

and such acknowledgement, court decree, or court order was
made not less than one year before such insured individual
became entitled to old-age insurance benefits or attained age
65, whichever is earlier; or

(ii) such insured individual is shown by evidence satisfac-
tory to the Secretary to be the father of the applicant and was
living with or contributing to the support of the applicant
at the time such insured individual became entitled to bene-
fits or attained age 65, whichever first occurred;

(B) in the case of an insured individual entitled to disability
insurance benefits. or who was entitled to such benefits in the
month preceding the first month for which he was entitled to old-
age insurance benefits--

(i) such insured individual-
(I) has acknowledged in writing that the applicant is

his son or daughter.
(IL) has been decreed by a court to be the father of

the applicant, or
(III) has been ordered by a court to contribute to the

support of the applicant because the applicant is his son
or dancghter,

and such acknowledgement, court decree, or court order was
made before such insured individual's most recent period of
disability began; or
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(ii) such insured individual is shown by evidence satis-
factory to the Secretary to be the father of the applicant and
was living with or contribut~ng to tie support of that appli-Cant I-Lit tile tille Such period of disalbility lwmgan ;

(C) in tihe case of a deceased individual-

(i) such insured individual-
(I) had acknowledged in writing that the applicant is

his son or daughter,
(II) had been decreed by :a court to be the father of

the applicant, or
(III) had been ordered by a court to contribute to the

support of the applicant because the applicant was hlis
son or daughter,

and such acknowledgement. court decree, or court order was
made before the death of such insured individual, or

(ii) such insured individual is shown by evidence satis-
factory to the Secretary to have been the father of the appli-
cant. and such insured individual was living with or contrib-
utinig to tile support of the applicant at the timle such insured
individual died.

Disability; Period of Disability
* (i) (1) Except for purposes of section 202(d), 202(e), 202(f), 223,

and 225, the term "disability" means (A) inability to engage in any
substantial gainful activity by reason of any medically determinable
physical or mental impairment which can be expected to result in
death or has lasted or can be expected to last for a continuous period
of not less than 12 nmonfths, or (B) bIlindness; and the termn "blindness"
means central visual acuity of 20/200 or less in the better eye with the
use of correcting lens. An eye which is accompanied by a limitation
in the field of vision such that the widest diameter of the visual field
subtends an angle no greater than 20 degrees shall be considered for
purposes of this paragraph as having a central visual acuity of 20/200
or less. The provisions of paragraphs (2) (A), (3), (4), (5), and (6) of
section 223(d) shall be applied for purposes of determining whether
an individual is under a disability within the meaning of the first
sentence of this paragraph in the same manner as they are applied for
purposes of paragraph (1) of such section. Nothing in this title shall
be construed as authorizing the Secretary or any other officer or
employee of the United States to interfere in aiiy way with the prac-
tice of medicine or with relationships between practitioners of medi-
cine and their patients, or to exercise any supervision or control over
the administration or operation of any hospital.'

* (2) (A) The term "period of disability" means a continuous period
(beginning and ending as hereinafter provided in this subsection)
during which an individual was under a disability (as defined in

I Par. (1) was amended by see. 5(a) (2) of P., 96-473.
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paragraph (1)), but only if such period is of not less than five full
calendar months' duration or such individual was entitled to benefits
under section 223 for one or more months in such period.

(B) No period of disability shall begin as to any individual unless
such individual files an application for a disability determination with
respect to such period; and no such period shall begin as to any in-
dividual after such individual attains the age of 65.

In the case of a deceased individual, the requirement of an appli-
cation under the preceding sentence may be satisfied by an application
for a disability determination filed with respect to such individual
within 3 months after the month in which he died.

(C) A period of disability shall begin-
(i) on the day the disability began, but only if the individual

satisfies the requirements of paragraph (3) on such day; or
(ii) if such individual does not satisfy the requirements of

paragraph (3) on such day, then on the first day of the first quar-
ter thereafter in which he satisfies such requirements.

(D) A period of disability shall end with the close of whichever
of the following months is the earlier: (i) the month preceding the
month in which the individual attains age 65, or (ii) the month pre-
ceding (I) the termination month (as defined in section 223(a) (1)),
or, if earlier (II) the first month for which no benefit is payable by
reason of section 223(e), where no benefit is payable for any of the
succeeding months during the 15-month period referred to in such
section.'

(E) Except as is otherwise provided in subparagraph (F), no appli-
cation for a disability determination which is filed more than 12
nionths after the month prescribed by subparagraph (D) as the month
in which the period of disability ends (determined without regard to
subparagraph (B) and this subparagraph) shall be accepted as an ap-
plication for purposes of this paragraph.

(F) An application for a disability determination which is filed
more than 12 months after the month prescribed by subparagraph (D)
as the month in which the period of disability ends (determined with-
out regard to subparagraphs (B) and (E)) shall be accepted as an
application for purposes of this paragraph if-

(i) in the case of an application filed by or on behalf of an
individual with respect to a disability which ends after the month
in which the Social Security Amendments of 1967 is enacted, such
application is filed not more than 36 months after the month in
which such disability ended, such individual is alive at the time
the application is filed, and the Secretary finds in accordance
with regulations prescribed by him that the failure of such indi-
vidual to file an application for a disability determination within

1 Par. (D) was amended by see. 303 of P.1& 96-265.
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the time specified in subparagraph (E) was attributable to a
physical or mental condition of such individual which rendered
him incapable of executing such an application, and

(ii) in the case of an application filed by or on behalf of an
individual with respect to a period of disability which ends in or
before the month in which the Social Security Amendments of
1967 as enacted,

(I) such application is filed not more than 12 months
after the month in which the Social Security Amendments of
1967 is enacted,

(II) a previous application for a disability determination
has been filed by or on behalf of such individual (1) in or
before the month in which the Social Security Amendments
of 1967 is enacted, and (2) not more than 36 months after the
month in which his disability ended, and

(III) tie Secretary finds in accordance with regulations
prescribed by him. that the failure of such individual to file
an application within the then specified time period was at-
tributable to a physical or mental condition of such individ-
ual which rendered him incapable of executing such an
application.

In making a determination under this subsection, with respect to the
disability or period of disability of any individual whose application
for a determination thereof is accepted solely by reason of the provi-
sionis of this subparagraph (F), the provisions of this subsection (other
than the provisions of this subparagraph) shall be applied as such
provisions are in effect at the time such determination is made.

(G) An application for a disability determination filed before the
first day on which the applicant satisfies the requirements for a
period of disability under this subsection halll be deemed a valid
application (and shall be deemed to have been filed on such first day)
only if the applicant satisfies the requirements for a period of dis-
ability before the Secretary makes a final decision on the application
and no request under section 205(b) for notice and opportunity for a
hearing thereon is made or, if such a request is made, before a decision
based upon the evidence adduced at the hearings is made (regardless
of whether such decision becomes the final decision of the Secretary).,

(3) The requirements referred to in clauses (i) and (ii) of para-
graph (2) (C) are satisfied by am' individual with respect to any quar-
ter only if-

(A) he would have been a fully insured individual (as defined
in section 214) had he attained age 62 and filed application for
benefits under section 202(a) on the first day of such quarter; and

1 Par. (G) was amended by see. 306 of P.L. 96-265.
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(B) (i) he had not less than 20 quarters of coverage during the
40-quarter period which ends with such quarter, or

(ii) if such quarter ends before he attains (or would attain)
age 31 not less than one-half (and not less than 6) of the quarters
during the period ending with such quarter and beginning after
he attained the age of '21 were quarters of coverage, or (if the
number of quarters in such period is less than 12) not less than
6 of the quarters in the 12-quarter period ending with such quar-

0
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ter were quarters of coverage, except that the provisions of sub-
paragraph (B) of this paragraph shall not apply in the case of
an individual who is blind (within the meaning of "blindness" as
defined in paragraph (1)).

For purposes of subparagraph (B) of this paragraph, when the
number of quarters in any period is an odd unuber, such number shall
be reduced by one, and a quarter shall not be counted as part of any
period if any part of such quarter was included in a prior period of
disability unless such quarter was a quarter of coverage.

(4) [Repealed.]

Periods of Limitations Ending on Nonwork Days

(j) Where this title, any provision of another law of the United
States (other than the Internal Revenue Code of 1954) relating to or
changing the effect of this title, or any regulation issued by the Secre-
tary pursuant thereto provides for a period within which an act is
required to be done which affects eligibility for or the amount of any
benefit or payment under this title or is necessary to establish or pro-
tect any rights under this title, and such period ends on a Satur-
day, Sunday, or legal holiday. or on any other day all or part of which
is declared to be a nonwork day for Federal employees by statute or
Executive order, then such act shall be considered as done within such
period if it is done on the first day thereafter which is not a Saturday,
Sunday, or legal holiday or any other (lay all or part of which is
declared to be a nonwork (lay for Federal employees by statute or
Executive order. For purposes of this subsection, the day on which a
period ends shall include the day on which an extension of such period,
as authorized by law or by the Secretary pursuant to law, ends. The
provisions of this subsection shall not extend the period during which
benefits under this title may (pursuant to section 202(j) (1) or 223(b))
be paid for months prior to the (lay application for such benefits is
filed, or during which an application for benefits under this title
may (pursuant to section 202(j) (2) or 223(b)) be accepted as such.

Waiver of Nine-Month Requirement for Widow, Stepchild, or Widower in Case
of Accidental Death or in Case of Serviceman Dying in Line of Duty, or in
Case of Remarriage to the Same Individual

(k) The requirement in clause (5) of subsection (c) or clause (5)
of subsection (g) that the surviving sp)OUse of an individual have been
married to such individual for a period of not less than nine months
immediately prior to the (lay on which such individual (lied in order
to qualify as such individual's widow or widower, and the require-
ment in subsection (e) that the stepchild of a deceased individual have
been such stepchild for not less than nine months immediately preced-
ing the day on which such individual died in order to qualify as such
individual's child, shall be deemed to be Eatisfied, where such individ-
ual dies within the applicable nine-month period, if-

See. 216(0) 148



(1) his death-
(A) is accidental, or
(B) occurs in line of duty while he is a member of a uniformed

service serving on active duty (as Iefined in section 210(1)(2)),
unless the Secretary determines that at the time of the marriage in-
volved the individual could not have reasonably been expected to live
for nine months, or

(2) (A) the widow or widower of such individual had been previ-
ously married to such individual and subsequently divorced and such
requirement would have been satisfied at the time of such divorce if
such previous marriage had been terminated by the death of such
individual at such time instead of by divorce; or

(B) the stepchild of such individual had been the stePchild of such
individual during a previous marriage of such stepchild's parelit to
such individual which ended in divorce and st,:lh requirement would
have been satisfied at the time of such divorcee if sucll previolls mr-
riage had been terminated by the death of such individual :,t such
time instead of by divorce: exuept that pararaph (2) of this sub-
section slall not apply if tle Secretary determilnes that at the time of
the marriage involve 1 the individual could not have reasonably been
expe,'ted to live for tithe montlhs. For purposes of paragraph ( 1) (A) of
this subsection, tire death of an individual is accidental if he receives
bodily injuries solely throllgh violent, external. and accidethtal Invalls
and, as a direct :'esult of tihe lodily injljrie, anld independenlltly of all
other cauises. loss his life miot later thanm three miromitlis after thel day
on which lie receives such bodily injuries.

Benefits in Case of Veterans

Sec. 217. (a) 1) For( l,(r1).I-pos.s of dl-terminiuig entitllement to and
the amount of any nmothly benefit for any month after A.\zrst 1950,
or entitlement to ald the amount of an.y lump-sUm death lIt'nyint in
case of a death after slch month. payable under this title oin t]f. basis
of tile wages andl self-emiployimemrt ilicoe•e of any World I'War I1I vet-
eran, and for lptiro:-es of section "216(;i) (3). such veteran shi 11 be
deenmed to lhve been paid w:tgcs (iin adldition to tie wags. if any,
actually paid to him1) of Sl(;O in each 1no1th during aluy lpart (of which
he served in tile active military or n.'aval service of tihe United States
during World War 11. This subsection slhill ot Ie alplic'able in the
case of any monthly benefit or lump-sum death paynent if-

(A) a larger si,.,h benetit or payment.- as tie ca:-e may be, would
be payable NN without its application: or

(B) a benefit (other than a benefit payable in a luij1) sum
unless it is a coimmutatinm of, or a siltitiute for. periodic pay-
nients) which is based, ill whole or il part. ujoll the active mili-
tarv or naval service of su'ch v'terain during World War I1 is
deternmined by any agency or wlmlyv o•ned itistrunientality of the
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United States (other than the Veterans' Administration) to be
payable by it under any other law of the United States or under
a system established by such agency or instrumentality. The pro-
visions of clause (B) shall not apply in the case of any monthly
benefit or lump-sum death payment under this title if its applica-
tion wouldI reduce by $0.50 or less the priniary insurance amount
(as computed under section 215 prior to any recompatation thereof
pursuant to subsection (f) of such section) of the individual on
wlose wages and self-employment. income such benefit. or payment
is based. The provisions of clause (B) shall also not apply for
purposes of section 216(i) (3).

(2) Upon application for benefits or a lump-sum death payment on
the basis of the wages and self-employment income of any World War
II veteran, the Secretary of Health, Education, and Welfare shall
make a decision without regard to clause (B) of paragraph (1) of this
subsection unless he has been notified by some other agency or iustru-
mentality of the United States that, on the basis of the military or
naval service of such veteran during World War II, a benefit described
in clause (B) of paragraph (1) has been determined by such agency
or instrumentality to be payable by it. If he has not been so notified,
the Secretary of Iiealth, Education, and Welfare shall then ascertain
whether some other agency or wholly owned instrumentality of the
United States has decided that a benefit described in clause (B) of
paragraph (1) is payable by it. If any such agency or instrumentality
has decided, or thereafter decides, that such a benefit is l)ayable by it,
it shall so notify thie Secretary of IHealth, Education, and Welfare, and
the Secretary shall certify no further benefits for p-ayInent or shall
recompl)ute the amount of any further benefits j)ayable, as may be
required by p)aragraph (1) of this subsection.

(3) Any agency or wholly owned instrumentality of the United
States which is authorized by any law of the United States to pay
benefits, or has a system of benefits which are based, in whole or in
part, on military or naval service during World War II shall, at the
request of the Secretary of Health, Education, and Welfare, certify
to hiim, with respect to any veteran, such information as the Secretary
deems necessary to carry out his functions under paragraph (2) of
this subsection.

(b) (1) Any World War II veteran who died during the period of
three years immediately following his separation from the active mili-
tarv or naval service of the United States shall be deemed to have
(lied a fully insured individual whose primary insurance amount is
the amount determined under section 215(c) as in effect in December
1978. Notwithstanding section 215(d) as in effect in December 1978, the
primary insurance benefit (for purposes of section 215(c) as in effect
in December 1978) of such veteran shall be determined as provided in
this title as in effect prior to the enactment of this section, except that
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the I per centum addition provided for in section 209(e) (2) of this Act
as iit effect prior to ti. enactment of this section ,hall be applicable
only with respect to calendar years prior to 1951. This subsection shall
not be applicable in the case of any monthly benefit or lump-sium death
payment if-

(A) a larger such benefit or payment, as the case may be, would
be payable without its application;

(B) any pension or compensation is determined by the Vet-
erans' Administration to be payable by it on the basis of the death
of such veteran;

(C) the death of the veteran occurred while he was in the active
military or naval service of the United States; or

(D) such veteran has been discharged or released from the
active military or naval service of the United States subsequent
to July 26, 1951.1

(2) Upon an application for benefits or a lump-sum death payme.lt
on the basis of the wages and self-employment income of any World
War II veteran, the Secretary of Health, Education, ond Welfare
shall make a decision without regard to paragraph (1) (B) of this sub-
section unless he has been notified by the Veterans' Administration
that pension or compensation is determined to be payable by the Vet-
erans' Administration by reason of the death of such veteran. The

* Secretary of Health, Education, and Welfare shall thereupon report
such decision to the Veterans' Administration. If the Veterans' Ad-
ministration in any such case has made an adjudication or thereafter
makes an adjudication that any pension or compensation is payable
under any law administered by it, it shall notify the Secretary of
Health, Education, and Welfare, and the Secretary shall certify Ito
further benefits for payment, or shall recompute the amount of any
further benefits payable, as may be required by paragraph (1) of this
subsection. Any payment theretofore certified by the Secretary of
Health, Education, and Welfare on the basis of paragraph (1) of this
subsection to any individual, not exceeding the amount of any accrued
pension or compensation payable to him by the Veterans' Administra-
tion, shall (notwithstanding the provisions of section 3101 of title 38,
United States Code) be deemed to have been paid to him by such
Administration on account of such accrued pension or compensation.
No such payment certified by the Secretary of Health, Education, and
Welfare, and no payment certified by him for any month prior to the
first month for which any pension or compensation is paid by the
Veterans' Administration shall be deemed by reason of this subsection
to have been an erroneous payment.

(c) In the case of any World War II veteran to whom subsection
(a) is applicable, proof of support required under section 202(h) alay

I Paragraph (1) was amended by see. 205(c) of Public Law 95-216.
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be filed by a parent at any time prior to July 1951 or prior to the
expiration of two years after the date of the death of such veteran,
whichever is the later.

(d) For the purposes of this section-
(1) The term "World War II" means the period beginning with

September 16, 1940, and ending at the close of July 24, 1D47.
(2) The term "World War I veteran" means any individual

who served in the active military or naval service of the United
States at any time during World War II and who, if discharged
or released therefrom, was so discharged or released under condi-
tions other than dishonorable after active service of ninety days or
more or 1y reason of a disability or injury incurred or aggravated
in service in line of duty; but such terni shall not include any indi-
vidual who died while in the active military or naval service of
the United States if his death was inflicted (other than by an
enemy of the United States) as lawful punishment for a military
or naval offense.

(e) (1) For purposes of determining entitlement to and the amount
of any monthly benefit or lump-sum death payment payable under this
title on the basis of the wages and self-employment income of any vet-
eran (as defined in paragaplh (4)), and for purposes of section 216(i)
(3), such veteran shall be deemed to have been paid wages (in addition
to the wages, if any, actually paid to him) of $160 in eacli month during
any part of which lie served in the active military or naval service of
the United States on or after July 25, 1947, and prior to January 1,
1957. 'T'his subsection slhall not be apl)plicable in the case of any monthly
benefit or luinup-sum death payment if-

(A) a larger such benefit or payment, as the case jmiay be, would
be payable without its application; or

(B) a benefit (other than a benefit payable in a lump sum unless
it is a commutation of, or a substitute for, periodic payments)
uhich is based, in whole or in part, upon the active military or
naval service of such veteran on or after July 25. 1947, and prior
to January 1, 1957, is determined by an agency or wholly owned
instrumentality of the United States (other than the Veterans'
Administration) to be payable by it under any other law of the
United States or under a system established by such agency or
instrumentality.

The provisions of clause (B) shall not apply in the case of any monthly
benefit or lump-sum death payment under this title if its application
would reduce by $0.50 or less the primary insurance amount (as com-
puted under section 215 prior to any recomputation thereof pursuant
to subsection (f) of such section) of the individual on whose wages
and self-employment income such benefit or payment is based. The
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* provisions of clause (B) shall also not apply for purposes of section
216(i) (3). In the case of monthly benefits under this title for months
after December 19.56 (and any lumpn-suni death payment under this
title with respect to a death occurring after December 1956) based on
the wages and self-employment income of a veteran who performed
service (as a meml,er of a uniformed service) to which the provisions
of section 210(1) (1) are applicable, wages which would, but for the
provisions of clause (B), be deeined under this subsection to have been
paid to such veteran with respect to his active inilitary or naval service
performed after IDecemnber 1950 shall be deeined to have been paid to
him with respect to such service notwithstanding the provisions of
such clause, but only if the benefits referred to in such clause which are
based (in whole or in l)alt) on such service are payable solely by the
Army, Navy, Air Force, Marine Corps, Coast Guard, Coast and Geo-
detic Survey or Public Health Service.

(2) Upon alp)lication for benefits or a lump-sum death payment on
the basis of the wages and self-employment income of any veteran, the
Secretary of Health. Education. and Welfare shall make a decision
without regard to clause (B) of p)aragraphl (1) of this subsection un-
less be has been notified by some other agency or instrumentality of the
Uniited States that, on the basis of the military or naval service of

* such veteran on or after ,Julv 25. 1947. and prior to .January 1. 1957,
a benefit d(escril)ed in clause (B) of paragraph (1) has been deter-
mined l,N such :at.e('v oi- instrminmentality to be laable ) it. If he has
not been so notified, the Secretary of H[Iealth, Edlication, and Welfare
shall then as•certain whether some other agency or wholly owned in-
strumentality of the United States has decided that a benefit described
"in clause (B) of paragraph (1) is payalyle by it. If any such agency or
instrumentality has decided, or thereafter decides, that such a benefit
is payable by it. it shall so notify the Secretary of Health. Education,
and Welfare, and the Secretary shall certify no further benefits for

Sp)ayment or shall recoml)ute the amount of any further benefits pay-
able as may be required by paragraph (1) of this subsection.

(3) Any agency or wholly owned instrumentality of the United
States which is authorized by any law of the United States to pay
benefits, or has a system of benefits which are based, in whole or in
part, 'in military or naval service on or after July 25, 1947, and prior
to January 1, 1957, shall, at the request of the Secretary of Health,
Education, and Welfare, certify to him, with respect to any veteran,
such information as the Secretary deems necessary to carry out his
functions under paragraph (2) of this subsection.

j 0 (4) For the purposes of this subsection, the term "veteran" mL,.Ans2 . any individual who served in the active military or naval service of
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the United States at any time on or after July 25, 1947, and prior to
January 1, 1957, and who, if discharged or released therefrom, was
so discharged or released under conditions other than dishonorable
after active service of ninety days or more or by reason of a disability
or injury incurred or aggravated in service in line of dut, ; but such
term shall not include any individual who died while in the active
military or naval service of the United States if his death was inflicted
(other than by an enemy of the United States) as lawful punishment
for a military or naval offense.

(f) (1) In any case where a World War II veteran (as defined in
subsection (d) (2)) or a veteran (as defined in subsection (e) (4)) has
died or shall hereafter die, and his widow or child is entitled under
subchapter III of chapter 83 of title 5, United States Code, to an
annuity in the computation of which his active military or naval
service was included, clause (B) of subsection (a) (1) or clause (B)
of subsection (e) (1) shall not operate (solely by reason of such an-
nuity) to make such subsection inapplicable in the case of any monthly
benefit under section 202 which is based on his wages and self-employ-
ment income; except that no such widow or child shall be entitled
under section 202 to any monthly benefit in the computation of which
such service is included by reason of this subsection (A) unless such
widow or child after December 1956 waives his or her right to re-
ceivo such annuity, or (B) for any month prior to the first month
with respect to which the Civil Service Commission certifies to the
Secretary of Health, Education, and Welfare that (by reason of such
waiver) no further annuity will be paid to such widow or child under
such subcLapter III on the basis of such veteran's military or civilian
service. Any such waiver shall be irrevocable.

(2) 'Whenever a widow waives her right to receive such annuity
such waiver shall constitute a waiver on her own behalf; a waiver by
a legal guardian or guardians, or, in the absence of a legal guardian,
the person (or persons) who has the child in his care, of the child's
right to receive such annuity shall constitute a waiver on behalf of
such child. Such a waiver with respect to an annuity based on a vet-
eran's service shall be valid only if the widow and all children, or,
if there is no widow, all the children, waive their rights to receive
:tnnuities under subchapter III of chapter 83 of title 5, United States
Code, based on such veteran's military or civilian service.

(g) (1) In September of 1965, 1970, and 1975, and in October 1980
and in c very fifth October thereafter up to and including October 2010,
the Secretary shall determine the amount which, if paid in equal in-
stallnents at the beginning of each fiscal year in the period beginning-

(A) with July 1, 1965, in the case of the first such determina-
tion, and

154



Sec. 217(h)

(B) with the beginning of the first fiscal year commencing after
the determination in the case of all other such determinations,

and ending with the close of September 30, 2015, would accuznulate,
with interest compounded annually, to an amount equal to the amount
needed to place each of the Trust Funds and the Federal I hospital
Insurance Trust Fund in the same position at the close of September 30,
2015, as he estimates they would otherwise be in at the close of that
date if section 210 of this Act as in effect prior to the Social Secut ity
Act Amendments of 1950, and this section, had not been enacted. The
rate of interest to be used in determining such amount shall be the
rate determined under section 201(d) for public-debt ollibaitions
which were or could have been issued for purchase by the Trust 1Fumids
in the June preceding the September in which the deterininations in

1970, and 1975 are made and in the September preceding the
)er in which all other determinations are inmade. 1

., There are authorized to be appropriated to the Trust Funds
and the Federal Hospital Insurance Trust Fund-

(A) for the fiscal year ending June 30, 1966, an amount equal
to the amount determined under paragraph (1) in SepLember
1965, and

(B) for each fiscal year in the period beginning with July 1,
1966, and ending with the close of September 30, 2015, an amount
equal to the annual installment for such fiscal year under the most
recent determination under paragraph (1) which precedes such
fiscal year.2

(3) For the fiscal year ending September 30. 2016, there is authorized
to be appropriated to the Trust Funds and the Federal Hospital In-
surance Trust Fund such sums as the Secretary determines would
place the Trust Funds and the Federal Hospital Insurance Trust Fund
in the same position in which they would have been at the close of
September 30, 2015, if section 210 of this Act as in effect prior to the
Social SPA-urity Act Amendments of 1950, and this section, had not
been enacted.'

(4) There are authorized to be appropriated to the Trust Funds
and the Federal Hospital Insurance Trust Fund annually, as benefits
under this title and part A of title XVIII are paid after September 30,
2015. such sums as the Secretary determines to be necessary to meet the
additional costs resulting from subsections (a), (b), and (e), of such
benefits (including lump-sum death payments).'

Gratuitous Wage Credits for American Citizens Who Served in the Armed
Forces of Allied Countries

(h) (1) For the purposes of this section, any individual who the
Secretary finds--

I Paragraph (11 wai ainended by section I#I of P.L. 94-273.
'Paragraphs (2) (B). (3), and (4) were amended by section 2(23) of P.L. 94-273.
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(A) served during World War II (as defined in subsection
(d) (1)) in the active military or naval service of a country which
was on September 16, 1940, at war with a country with which the
United States was at war during World War II;

(B) entered into such active service on or before December 8,
1941;

(C) was a citizen of the United States throughout such period
of service or lost his United States citizenship solely because of
his entrance into such service;

(D) had resided in the United States for a period or periods
aggregating four years during the five-year period ending on the
day of, and was domiciled in the United States on the day of, such
entrance into such active service; and

(E) (i) was discharged or released from such service under con-
ditions other than dishonorable after active service of ninety days
or more or by reason of a disability or injury incurred or aggra-
vated in service in line of duty, or

(ii) died while in such service,
shall be considered a World War II veteran (as defined in subsection
(d) (2)) and such service shall be considered to have been performed
in the active military or naval service of the United States.

(2) In the case of any individual to whom paragraph (1) applies,
proof of support required under section 202 (f) or (h) may be filed
at any time prior to the expiration of two years after the date of such
individual's death or the date of the enactment of this subsection,
whichever is the later.

Voluntary Agreements for Coverage of State and Local
Employees

Purpose of Agreement

Sec. 21S. (a) (1) ri', Secretarv of IIalth. Education. and Welfare
shall, at the request of any State, enter into an agreement with such
State for the purpose of extending the insurance system established
by this title to services performed by individuals as employees of such
State or any political subdivision thereof. Each such agreement shall
contain such provisions, not inconsistent with the provisions of this
section, as the State may request.

(2) Notwithstanding section 210(a). for the purposes of this title
the term "employment" includes any service included under an agree-
ment entered into under this section.

Definitions

(b) For the purposes of this section-
(1) The term "State" does not include the District of Columbia,

Guam or American Samoa.
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(2) The term "political subdivision" includes an instrumen-
tality of (A) a State, (B) one or more political subdivisions of a
State, or (C) a State and one or more of its political subdivisions.

(3) The term "employee" includes an officer of a State or politi-
cal subdivision.

(4) The term retirementt system" means a pension, annuity,
retirement, or similar fund or system established by a State or by
a political subdivision thereof.

(5) The term "coverage group" means (A) employees of the State
other than-those engaged in performing service in connection with a
proprietary, function; (B) employees of a political subdivision of a
State other than those engaged in performing service in connection
with a proprietary function; (C) employees of a State engaged in per-
forming service in connection with a single proprietary function; or
tD) employees of a political subdivision of a State engaged in per-
forming service in connection with a single proprietary function. If
under the preceding sentence an employee would be included in more
than one coverage group by reason of the fact that lie performs service
in connection with two or more proprietary functions or in connection
with both a proprietary function and a nonproprietary function, lie
shall be included in only one such coverage group. The determination
of the coverage group in which such employee shall be included shall
be made in such manner as may be specified in the agreement. Persons
employed under section 709 of title 32, United States Code, who elected
under section 6 of the National Guard Technicians Act of 1968 to
remain covered by an employee retirement system of, or plan sponsored
by, a State or the Commonwealth of Puerto Rico, shall, for the pur-
poses of this Act, be employees of the State or the Commonweath of
Puerto Rico and (notwithstanding the preceding provisions of this
paragraph), shall be deemed to be a separate coverage group. For pur-
poses of this section, individuals employed pursuant to an agreement,
entered into pursuant to section 205 of the Agricultural Marketing
Act of 1946 (7 U.S.C. 1624) or section 14 of the Perishable Agri-
cultural Commodities Act, 1930 (7 U.S.C. 499n), between a State and
the United States I)epartntent of Agriculture to perform services as
inspectors of agricultural products may be deemed, at the option of
the State, to be employees of the State and (notwithstanding the pre-
ceding provisions of this paragraph) shall be deemed to be a separate
coverage group.

Services Covered

(c) (1) An agreement under this section shall be applicable to any
one or more coverage groups designated by the State.

(2) In the case of each coverage group to which the agreement ap-
plies, the agreement must include all services (other than services
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excluded by or pursuant to subsection (d) or paragraph (3), (5), or
(6) of this subsection) performed by individuals as members of such
group.

(3) Such agreement shall, if the State requests it, exclude (in the
case of any coverage group) any one or more of the following:

(A) All services in any class or classes of (i) elective positions,
(ii) part-time positions, or (iii) positions the compensation for
which is on a fee basis;

(B) All services performed by individuals as members of a
coverage group in positions covered by a retirement system on
the date such agreement is made applicable to such coverage group,
but only in the case of individuals who, on such date (or, if
later, the date on which they first occupy such positions), are
not eligible to become members of such system and whose services
in such positions have not already been included under such
agreement pursuant to subsection (d) (3).

(4) The Secretary of Health, Education, and Welfare shall, at the
request of any State, modify the agreement with such State so as to
(A) include any coverage group to which the agreement did not pre-
viously apply, or (B) include, in the case of any coverage group to
which the agreement applies, services previously excluded from the
agreement; but the agreement as so modified may not be inconsistent
with the provisions of this section applicable in the case of an original
agreement with a State. A modification of an agreement pursuant to
clause (B) of the preceding sentence may apply to individuals to
whom paragraph (3) (B) is applicable (whether or not the previous
exclusion of the service of such individuals was pursuant to such para-
graplh), but only if such individuals are, on the effective date specified
in such modification, ineligible to be members of any retirement sys-
tem or if the modification with respect to such individuals is pursuant
to subsection (d) (3).

(5) Such agreement shall, if the State requests it, exclude (in the
case of any coverage group) any agricultural labor, or service per-
formed by a student, designated by the State. This paragraph shall
apply only with respect to service whieh is excluded from employment
by any provision of section 210(a) other than paragraph (7) of such
section and service the remuneration for which is excluded from wages
by paragraph (2) of section 209(h).

(6) Such agreement shall exclude-
(A) service performed by an individual who is employed to

relieve him from unemployment,
(B) service performed in a hospital, home, or other institution

by a patient or inmate thereof,
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(C) covered transportation service (as determined under sec-
tion 210(k), and

(D) service (other than agricultural labor or service performed
by a student) which is excluded from employment by any pro-
vision of section 210(a) other than paragraph (7) of such section,
and

(E) service performed by an individual as an employee serving
on a temporary basis in case of fire, storm, snow, earthquake,
flood, or other similar emergency.

(7) No agreement. may be made applicable (eitLecr in the original
agreement or by any modification thereof) to service performed by
any individual to whom paragraph (3) (B) is applicable unless such
agreement provides (in the case of each coverage group involved)
-:itl~er that thie srvice of any individual to whomn such paragraph is
applicable and who is a mneinber of such coverage group shall con-
tinue to be covered by sutchl agreement in case lie thereafter becomes
eligible to be a member of a retirement system, or that such service
shall cease to be so covered wlen lie becomes eligible to be a member
of such a system (but only if the agreement is not already applicable
to such system ptursuant to subsection (d) (3)), whichever may be
desired by the State.

(8) Notwithstanding any oilier provision of this section, the agree-
W ment with any State elired into under tils section may at the
option of the State be Jlifn(led on or after January 1, 1968, to exclude
serviw'e i)erforxl.(i by elect ion officials or election workers if the remu-
neration paid in a calendar year for such service is less than $100.
Any modification of an agreement pursuant to this paragraph shall
be effective witli respect to services performed "after an effective date,
specified in suchl meiilication. wlhiclh slall not lbe earlier than the
last day of the calendar quarter in which the modification is mailed or
delivered by other means to the Secretary.'

Positions Covered by Retirement Systems

(d) (1) No agreemllent with any State may be made applicable
4(either in the original agreement or by any mnodification thereof) to

any service performed by employees as nmenmbers of any coverage
group in positions covered by a retirement system either (A) on the
date such agreement is nmiade applicable to such coverage group, or
(B) on the date of enactment of the siicceeding paragraph of this sub-
section (except in the case of positions which are, by reason of action
Iby such State or political subdivision thereof, as may be appropriate,
taken prior to the (late of enactment of such succeeding paragraph,
no longer covered by a retirement system on the date referred to in

P paragraph (8) was amended by see. 353(b) (1) of Public Law 95-216.

- 4, C - -, - 4
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clause (A), and except in the case of positions excluded by para-
graph (5) (A). The preceding sentence shall not be applicable to any
service performed by an employee as a member of any coverage
group in a position (other than a position excluded by paragraph
(5) (A)) covered by a retirement system on the date an agreement is
made applicable to such coverage group, if on such date (or, if later,
the date on which such individual first occupies such position), such
individual is ineligible to be a member of such system.

(2) It is hereby declared to be the policy of the Congress in enact-
ing the succeeding paragraphs of this subsection that the protection
afforded employees in positions covered by a retirement system on
the date an agreement under this section is made applicable to serv-
ice performed in such positions, or receiving periodic benefits under
such retirement system at such time, will not be impaired as a result
of making the agreement so applicable or as a result of legislative
enactment in anticipation thereof.

(3) Nothwithstanding paragraph (1), an agreement with a State
may be made applicable (either in the original agreement or by any
modification thereof) to service performed by employees in positions
covered by a retirement system (including positions specified in para-
graph (4) but not including positions excluded by or pursuant to
paragraph (5)), if the governor of the State. or an official of the State
designated by him for the purpose, certifies to the Secretary of Ilealti,
Education, and Welfare that the following conditions halve been met:

(A) A referendum by secret written ballot was held on the
question of whether service in positions covered by such retire-
ment system should be excluded from or included under an
agreement under this section;

(B) An opportunity to vote in such referendum was given (and
was limited) to eligible employees;

(C) Not less than ninety days' notice of such referendum was
given to all such employees;

(D) Such referendum was conducted under the supervision of
the governor or an agency or individual designated by him;

(E) A majority of the eligible employees voted in favor of
including service in such positions under an agrevivent under this

z section.
An employee shall be deemed an "eligible emnIpleyee" for I)IrposI s of
any referendum with respect to any retirement system if, at the time
stmch referenduin was held, he was in a: position covered by such retire-
nient system and was a nicilber of such system, and if lie was in such
a position at the time notice of such referendum was given as required
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* by clause (C) of the preceding sentence; except that he shall not be
deemed an "eligible employee" if, at the time the referendum was held,
he was in a position to which the State agreement already applied,
or if he was in a position excluded by or pursuant to paragraph (5).
No referendum with respect to a retirement system shall be valid for
purposes of this paragraph urless held within the two-year period
which ends on the date of execution of the agreement or modification
which extends the insurance system established by this title to such
retirement system, nor shall any referendum with respect to a retire-
ment system be valid for purposes of this paragraph if held less thau
one year after the last previous referendum held with respect to such
retirement system.

(4) For the purposes of subsection (c) of this section, the following
employees shall be deemed to be a separate coverage group-

(A) all employees in positions which were covered by the same
retirement system on the date the agreement was made applicable
to such system (other than employees to whose services the agree-
ment already applied on such (late)

(B) all employees in positions which became covered by such
system at any time after such date; and

(C) all employees in positions which were covered by such
system at any-time before such d(lte and to whose services the
insurance system established by this title hIas not been extended
before such (late because the positions were covered by such retire-
ment system (including employees to whose services the -(gree-
ment was not applicable on such (late because such services were
excluded pursuant to subsection (c) (3) (B)).

(5) (A) Nothing in paii .Lgraph (3) of this sutbsection slall .iuthor-
ize the extension of the insurance system established by this title to
service in any policeman's or firemnans position?

(B) At the request of the State, any class or classes of positions
covered by a rcteirement system which may be excluded from the agree-
ment pursuant to paragraph (3) or (5) of subsection (c). and to
which the agreement does not already apply. nmy be excluded from
the agreement at the time it is made applicable to suh retirement sys-
tern; except that, notwithstanding the provisions of iparagraph (3)
(B) of such subsection, such exclusion may not include any services
to which such paragraph (3) (B) is applicable. In the case of any such
exclusion, each such class so excluded shall, for purposes of this sub-
section, constitute a separate retirement system in case of any moldifi-
cation of the agreement there after agreed to.

(6) (A) If a retirement system covers positions of employees of
* the State and positions of employees of one or more political subdivi-

I However. se c see. 21.(k) (3) anl see. 21S(p) of this title. Also see see. 3114(a) of
Public Law 95-216 which alopearM on pp. 808 8091 of this document.
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sions of the State, or covers positions of employees of two or more
political subdivisions of the State, then, for purposes of the preceding
paragraphs of this subsection, there shall, if the State so desires, be
deemed to be a separate retirement system with respect to any one
or more of the political subdivisions concerned and, where the retire-
mient system covers p ositions of employees of the State, a separate
retirement system with respect to the State or with respect to the State
and any one or more of the political subdivisions concerned. Where
a retirement system covering positions of employees of a State and
positions of employees of one or more political subdivisions of a State,
or covering positions of employees of two or more political subdivi-
sions of the State, is not divided into separate retirement systems pur-
suant to the preceding sentence or pursuant to subparagraph (C),
then the State may, for purposes of subsection (f) only, deem the
system to be a separate retirement system with respect to any one or
more of the political subdivisions concerned and, where the retirement
system covers positions of employees of the State, a separate retire-
"mnent system with respect to the State or with respect to the State and
any one or more of the political subdivisions concerned.

(B) If a retirement system covers positions of employees of one or
more institutions of higher learning, then, for purposes of such pre-
ceding paragraphs there shall, if the State so desires, be deemed to be
a separate retirement system for the employees of each such institution
of higher learning. For the purposes of this sublparagraph, the term
"institutions of higher learning" includes junior colleges and teachers
colleges. If a retirement system covers positions of employees of a
hospital which is an integral part of a political subdlivision, then, for
purposes of the preceding par'igraphs there shall, if the State so
desires, be deemed to be a separate retirement system for the employees
of such hospital.

(C) For the purposes of this subsection, any retirement system estab-
lished by the State of Alaska, California, Connecticut, Florida, Geor-
gia, Illinois. Massachusetts, Minnesota, Nevada, New Je;'sey, New Mex-
ico, New York, North Dakota, Pennsylvania, Rhode Island, Tennessee,
Texas, Vermont, Washington, Wisconsin, or Hawaii, or any political
subdivision of any such State, which, on, before, or after the date of
enactment of this subparagraph, is divided into two divisions or parts,
one of which is composed of positions of members of such system who
desire coverage under an agreement under this section and the other
of which is composed of positions of members of such system who do
not desire such coverage, shall, if the State so desires and if it is pro-
vided that there shall be included in such division or part composed
of members desiring such coverage the positions of individuals who
become members of such system after such coverage is extended, be
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* deemed to be a separate retirement system with respect to each such
division or part. If, in the case of a separate retirement system which
is deemed to exist by reason of subparagraph (A) and which has been
divided into two divisions or parts pursuant to the first sentence of
this subparagraph, individuals become members of such system by rea-
son of action taken by a political subdivision after coverage under an
agreement under this section has been extended to the division or part
thereof composed of positions of individuals who desire such cover-
age, the positions of such individuals who become members of such
retirement system by reason of the action so taken shall be included
in the division or part of such system composed of positions of inem-
bers who do not desire such coverage if (i) such individuals, on the
day before becoming such members, were in the division or part of an-
other separate retirement system (deemed to exist by reason of sub-
paragraph (A)) composed of positions of members of such system who
do not desire coverage under an agreement under this section, and (ii)
all of the positions in the separate retirement system of which such in-
dividuals so become members and all of the positions in the separate
retirement system referred to in clause (i) would have been covered
by a single retirement system if the State had not taken action to pro-
vide for separate retirement systems under this paragraph."

* (D) (i) the position of any individual which is covered býy any re-
tirement system to which subparagraph (C) is applicable shall, if such
individual is ineligible to become a member of such system on Au-
gust 1, 1956, or, if later, the day lie first occupies such position, be
deemed to be covered by thDe separate retirement system consisting of
the positions of members of the division or part who do not desire
coverage under the insurance system established under this title.

(ii) Notwithstanding clause (i), the State may, pursuant to sub-
section (c) (4) (B) and subject to the conditions of continuation or
termination of coverage provided for in subsection (c) (7), modify its
agreement under this section to include services performed by all
individuals described in clause (i) other than those individuals to
whose services the agreement already applies. Such individuals shall
be deemed (on and after the effective date of the modification) to bo
in positions covered by the separate retirement system consisting of
the positions of members of the division or pait who desire coverage
under the insurance system established under this title.

(E) An individual who is in a position covered by a retirement
system to which subparagraph (C) is applicable and who is not a
member of such system but is eligible to become a member thereof
shall, for purposes of this subsection (other than paragraph (8)), be

* regarded as a member of such system; except that, in the case of
any retirement system a division or part of which is covered under

I Subparagraph (C) was amended by see. :120 of Public Law 95-216.
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the agreement (either in the original agreement or by a modification
thereof), which coverage is agreed to prior to 1960, the preceding
provisions of this subparagraph shall apply only if the State so re-
quests and any such individual referred to in such preceding provi-
sions shall, if the State so requests. be treated, after division of the
retirement system purstuant to such subparagraph (C), the same as
individuals in positions referred to in subparagraph (F).

(F) In the case of any retirement system divided i)ursuant to sub-
parag:ajph (C), the position of any member of tCe division or part
comjrArsed of positions of members who do not desire coverage may be
transferred to the separate retirement system couinposed of positions
of members who desire such coverage if it is so provided in a modi-
fication of such aglreefniiwnt which is mailed, or delivered by other
means, to the SeLcret:,ry prior to 1970 or, if later, the expiration of
two years after the date on which suich agreement, or the modification
thereof making the agreement applicable to such separate retirement
system, the case may be, is agreed to, but only if, prior to such
modification or such later modification, as the case may be, the in-
dividual occupying such position filess with the State a written request
for such transfer. Notwithstanding subsection (f) (1), any such modi-
fication or later modification, providing for the transfer of additional
positions within a retirement system previously divided pursuant to
subparagraph (C) to the separate retirement system composed of
positions of members who desire coverage, shall Lbe effective with
respect to services performed after the same effective date as that
which was specified in the case of such previous division.

(G) For the purposes of this subsection, in the case of any retire-
ment system of the State of Florida, Georgia, Minnesota, North
Dakota, Pennsylvania, Washington, or Hawaii which covers positions
of employees of such State who are compensated in whole or in part
from grants made to such State under title II, there shall be deemed
to be, if such State so desires, a separate retirement system with respect
to any of the following:

(i) the positions of such employees;
(ii) the positions of all employees of such State covered by such

retirement system who are employed in the department of such
State in which the employees referred to in clause (i) are em-
ployed; or

(iii) employees of such State covered by such retirement sys-
tem who are employed in such department of such State in posi-
tions other than those referred to in clause (i).

(7) The certification by the governor (or an official of the State
designated by him for the purpose) required under paragraph (3)
shall be deemed to have been made, in the case of a division or part
(created under subparagraph (C) of paragraph (6) or the corre-

16.4
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* • sponding provision of prior law) consisting of the positions of mem-
bers of a retirement system who desire coverage under the agreement
under this section, if the governor (or the official so designated) certi-
fies to the Secretary of Health, Education, and Welfare that-

(A) an opportunity to vote by written ballot on the question of
whether they wish to be covered wider an agreement under this
section was given to all individuals who were members of such
system at the time the vote was held;

(B) not less than ninety days' notice of such vote was given to
all individuals who were members of such system on the date the
notice was issued;

(C) the vote was conducted under the supervision of the gover-
nor or an agency or individual designated by him; and

(D) such system was divided into two parts or divisions in
accordance with the provisions of subparagraphs (C) and (D)
of paragraph (6) or the corresponding provision of prior law.

For purposes of this paragraph, an individual in a position to which6
the State agreement already applied or in a position excluded by or
pursuant to paragraph (5) shall not be considered a member of the
retirement system.

(8) (A) Notwithstanding paragraph (1), if under the provisions of
this subsection an agreement is, after December 31, 1958, made appli-
cable to service performed in positions covered by a retirement system,
service performed by an individual in a position covered by such a
system may not be excluded from the agreement because such position
is also covered under another retirement system.

(B) Subparagraph (A) shall not apply to service performed by an
individual in a position covered under a retirement system if such
individual, on the day the agreement is made applicable to service

performed in positions covered by such retirement system, is not a
member of such system and is a member of another system.

(C) If an agreement is made applicable, prior to 1959, to service in
positions covered by any retirement system, the preceding provisions
of this paragraph shall be applicable in the case of such system if the
agreement is modified to so provide.

(D) Except in the case of agreements with the States named in sub-
section (p) and agreements with interstate instrumentalities, nothing
in this paragraph shall authorize the application of an agreement to
service in any policeman's or fireman's position.

Payments and Reports by States
(e) (1) Each agreement under this section shall provide-

(A) that the State will pay to the Secretary of the Treasury,
* within the thirty-day period immediately following the last day

of each calendar month, amounts equivalent to the sum of the
taxes which would be imposed by sections 3101 and 3111 of the
Internal Revenue Code of 1954 if the services for which wages

1I5 See. 218(e)
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were Paid in such month to employees covered by the agreement
constituted employment as defined in section 3121 of such ('ode;
and I

(B) that the State will comply with such regulations relating
to payments and reports as the Secretary of liealth, Education,
and Welfare may prescribe to carry out the purposes of this
section.'

(2) Where-
(A) an individual in any calendar year performs services to

which an agreement under this section is applicable (i) as the
employee of two or more political subdivisions of a State or
(ii) as the employee of a State and one or more political sub-
divisions of such State; and

(B) such State provides all of the funds for the payment of
those amounts referred to in paragraph (1) (A) which are equiv-
alent to the taxes imposed by section 3111 of the Internal Revenue
Code of 1954 with respect to wages paid to such individual for
such services; and

(C) the political subdivision or subdivisions involved do not
reimburse such State for the payment of such amounts or, in the
case of services described in subparagraph (A) (ii), for the pay-
ment of so much of such amounts as is attributable to employ-
ment by such subdivision or subdivisions;

then, notwithstanding paragraph (1), the agreement under this sec-
tion with such State may provide (either in the original agreement
or by a modification thereof) that the amounts referred to in para-
graph (1) (A) may be computed as though the wages paid to such
individual for the services referred to in clause (A) of this paragraph
were paid by one political subdivision for services performed in its
employ; but the provisions of this paragraph shall be applicable only
where such State complies with such regulations as the Secretary
may prescribe to carry out the purposes of this paragraph. The pre-
ceding sentence shall be applicable with respect to wages paid after
an effective date specified in such agreement or modification, but in
no event with respect to wages paid before (i) January 1, 1957, in
the case of an agreement or modification which is mailed or delivered
by other means to the Secretary before January 1. 1962, or (ii) the
first day of the year in which the agreement or modification is mailed
or delivered by other means to the Secretary, in the case of an agree-
ment or modification which is so mailed or delivered on or after
January 1, 1962.

Effective Date of Agreement
(f) (1) Except as provided in subsection (e) (2), any agreement or

modification of an agreement under this section shall be effective with

I Subpar. (A) was amended by see. 50W of P.L 9W-265.
SSee sw- T of P.L 94-202 (p. 772 of tis document).
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* respect to services performed after an effective date specified in such
agreement or modification; except that such date may not be earlier
than the last day of the sixth calendar year preceding the year in
which such agreement or modification, as the case may be, is agreed
to by the Secretary and the State.

(2) In the case of service performed by members of any coverage
group--

(A) to which an agreement under this section is made applica-
ble, and

(B) with respect to which the agreement, or modification there-
of making the agreement so applicable, specifies an effective date
earlier than the date of execution of such agreement and such
modification, respectively,

the agreement shall, if so requested by the State, be applicable to such
services (to the extent the agreement was not already applicable)
performed before such date of execution and after such effective date
by any individual as a member of such coverage group if he is such a
member on a date, specified by the State, which is earlier than such
date of execution, except that in no case may the (late so specified be
earlier than the date such agieement or such modification, as the case
may be, is mailed, or delivered by other means, to the Secretary.

* (3) Notwithstanding the provisions of paragraph (2) of this sub-
section, in the case of services performed by individuals as members
of any coverage group to which an agreement under this section is
made applicable, and with respect to which there were timely paid
in good faith to the Secretary of the Treasury amounts equivalent to
the suin of the taxes which would have been imposed by sections 3101
and 3111 of the Internal Revenue ("ode of 1954 had such services
constituted employment for purposes of chapter 21 of such Code at
the time they were performed, and with respect to which refunds were
not obtained, such individuals may, if so requested by the State, be
deemed to be members of such coverage group on the date designated
pursuant to paragraph (2).1

Termination of Agreement

(g) (1) Upon giving at least two years' advance notice in writing
to the Secretary of Health, Education, and Welfare, a State minay ter-
minate, effective at the end *of ai calendar year specified in the
notice, its agreement with the Secretary either-

(A) in its entirety but only if the agreement has been in effect
from its effective date for not less than five years prior to the
receipt of such notice; or

(B) with respect to any coverage group designated ly the
State, but only if the agreement has been in effect with respect to

'See also see. 318(b) ot Public Law 95-216 which appears in this document on p. 809.
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such coverage group for not less than five years prior to the
rc.eipt of such 11t ice.'

(2) If the Secretary, after reasonable notice and opportunity for
hearing to a State with whom he has entered into an agreement pur-
suant to this section, finds that the State has failed or is no longer
legally able to comply substantially with any provision of such agree-
ment or of this section, he shall notify such State that the agreement
will be terminated in its entirety, or with respect to any one or more
coverage groups designated by him, at such time, not later than two
years from the date of such notice, as he deems appropriate, unless
prior to such time he finds that there no longer is any such failure
or that the cause for such legal inability has been removed.

(3) If any agreement entered into under this section is terminated
in its entirety, the Secretary and the State may not again enter into
an agreement pursuant to this section. If any such agreement is termi-
nated with respect to any coverage group, the Secretary and the State
may not thereafter modify such agreement so as to again make the
agreement applicable with respect to such coverage group.

Deposits in Trust Funds; Adjustmtats
(h) (1) All amounts received by the Secretary of the Treasury under

an agreement made pursuant to this section shall be deposited in the
Trust Funds and the Federal IIospital Insurance Trust Fund in the
ratio in which amounts are appropriated to such Fumds pursuant to
subsection (a) (3) of section 201, subsection (b) (1) of such section,
and subsection (a) (1) of section 1817, respectively.

(2) If more or less than the correct amount due under an agreement
made pursuant to this section is paid with respect to any payment of
remuneration, proper adjustments with respect to the amounts due
under such agreement shall be made, without interest, in such manner
and at such times as may be prescribed by regulations of the Secretary
of Health, Education, and Welfare.

(3) If an overpayment cannot be adjusted under paragraph (2),
the amount thereof and the time or times it is to be paid shall be certi-
fied by the Secretary of Health, Education, and Welfare to the Man-
aging Trustee, and the Managi;.g Ti'stee, through the Fiscal Service
of the Treasury Department and prior to any action thereon by the
General Accounting Office, shall make payment in accordance with
such certification. The Managing Trustee shall not be held personally
liable for any payment or payments made in accordance with a certifi-
cation by the Secretary of Health, Education, and Welfare.

Regulations

(i) Regulations of the Secretary of Health, Education, and Welfare
to carry out the purposes of this section shall be designed to make the U

1 Paragraph (lb was amended by see. 353(b) of Public Law 95-216L
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169 Sel. 218(k). requirements imposed on States pursuant to this section the same, so
far as practicable, as those imposed on employers pursuant to this title
and chapter 21 and subtitle F of the Internal Revenue Code of 1954.1

Failure to Make Payments

(j) In case any State does not make, at the time or times due, the
payments provided for under an agreement pursuant to this section
there shall be added, as part of the amounts due, interest at the rate of
6 per centum per annum from the date due until paid, and the Secre-
tary of Health, Education, and Welfare may, in his discretion, deduct
such amounts plus interest from any amounts certified by him to the
Secretary of the Treasury for payment to such State under any other
provision of this Act. Amounts so deducted shall be deemed to have
been paid to the State under such other provision of this Act. Amounts
equal to the amounts deducted under this subsection are hereby appro-
priated to the Trust Funds in the ratio in which amounts are deposited
in such Funds pursuant to subsection (h) (1).

Instrumentalities of Two or More States

(k) (1) The Secretary of Health, Education, and Welfare may, at
the request of any instrumentality of two or more States, enter into
an agreement with such instrumentality for the purpose of extending

* the insurance system established by this title to services performed by
individuals as employees of such instrumentality. Such agreement, to
the extent practicable, shall be governed by the provisions of this sec-
tion applicable in the case of an agreement with a State.

(2) In the case of any instrumentality of two or more States, if-
(A) employees of such instrumentality are in positions covered

by a retirement system of such instrumentality or of any of such
States or any of the political subdivisions thereof, and

(B) such retirement system is (on, before, or after the date of
enactment of this paragraph) divided into two divisions or parts,
one of which is composed of positions of members of such system
who are employees of such instrumentality and who desire cover-
age under an agreement under this section and the other of which
is composed of positions of members of such system who are em-
ployees of such instrumentality and who do not desire such cover-
age, and

(C) it is provided that there shall be included in such division
or part composed of the positions of members desiring such cov-
erage the positions of employees of such instrumentality who be-
come members of such system after such coverage is extended,

then such retirement system shall, if such instrumentality so desires,
be deemed to be a separate retirement system with respect to each such

L Sections I and 8(k) of Public Law 94- 202 place certain limits on the discretion of
the Secretary of Health. Education, and Welfare to Issue regulations under this sub-
section. These provisions appear In this document on pages 772-773.
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division or part. An individual who is in a position covered by a
retirement system divided pursuant to the preceding sentence and
who is not a member of such system but is eligible to become a member
thereof slmll, for purposes of this subsection, be regarded as a member
of such system. Coverage under the agreement of any such individual
shall be provided under the same conditions, to the extent prac-
ticable, as are applicable in the case of the States to which the pro-
visions of subsection (d) (6) (C) apply. The position of any employee
of any such instrumentality which is covered by any retirement
system to which the first sentence of this paragraph is applicable
shall, if such individual is ineligible to become a member of such
system on the date of enactment of this paragraph or, if later, the
day he first occupies such position, be deemed to be covered by the
separate retirement system consisting of the positions of members of
the division or part who do not desire coverage under the insurance
system established under this title. Services in positions covered by
a separate retirement system created pursuant to this subsection (and
consisting of the positions of members who desire coverage under an
agreement under this section) shall be covered under such agreement
on compliance, to the extent practicable, with the same conditions as
are applicable to coverage under an agreement under this section of
services in positions covered by a separate retirement system created
pursuant to subparagraph (C) of subsection (d) (6) or the corre-
sponding provision of prior law (and consisting of the positions of
members who desire coverage under such agreement).

(3) Any agreement with any instrumentality of two or more States
entered into pursuant to this Act may, notwithstanding the provisions
of subsection (d) (5) (A) and the references thereto in subsections
(d) (1) and (d) (3), apply to service performed by employees of such
instrumentality in any policeman's or fireman's position covered by
a retirement system, but only upon compliance, to the extent prac-
ticable, with the requirements of subsection (d) (3). For the purpose
of the preceding sentence, a retirement system which covers positions
of policemen or firemen or both, and other positions shall, if the in-
strumentality concerned so desires, be deemed to be a separate retire-
ment system with respect to the positions of such policemen or firemen,
or both, as the case may be.

Delegation of Functions

(1) The Secretary of Health, Education, and Welfare is authorized
pursuant to agreement with the head of any Federal agency, to dele-
gate any of his functions under this section to any officer or employee
of such agency and otherwise to utilize the services and facilities
of such agency in carrying out such functions, and payment therefor
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hall be in advance or by way of reimbursement, as may be provided
in such agreement.

Wismnsin Retirement Fund
(m) (1) Notwithstanding paragraph (1) of subsection (d), the

agreement with the State of Wisconsin may, subject to the provisions
of this subsection, be modified sc i to apply to service performed by
employees in positions covered by the Wisconsin retirement fund
or any successor system.'

(2) All employees in positions covered by the Wisconsin retirement
fund at any time on or after January 1, 1951, shall, for the purposes
of subsection (c) only, be deemed to be a separate coverage group; ex-
cept that there shall be excluded from such separate coverage group
all employees in positions to which the agreement applies without re-
gard to this subsection.

(3) The modification pursuant to this subsection shall exclude (in
the case of employees in the coverage group established by paragraph
(2) of this subsection) service performed by any individual during
any period before he is included under the Wisconsin retirement fund.

(4) The modification pursuant to this subsection shall, if the State
of Wisconsin requests it, exclude (in the case of employees in the
coverage group established by paragraph (2) of this subsection) all
service performed in policemen's positions, all service performed in
firemen's positions, or both.

Certain Positions No Longer Covered by Retirement Systems
(n) Notwithstanding subsection (d), an agreement with any State

entered into under this section prior to the date of the enactment of
this subsection' may, prior to January 1, 1958, be modified pursuant
to subsection (a) (4) so as to apply to services performed by employees,
as members of any coverage group to which such agreement already
applies (and to which such agreement applied on such date of enact-
ment), in positions (1) to which such agreement does not already
apply, (2) which were covered by a retirement system on the date
such agreement was made applicable to such coverage group, and
(3) which, by reason of action by such State or political subdivision
thereof, as may be appropriate, taken prior to the date of the enact-
ment of this subsection, are no longer covered by a retirement system
on the date such agreement is made applicable to such services.

Certain Employees of the State of Utah
(o) Notwithstanding the provisions of subsection (d), the agree-

ment with the State of Utah entered into pursuant to this section may
Sbe modified pursuant to subsection (c) (4) so as to apply to services

performed for any of the following, the employees performing serv-

' Paragraph (1) was amended by sec. 321 ot Public Law 95-216.
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ices for each of which shall constitute a separate coverage group:
Weber Junior College, Carbon Junior College, Dixie Junior College,
Central Utah Vocational School, Salt Lake Area Vocational School,
Center for the Adult Blind, Union High School (Roosevelt, Utah),
Utah High School Activities Association, State Industrial School,
State Training School, State Board of Education, and Utah School
EmployNs Retirement Board. Any modification agreed to prior to
January 1, 1955, may be made effective with respect to services per-
formed by employees as members of any of such coverage groups
after an effective date specified therein, except that in no case may
any such date be earlier than December 31, 1950.

Policemen and Firemen in Certain States
(p) (1) -Any agreement with the State of Alabama, California,

Florida, Georgia, Hawaii, Idaho, Kansas, Maine, Maryland, Missis-
sippi, Montana, New York, North Carolina, North Dakota, Oregon,
Puerto Rico, South Carolina, South Dakota, Tennessee, Texas, Ver-
mont, Virginia, or Washington entered into pursuant to this section
prior to the (late of enactment of this subsection may, notwithstanding
the provisions of subsection (d) (5) (A) and the references thereto in
subsections (d) (1) and (d) (3), be modified pursuant to subsection (c)
(4) to apply to service performed by employees of such State or any
political subdivision thereof in any policeman's or fireman's position
covered by a retirement system in effect on or after the date of the en-
actment of this sub.ection, but only upon compliance with the require-
ments of subsection (d) (3). For the purposes of the preceding sentence,
a retirement system which covers positions of policemen or firemen, or
both, and other positions shall, if the State concerned so desires, be
deemed to be a separate retirement system with respect to the positions
of such policemen or firemen, or both, as the case may be.'

(2) A State, not otherwise listed by name in paragraph (1), shall
be deemed to be a State listed in such paragraph for the purpose of
extending coverage under this title to service in firemen's positions
covered by a retirement system, if the Governor of the State, or an
official of the State designated by him for the purpose, certifies to
the Secretary of Health, Education, and Welfare that the overall bene-
fit protection of the employees in such positions would be improved by
reason of the extension of such coverage to such employees. Notwith-
standing the provisions of the second sentence of such paragraph (1),
such firemen's positions shall be deemed a separate retirement system
and no other positions shall be included in such system.'

I Paragraph (1) was amended by see. 319 of Public Law 95-216.
2 Public Law 90-248, sec. 120(a) (2), added paragraph (2) applicable In the case of any

State with respect to modifications of such State agreement under section 218 of the Social
Security Act made after Jauuary 2, 1968. Seetiou 120(b) of the Socal security Amend-
ments of 196T provides: "'Nothing in the amendments made by subsection (a) shall
authorize the extension of the lasurance system established by title II of the Social S•-
curity Act under the provisions of section 21b(d) (6) (C) of such Act to service la an?
aroman's psitlon."
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Tim. Limitation on Assessments
(q) (1) Where a State is liable for an amount due under an agree-

meat pursuant to this section, such State shall remain so liable until
the Secretary is satisfied that the amount due has been paid to the
Secretary of the Treasury.

(2) Notwithstanding paragraph (1), a State shall not be liable for
an amount due under an agreement pursuant to this section, with re-
spect to the wages paid to individuals, after the expiration of the latest
of the following periods-

(A) three years, three months, and fifteen days after the year
in which such wages were paid, or

(B) three years after the date on which such amount became
due, or

(C) three years, three months, and fifteen days after the year
following the year in which this subsection is enacted,

unless prior to the expiration of such period the Secretary makes an
assessment of the amount due.

(3) For purposes of this subsection arnd section 205(c), an assess-
ment of an amount due is made when the Secretary mails or otherwise
delivers to the State a notice stating the amount he has determined to
be due under an agreement pursuant to this section and the basis for

* such determination.
(4) An assessment of an amount due made by the Secretary after

the expiration of the period specified in paragraph (2) shall never-
theiess be deemed to have been made within such period if-

(A) before the expiration of such period (or, if it has pre-
viously been extended under this paragraph, of such period as so
extended), the State and the Secretary agree in writing to an ex-
tension of such period (or extended period) and, subject to such
conditions as may be agreed upon, the Secretary makes the assess-
ment prior to the expiration of such extension; or

(B) within the 365 days immediately preceding the expiration
of such period (or extended period) the State pays to the Secre-
tary of the Treasury less than the correct amount due under an
agreement pursuant to this section with respect to wages paid to
individuals in a calendar year as members of a coverage
group, and the Secretary of Health, Education, and Welfare
makes the assessment, adjusted to take into account the amount
paid by the State, no later than the 365th day after the day the
State made payment to the Secretary of the Treasury; but the
Secretary of Health, Education, and Welfare, shall make such
assessment only with respect to the wages paid to such individ-
uals in such calendar year as members of such coverage group; or

'Subpararaph (B) was amended by sec. 353(b) (3) of Pubie Law 95-21&.
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(C) pursuant to subparagraph (A) or (B) of section 205(c) (5)
he includes in his records an entry with respect to wages for anW
individual, but only if such assessment is limited to the amount
due with respect to such wages and is made within the period such
entry could be made in such records under such subparagraph.

(5) If the Secretary allows a claim for a credit or refund of an
overpayment by a State under an agreement pursuant to this section,
with respect to wages paid or alleged to have been paid to an indi-
vidual in a calendar year for services as a member of a coverage
group, and if as a result of the facts on which such allowance is
based there is an amount due from the State, with respect to wages
paid to such individual in such calendar year for services performed
as a member of a coverage group, for which amount the State is not
liable by reason of paragraph (2) then notwithstanding paragraph
(2) the State shall be liable for such amount due if the Secretary
makes an assessment of such amount due at the time of or prior to
notification to the State of the allowance of such claim. For pur-
poses of this paragraph and paragraph (6), interest as provided for
in subsection (j) shall not be included in determining the amount due.

(6) The Secretary shall accept wage reports filed by a State under
an agreement pursuant to this section or regulations of the Secretary
thereunder, after the expiration of the period specified in paragraph
(2) or such period as extended pursuant to paragraph (4), with
respect to wages which are paid to individuals performing services
as employees in a coverage group included in the agreement and for
payment in connection with which the State is not liable by reasons
of paragraph (2), only if the State-

(A) pays to the Secretary of the Treasury the amount due
under such agreement with respect to such wages, and

(B) agrees in writing with thE Secretary of Health, Education,
and Welfare to an extension of the period specified in paragraph
(2) with respect to wages paid to all individuals performing
services as employees in such coverage group in the period or pe-
riods designated by the State in such wage reports as the period or
periods in which such wages were paid. If the State so agrees,
the period specified in paragraph (2), or such period as extended
pursuant to paragraph (4), shall be extended until such time as
the Secretary notifies the State that such wage reports have been
accepted.'

(7) Notwithstanding the preceding provisions of this subsection,
where there is an amount due by a State under an agreement pur-
suant to this section and there has been a fraudulent attempt on the
part of an officer or employee of the State or any political subdivision
thereof to defeat or evade payment of such amount due, the State shall

I Subparagraph (B) was amended by sec. 353(b) (4) of PubUc Law 95-216L
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* be liable for such amount due without regard to the provisions of
paragraph (2), and the Secretary may make an assessment of such
amount due at any time.

Time Limitations on Credits and Refunds

(r) (1) No credit or refund of an overpayment by a State under
an agreement pursuant to this section with respect to wages paid or
alleged to have been paid to an individual as a member of a coverage
group in a calender year shall be allowed after the expiration of the
latest of the following periods-

(A) three years, three months, and fifteen days after the year
in which such wages were paid or alleged to have been paid, or

(B) three years after the date the payment which included
such overpayment became due under such agreement with respect
to the wages paid or alleged to have been paid to such individual
as a member of such coverage group in such calendar year, or

(C) two years after such overpayment was made to the Secre-
tary of the Treasury, or

(D) three years, three months, and fifteen days after the year
following the year in which this subsection is enacted,

unless prior to the expiration of such period a claim for such credit
* or refund is filed with the Secretary of Health, Education, and Wel-

fare by the State.'
(2) A claim for a credit or refund filed by a State after the ex-

piration of the period specified by paragraph (1) shall nevertheless
be deemed to have been filed within such period if-

(A) before the expiration of such period (or, if it has previ-
ously been extended under this subparagraph, of such period as
so extended) the State and the Secretary agreed in writing to an
extension of such period (or extended period) and the claim is
filed with the Secretary by the State prior to the expiration of
such extension; but any claim for a credit or refund valid be-
cause of this subparagraph shall lie allowed only to tive extent
authorized by the conditions provided for in the agreement for
such extension, or

(B) the Secretary deletes from his records an entry with re-
spect to wages of an individual pursuant to the provisions of sub-
paragraph (A), (B), or (E) of section 205 (c) (5), but only with
respect to the entry so deleted.

Review by Secretary

(s) Where the Secretary has made an assessment of an amount due
S by a State under an agreement pursuant to this section, disallowed a

State's claim for a credit or refund of an overpayment under such

I Paragaph (1) was amended by see. 353(b) (5) of Public Law 95-21&.
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agreement, or allowed a State a credit or refund of an overpayment
uider such agreement, he shall review such assessment, disallowance,
or allowance if a written request for such review is filed with him by
the State within 90 days (or within such further time as he may allow)
after notification to the State of such assessment, disallowance, or
allowance. On the basis of the evidence obtained by or submitted to
the Secretary, he shall render a decision affirming, modifying, or re-
versing such assessment, disallowance, or allowance. In notifying the
State of his decision, the Secretary shall state the basis therefor.

Review By Court
(t) (1) Notwithstanding any other provision of this title any State,

irrespective of the amount in controversy, may file, within two years
after the mailing to such State of the notice of any decision by the
Secretary pursuant to subsection (s) affecting such State, or within
such further time as the Secretary may allow, a civil action for a re-
determination of the correctness of the assessment of the amount due,
the disallowance of the claim for a refund or credit, or the allowance
of the refund or credit, as the case may be, with respect to which the
Secretary has rendered such decision. Such action shall be brought in
the district court of the United States for the judicial district in which
is located the capital of such State, or, if such action is brought by an
instrumentality of two or more States, the principal office of such in-
strumentality. The judgment of the court shall be final, except that
it shall be subject to review in the same manner as judgments of such
court in other civil actions. Any action filed under this subsection
shall survive notwithstanding any change in the person occupying the
office of Secretary or any vacancy in such office.

(2) Notwithstanding the provisions of section 2411 of title 28,
United States Code, no interest shall accrue to a State after final
judgment with respect to a credit or refund of an overpayment made
under an agreem;c; t pursuant to this section.

(3) The first sentence of section 2414 of title 28, United States Code,
shall not apply to final judgments rendered by di-3trict courts of the
United States in civil actions filed under this subsection. In such cases,
the payment of amounts due to States pursuant to such final judg-
ments shall be adjusted in accordance with the provisions of this sec-
tion and with regulations promulgated by the Secretary.

Positions Compensated Solely on a Fee Basis

(u) (1) Notwithstanding any other provision in this section, an
agreement entered into under this section may be made applicable to
service performed after 1967 in any class or classes of positions com-
pensated solely on a fee basis to which such agreement did not apply
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* prior to 1968 only if the State specifically requests that its agreement
be made applicable to such service in such class or classes of positions.

(2) Notwithstanding any other provision in this section, an agree-
ment entered into under this section may be modified, at the option of
the State, at any time after 1967, so as to exclude services performed
in any class or classes of positions compensation for which is solely
on a fee basis.

(3) Any modification made under this subsection shall be effective
with respect to services performed after the last (lay of the calendar
year in which the modification is agreed to by the Secretary and the
State.

(4) If any class or classes of positions have been excluded from
coverage under the State agreement by a modification agreed to under
this subsection, the Secretary and the State may not thereafter modify
such agreement so as to again make the agreement applicable with
respect to such class or classes of positions.

Sec. 219. [Repealed.]

Disability Provisions Inapplicable if Benefit Rights Impaired

Sec. 220. None of the provisions of this title relating to periods of
disability shall apply in any case in which their application would
result in the denial of monthly benefits or a lump-sum death payment
which would otherwise be payable under this title; nor shall they
apply in the cabe of any monthly benefit or lump-sum death payment
under this title if such benefit or payment would be greater without
their application.

Disability Determinations

See. 221. (a) (1) In the ease of any individual, the determination of
whether or not lie is under a disability (as defined in section 216(i)
or 223(d) ) and of the day such disability began, and the determination
of the day on which such disability ceases, shall be made by a State
agency, notwithstanding any other provision of law, in any State that
notifies the Secretary in writing that it wishes to make such disability
determinations commencing with such month as the Secretary and the
State agree upon. but only if (A) the Secretary has not found, under
subsection (b) (1). that the State agency has substantially failed to
make disability determinations in accordance with the applicable pro-
visions of this section or rules issued thereunder, and (B) the State
has not notified the Secretary, under subsection (b) (2), that it does
not wish to make such deterninations. If the Secretary once makes
the finding described in clause (A) of the preceding sentence, or the

* State gives the notice referred to in clause (B) of such sentence, the
Secretary may thereafter determine whether (and, if so, beginning
with which month and under what conditions) the State may again
make disability detemminations under this paragraph.
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(2) The disability determinations described in paragraph (1) made
by a State agency shall be made in accordance with the pertinent
provisions of this title and the standards and criteria contained in
regulations or other written guidelines of the Secretary pertaining to
matters such as disability determinations, the class or classes of in-
dividuals with respect to which a State may make disability determi-
nations (if it does not wish to do sa with respect to all individuals
in the State), and the conditions under which it may choose not to
make all such determinations. In addition, the Secretary shall pro-
mulgate regulations specifying, in such detail as he deenms appropriate
performance standards and administrative requirements and pro-
cedures to be followed in performing the disability determination
function in order to assure effective and uniform administration of the
disability insurance program throughout the United States. The regu-
lations may, for example, specify matters such as-

(A) the administrative structure and the relatic, nhip between
various units of the State agency respo nsibi. for disability
determinations,

(B) the physical location of and relationship among agency
staff units, and other individuals or organizations performing
tasks for the State agency, and standards for the availability to
applicants and beneficiaries of facilities for making disability
determinations,

(C) State agency performance criteria, including the rate of
accuracy of decisions, the time periods within which determina-
tions must be made, the procedures for and the scope of review
by the Secretary, and, as he finds appropriate, by the State, of
its performance in individual cases and in classes of cases, and
rules governing access of appropriate Federal officials to State
offices and to State records relating to its administration of the
disability determination funct ion,

(D) fiscal control procedures that the State agency may be
required to adopt, and

(E) the submission of reports and other data, in such form
and at such time as the Secretary may require, concerning the
State agency's activities relating to the disability determination.

Nothing in this section shall be constrimed to authorize the Secretary
to take any action except pursuant to law or to regulations promul-
gated pursuant to law.'

(b) (1) If the Secretary finds, after notice and opportunity for a
hearing, that a State agency is substantially failing to make dis-
ability determinations in a manner consistent with his regulations
and other written guidelines, the Secretary shall, not earlier than 180
days following his finding, and after he has complied with the re-

I Subsec. (a) was amended by sec. 304 of P.L. 96-265 effecUve June 1981. See excerpt
from P.L 96-265.
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quirements of paragraph (3), make the disability determinations re-
ferred to in subsection (a)(1).

(2) If a State, having notified the Secretary of its intent to make
disability determinations under subsection (a) (1), no longer wishes to
make such determinations, it shall notify the Secretary in writing of
that fact, and, if an agency of the State is making disability deter-
minations at the time such notice is given, it shall continue to do so
for not less than 180 days. or (if later) until the Secretary has com-
plied with the requirements of paragraph (3). Thereafter, the Secre-
tary shall make the disability determinations referred to in subsec-
tion (a) (1).

(3) (A) The Secretary shall develop and initiate all appropriate
procedures to implement a plan with respect to any partial or com-
plete assumption by the Secretary of the disability determination
function from a State agency, as provided in this section, under which
employees of the affected State agency who are capable of perform-
ing duties in the disability determination process for the Secretary
shall, notwithstanding any other provision of law, have a prefer-
ence over any other individual in filling an appropriate employment
position with the Secretary (subject to any system established by
the Secretary for determining hiring priority among such employees
of the State agency) unless any such employee is the administrator,

* the deputy administrator, or assistant administrator (or his equiva-
lent) of the State agency, in which case the Secretary may accord such
priority to such employee.

(B) The Secretary shall not make such assumption of the disabil-
ity determination function until such time as the Secretary of Labor
determines that, with respect to employees of such State agency who
will be displaced from their employment on account of such assump-
tion by the Secretary and who will not be hired by the Secretary to
perform duties in the disability determination process, the State has
made fair and equitable arrangements to protect the interests of em-
ployees so displaced. Such protective arrangements shall include
only those provisions which are provided under all applicable Fed-
eral, State and local statutes including, but not limited to, (i) the
preservation of rights, privileges, and benefits (including continu-
ation of pension rights and benefits) under existing collective-
bargaining agreements; (ii) the continuation of collective-bargaining
rights; (iii) the assignment of affected employees to other jobs or to
retraining programs; (iv) the protection of individual employees
against a worsening of their positions with respect to their employ-
ment; (v) the protection of health benefits and other fringe benefits;
and (vi) the provision of severance pay, as may be necessary.'

* (c) (1) The Secretary may on his own motion or as required under
paragraphs (2) and (3) review a determination, made by a State

I Subsee. (b) was amended by see. 304 of P.L U6-265 efective June 1981. See excerpt
from P.L 96-265.
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agency under this section, that an individual is or is not under a
disability (as defined in section 216(i) or 223(d) and, as a result of
such review, may modify such agency's determination and determine
that such individual either is or is not under a disability (as so defined)
or that such individual's disability began on a day earlier or later
than that determined by such agency, or that such disability ceased on
a day earlier or later than that determined by such agency. A review
by the Secretary on his own motion of a State agency determination
under this paragraph may be made before or after any action is taken
to implement such determination.

(2) The Secretary (in accordance with paragraph (3)) shall review
determinations, made by State agencies pulsuant to this section, that
individuals are under disabilities (as defined in section 216(i) or 223
(d)). Any review by the Secretary of a State agency determination
under this paragraph shall be made before any action is taken to
implement such determination.

(3) In carrying out the provisions of paragraph (2) with respect to
the review of determinations, made by State agencies pursuant to this
section, that individuals are under disabilities (as defined in section
216(i) or 223 (d) ), the Secretary shall review-

(A) at least 15 percent of all such determinations made by
State agencies in the fiscal year 1981,

(B) at least 35 percent of all such determinations made by
State agencies in the fiscal year 1982, and

(C) at least 65 percent of all such determinations made by
State agencies in any fiscal year after the fiscal year 1982.'

(d) Any individual dissatisfied with any determination under sub-
section (a), (b), (c), or (g) shall be entitled to a hearing thereon by
the Secretary to the same extent as is provided in section 205(b) with
respect to decisions of the Secretary, and to judicial review of the
Secretary's final decision after such hearing as is provided in section
205 (g).2

(e) Each State which is making disability determinations under
subsection (a) (1) under this section shall be entitled to receive from
the Trust Funds, in advance or by way of reimbursement, as deter-
mined by the Secretary. the cost. to the State of making disability de-
terminations under section (a) (1). The Secretary shall from time to
time certify such amount as is inece.ssary for this Purpose to the Man-
aging Trustee, reduced or increased, as the case may be, by any sum (for
which adjustment hereunder has not previously been made) by which
the amount certified for any prior period was greater or less than the
amount which should have been paid to the State under this subsection
for such period; and the Managing Trustee, prior to audit or settle-
meat by the General Accounting Office, shall make payment from the

1 Subsee. (c) was amended by see. 304 of P.L. 96-265.
2 Subiec. (d) was amended by see. 304 of P.L. 96-265 effecUve June Ias81. See excerpt

from P.L 96-265.
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Trust Funds at the time or times fixed by the Secretary, in accordance
* with such certification. Appropriate adjustments between the Federal

Old-Age and Survivors Insurance Trust Fund and the Federal Dis-
ability Insurance Trust Ftnd with respect to the payments made
under this subsection shall be made in accordance with paragraph (1)
of subsection (g) of -ection 201 (but taking into account any refunds
under subsection (f) of this section) to insure that the Federal Dis-
ability Trust Fund is charged with all expenses incurred which are
attributable to the administration of section 223 and the Federal
Old-Age and Survivors Insurance Trust Fund is charged with all
other expenses.I

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

(g) In the case of individuals in a State which does not undertake
to perform disability determinations under subsection (a) (1), or
which has been found by the Secretary to have substantially failed to
make disability determinations in a manner consistent with his regu-
lations and guidelines, in the ca-,e of individuals outside the United
States, and in the case of any cla.s or classes of individuals for whom
no State undertakes to make disability determinations, the deternmina-

* tions referred to in subsection (a) shall be made by the Secretary in
accordance with regulations prescribed by him. 2

(i) In any ca:.,e where an individual is or has been determined to
be under a disability, the case shall be reviewed by the applicable
State agency or the Secretary (as may be appropriate). for purposes
of continuing eligibility, at least once every 3 years: except that where
a finding has keen made that .-uch disability is permanent. such re-
views shall be made at such times as the Secretary determines to be
appropriate. Reviews of cases under the preceding sentence shall be
in addition to. and shall not be considered as a substitute for. any
other reviews which are required or provided for under or in the
administration of this title.'

Rehabilitation Services

Referral for Rehabilitation Services

See. 222. (a) It is hereby declared to be the policy of the Congress
that disabled individuals applying for a determination of disability,
and disabled individuals who are entitled to child's insurance benefits,
widow's insurance benefits, or widower's insurance benefits, shall be
promptly referred to the State agency or agencies administering or

1 Subsee. (e) was amended by see. 304 of P.L. 96-265 effective June 1981. See excerpt
from P.L. 96-265.

- Subuec. tg) was amended by see. 344 of P.L 96- 265 effective June 1981.
3 Subusee. (i) was added by see. 311 of P.L. 9W-265 effective Jan. 1. 1982.
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supervising the administration of the State plan approved under the
Vocational Rehabilitation Act for necessary vocational rehabilitation
services, to the end that the maximum number of such individuals may
be rehabilitated into productive activity.

Deductions on Account of Refusal To Accept Rehabilitation Services

(b) (1) Deductions, in such amounts and at such time or thnes as the
Secretary shall determine, shall be made from any payment or pay-
ments under this title to which an individual is entitled, until the total
of such deductions equals such individual's benefit or benefits under
sections 202 and 223 for any month in which such individual, if a child
who has attained the age of eighteen and is entitled to child's insurance
benefits, a widow, widower or surviving divorced wife who has not
attained age 60, or an individual entitled to disability insurance bene-
fits, refuses without good cause to accept rehabilitation services avail-
able to him under a State plan approved under the Vocational Re-
habilitation Act. Any individual who is a member or adherent of
any recognized church or religious sect which teaches its members or
adherents to rely solely, in the treatment and cure of any physical or
mental impairment, upon prayer or spiritual means through the appli-
cation and use of the tenets or teachings of such church or sect, and
who, solely because of his adherence to the teachings or tenets of such
church, or sect, refuses to accept rehabilitation services available to
him under a State plan approved under the Vocational Rehabilitation
Act, shall, for the purposes of the first sentence of this subsection, be
deemed to have done so with good cause.

(2) Deductions shall be made from any child's insurance benefit to
which a child who has attained the age of eighteen is entitled or from
any mother's insurance benefit to which a person is entitled, until the
total of such deductions equals such child's insurance benefit or benefits
or such mother's insurance benefit or benefits under section 202 for any
month in which such child or person entitled to mother's insurance
benefits is married to an individual who is entitled to disability insur-
ance benefits and in which such individual refuses to accept rehabilita-
tion services and a deduction, on account of such refusal, is imposed
under paragraph (1). If both this paragraph and paragraph (3) are
applicable to a child's insurance benefit for any month, only an amount
equal to such benefit shall be deducted.

(3) Deductions shall be made from any wife's, husband's, or child's
insurance benefit, based on the wages and self-employment income of
an individual entitled to disability insurance benefits. to which a wife,
divorced wife, husband, or child is entitled, until the total of such
deductions equal such wife's, husband's, or child's insurance benefit or
benefits under section 202 for any month in which the individual, on
the basis of whose wages and self-employment income such benefit was
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* payable, refuses to accept rehabilitation services and deductions, on
account of such refusal, are imposed under paragraph (1).

(4) The provisions of paragraph (1) shall not apply to any child
entitled to benefits under section 202(d), if he has attained the age of
18 but has not attained the age of 22, for any month during which he
is a full-time student (as defined and determined under section 202
(d)).

Period of Trial Work
(c) (1) The term "period of trial work", with respect to an individ-

ual entitled to benefits under section 223, 20-2(d), 202(e), or 202(f),
means a period of months beginning and ending as provided in para-
graphs (3) and (4).1

(2) For purposes of sections 216(i) and 223, any services rendered
by an individual during a period of trial work shall be deemed not to
have been rendered by such individual in determining whether his
disability has ceased in a month during such period. For purposes of
this subsection the term "services" means activity which is performed
for remuneration or gain or is determined by the Secretary to be of a
type normally performed for remuneration or gain.

(3) A period of trial work for any individual shall begin with the
month in which he becomes entitled to disability insurance benefits,

*or, in the case of an individual entitled to benefits under section 202(d)
who has attained the age of eighteen, with the month in which he be-
comes entitled to such benefits or the month in which he attains the age
of eighteen, whichever is later, or, in the case of an individual entitled
to widow's or widower's insurance benefits under section 202 (e) or
(f) who became entitled to such benefits prior to attaining age 60,
with the month in which such individual becomes so entitled. Notwith-
standing the preceding sentence, no period of trial work may begin
for any individual prior to the beginning of the month following the
month in which this paragraph is enacted; and no such period may
begin for an individual in a period of disability of such individual in
which he had a previous period of trial work.2

(4) A period of trial work for any individual shall end with the
close of whichever of the following months is the earlier:

(A) the ninth month, beginning on or after the first day of
such period, in which the individual renders services (whether or

1Par. (1) was amended by sec. 303 of P.L 9W.-:,65 effective December 1960.
2 Par. (3) was amended by see. 303 of P.L. W-265 effective December 1980.
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* not such nine months are consecutive) ; or
(B) the month in which his disability (as defined in section

223(d) ) ceases (as determined after application of paragraph (2)
of this subsection).

(5) In the case of an individual who becomes entitled tp benefits
under section '223 for any month as provided in clause (ii) of subsec-
Lion (a) (1) of such section, the preceding provisions of this sulsec-
tion shall not apply with respect to services in any month beginning
with the first month for which he is so entitled and ending with the
first month thereafter for which he is not entitled to benefits under
section 223.

Costs of Rehabilitation Services From Trust Funds
(d) (1) For the purpose of making vocational rehabilitation services

more readily available to disabled individuals who are-
(A) entitled to disability insurance benefits under section 223. or
(B) entitled to child's insurance benefits under section :.02(d)

after having attained age 18 (and are under a disability), or
(C) entitled to widow's insurance benefits under section 20-2(e)

prior to attaining age 60, or
(D) entitled to widower's insurance benefits under section 20"2

* (f) prior to attaining age 60.
to the end that savings will result to the Trust Fund as a result of
rehabilitating the maximnium number of such individuals into produc-
tive activity, there are authorized to te transferred from the Trust
Funds such suns as may Le necessary to enable the Secretary to pay
the costs of vocational rehabilitation services for such individuals (in-
cluding (i) services during thei" waiting periods, and (ii) so much of
the expenditures for the achninistration of any State plan as is attrib-
utable to carrying out this subsection) ; except that the total amount
so inade available pursuant to this subsection may not exceed-

(i) I percent in the fiscal year ending June 30,197-2,
(ii) 1.25 percent in the fiscal year ending June 30, 1973,
(iii) 1.5 percent in the fiscal year ending June 30, 1974, and

thereafter,
of the total of the benefits under sectica 202(d) for children who
have attained age 18 and are under a disability, the benefits under
section 202 (e) for widows and surviving divorced wives who have
not attained age 60 and are under a disability, the benefits under
section 202(f) for widowers who have not attained age 60, and the
benefits under section 223, which were certified for payment in the
preceding year. The selection of individuals (including the order
in which they shall be selected) to receive such services 3hall be
made in accordance with criteria formulated by the Secretary
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which are based upon the effect the provision of such services
woadd have upon the Trust Funds.

(2) In the case of each State which is willing to do so, such voca-
tional rehabilitation services shall be furnished under a State plan
for vocational rehabilitation services which-

(A) has been approved under section 5 of the Vocational Re.-
habilitation Act,

(B) provides that, to the extent funds provided under this
subsection are adequate for the purpose, such services will be
furnished, to any individual in the State who meets the criteria
prescribed by the Secretary pursuant to paragraph (1), with rea-
sonable promptness and in accordance with the order of selec-
tion determined under such criteria, and

(C) provides that such services will be furnished to any indi-
vidual without regard to (i) his citizenship or place of residence,
(ii) his need for financial assistance except as provided in iegula-
tions of the Secretary in the case of maintenance during rehabili-
tation, or (iii) any order of selection which would otherwise be
followed under the State plan pursuant to section 5(a) (4) of
the Vocational Rehabilitation Act.

(3) In the case of any State which does not have a plan which meets
the requirements of paragraph (2), the Secretary may provide such
services by agreement or contract with other public or private agencies,
organizations, institutions, or individuals.

(4) Payments under this subsection may be made in instalhnents,
and in advance or by way of reimbursement, with necessary adjust-
rients on account of overpayments or underpayments.

(5) Money paid from the Trust Funds ruider this subsection to pay
the costs of providing services to individuals who are entitled to bene-
fits uider action 223 (including services during their waiting pe-
riods), or who are entitled to benefits under section 20-2 (d) on the basis
of the wages and self-employment income of such individuals shall be
charged to the Federal Disability Insurance Trust Fund, and all other
money paid out from the Trust Funds under this subsection shall be
charged to the Federal Old-Age and Survivors Insurance Trust Fund.
The Secretary shall determine according to such methods and pro-
cedures as lie may deem appropriate-

(A) the total cost of the services provided under this subsection,
and

(B) subject to the provisions of tle preceding sentence, the
amount of such cost which should be charged to each of such Trust
Funds.

(6) For the purposes of this subsection the term "vocational reha-
bilitation services" shall have the meaning assigned to it in the Voca-
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tional Rehabilitation Act, except that such services may be limited in
type, scope, or amount in accordance with regulations of the Secretary
designed to achieve the purposes of this subsection.

Disability Insurance Benefit Payments

Disability assurace Benefits

Sec. 223. (a) (1) Every individual who-
(A) is insured for disability insurance benefits (as determined

under subsection (c) (1)),
(B) has not attained the age of sixty-five,
(C) has filed application for disability insurance benefits, and
(D) is under a disability (as defined in subsection (d))

shall be entitled to a disability insurance benefit (i) for each month
beginning with the first month after his waiting period (as defined
in subsection (c) (2)) in which he becomes so entitled to such insurance
benefits, or (ii) for each month beginning with the first month during
all of which he is under a disability and in which he becomes so en-
titled to such insurance benefits, but only if he was entitled to disability
insurance benefits which terminated, or had a period of disability (as
defined in section 216(i) ) which ceased, within the sixty-month period
preceding the first month in which he is under such disability, and
ending with the month preceding whichever of the following months
is the earliest: the month in which he dies, the month in which he at-
tains age 65, or, subject to subsection (e), the termination month. For
purposes of the preceding sentence, the termination month for any
individual shall be the third month following the month in which his
disability ceases; except that. in the case of an individual who has a
period of trial work which ends as determined by application of sec-
tion 222(c) (4) (A), the termination month shall be the earlier of (I)
the third month following the earliest month after the end of such
period of trial work with respect to which such individual is deter-
mined to no longer be suffering from a disabling physical or mental
impairment, or (II) the third month following the earliest month in
which such individual engages or is determined able to engage in
substantial gainful activity, but in no event earlier than the first
month occurring after the 15 niontlis following such period of trial
work in which he engages or is determined able to engage in sub-
stantial gainful activity. No payment under this paragraph may be
made to an individual who would not nm.et the definition of disability
in subsection (d) except for paragraph (1) (B) thereof for any month
in which lie engages in substantial gainful activity, and no payment
may be inade for such month under .ul6-ection (b). (c). or id) of
section 202 to any jwrson on the basis of the wages and self-employ-
nient income of such individual. In the case of a deceased individual,
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the requirement of subparagraph (C) may be satisfied by an applica-
tion for benefits filed with respect to such individual within 3 months
after the month in which he died.'

(2) Except as provided in section 202(q) and section 215(b) (2) (A)
(ii), such individual's disability insurance benefit for any month shall
be equal to his primary insurance amount for such month determined
under section 215 as though he had attained age 62, in-

(A) the first month of his waiting period, or
(B) in any case in which clause (ii) of paragraph (1) of this

subsection is appl;cable, the first month for which he becomes
entitled to such disability insurance benefits,

and as though he had become entitled to old-age insurance benefits in
the month in which the application for disability insurance benefits
was filed and he was entitled to an old-age insurance benefit for each
month for which (pursuant to subsection (b)) he was entitled to a dis-
ability insurance benefit. For the purposes of the preceding sentence,
in the case of an individual who attained age 62 in or before the first
month referred to in subparagraph (A) or (B) of such sentence, as
the case may be, the elapsed years referred to in section 215(b) (3)
shall not include the year in which he attained age 62, or any year
thereafter. 2

Filing of Application
(b) An application for disability insurance benefits filed before the

first month in which the applicant satisfies thp requirements for such
benefits (as prescribed in subsection (a) (1)) shall be deemed a valid
application (and shall be deemed to have been filed in such first month)
only if the applicant satisfies the requirements for such benefits before
the Secretary makes a final decision on the application and no request
under section 205(b) for notice and opportunity for a hearing there-
on is made, or if such a request is made. before a decision based upon
the evidence adduced at the hearing is made (regardless of whether
such decision becomes the final decision of the Secretary). An indi-
vidual who would have been entitled to a disability insurance benefit
for any month had he filed application therefor before the end of such
month shall be entitled to such benefit for such month if such applica-
tion is filed before the end of the 12th month immediately succeeding
such month.'

Definitions of Insured Status and Waiting Period

(c) For purposes of this section-
(1) An individual shall be insured for disability insurance

benefits in any month if-
'Par. (1) was amended by sec. 303 of P.L& 96-265 effective December 1980.
a Par. (2) was amended by see. OS ot P.. --26-.
* Subsec. (b) was amended by see. 306 of P.L 96-265.
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(A) he would have been a fully insured individual (as
defined in section 214) had he attained age 62 and filed ap-
plication for benefits under section 202(a) on the first day
of such month, and

(B) (i) he had not less than 20 quarters of coverage during
the 40-quarter period which ends with the quarter in which
such month occurred, or

(ii) if such month ends before the quarter in which he at-
tains (or would attain) age 31, not less than one-half (and
not less than 6) of the quartets during the period ending
with the quarter in which such month occurred and begin-
ning after he attained age 21 were quarters of coverage,
or (if the number of quarters in such period is less than 12)
not less than 6 of the quarters in the 12-quarter period end-
ing with such quarter were quarters of coverage;



Revised July 1980

except that the provisions of subparagraph (B) of this para-
graph shall not apply in the case of an individual who is blind
(within the meaning of "blindness" as defined in section 216(i)
(1)). For purposes of subparagrnph (B) of this paragraph,
when the number of quarters in any period is an odd number, such
number shall be reduced by one, and a quarter shall not be counted
as part of any period if any part of such quarter was included in a
period of disability unless such quarter was a quarter of coverage.

(2) The term "waiting period" means, in the case of any ap-
plication for disability insurance benefits, the earliest period of
five consecutive calendar months--

(A) throughout which the individual with respect to whom
such application is filed has been under a disability, and

(B) (i) which begins not earlier than with the first day of
the seventeenth month before the month in which such ap-
plication is filed if such individual is insured for disability
insurance benefits in such seventeenth month, or (ii) if he
is not so insured in such month, which begins not earlier than
the first day of the first month after such seventeenth month
in which he is so insured.

Notwithstanding the preceding provisions of this paragraph, no
waiting period may begin for any individual before January 1,
1957.

Definition of Disability

(d) (1) The term "disability" means-
(A) inability to engage in any substantial gainful activ-ry by

reason of any medically determinable physical or mental impair-
ment which can be expected to result in death or which has lasted
or can be expected to last for a continuous period of not less than
12 months; or

(B) in the case of an individual who has attained the age of
55 and is blind (within the meaning of "blindness" as defined in
section 216(i) (1)), inability by reason of such blindness to engage
in substantial gainful activity requiring skills or abilities com-
parable to those of any gainful activity in which he has previously
engaged with some regularity and over a substantial period of
time.

(2) For purposes of paragraph (1) (A)-
(A) an individual (except a widow, surviving divorced wife,

or widower for purposes of section 202 (e) or (f) shall be deter-
mined to be under a disability only if his physical or mental
impairment or impairments are of such severity that he is not
only unable to do his previous work but cannot, considering his

64-566 0 - 8(3 - ;
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age, education, and work experience, engage in any other kind of
substantial gainful work which exists in the national economy, re-
gardless of whether such work exists in the immediate area in
which he lives, or whether a specific job vacancy exists for him,
or whether he would be hired if he applied for work. For pur-
poses of the preceding sentence (with respect to any individual),
"work which exists in the national economy" means work which
exists in significant numbers either in the region where such in-
dividual lives or in several regions of the country.

(B) A widow, surviving divorced wife, or widower shall not be
determined to be under a disability (for purposes of section 202
(e) or (f)) unless his or her physical or mental impairment or
imlpairments are of a level of severity which under regulations
prescribed by the Secretary is deemed to be sufficient to preclude
an individual from engaging in any gainful activity.

(3) For purposes of this subsection, a "physical or mental impair-
ment" is an impairment that results from anatomical, physiological,
or psychological abnormalities which are demonstrable by medically
acceptable clinical and laboratory diagnostic techniques.

(4) The Secretary shall by regulations prescribe the criteria !or
determining when service. performed or earnings derived from serv-
ices demonstrate an individual's ability to engage in substantial gain-
ful activity. N'o individual who is blind shall be regarded as having
demonstrated an ability to engage in substantial gainful activity on
the basis of earnings that do not exceed the (exempl)t amount under
section 203(f) (8) which is applicable to individuals described in sub-
paragraph (D) thereof. Notwithstanding the provisions of paragraph
(2). an individual whose services or earnings meet such criteria shall,
except, for purposes of section 222(c). be found not to be disabled. In
determining whether an individual is able to engage in substantial
gainful activity bIy reason of his earninps. where his disability is
sulticiently severe to result in a functional limitation requiring assist-
ance in order for him to work, there shall be excluded from such
earnings an amount equal to the cost (to such individual) of any
attendant care services, medical devices, equipment. prostheses, and
similar items and services (not including routine drugs or routine
medical services unless such drugs or services are necessary for the
control of the di-abling condition) which are nece.-.sary (as determined
by the Secretary in regulations) for that purpose. whether or not such
assistance is also needed to enable him to carry out his normal daily
functions; except that the amounts to be excluded shall be subject to
sma'} reasonable limits as the St-ecretary may prescribe.t

I Par. (4) was aniended by see. 335 of P.L& 95-216 and (effective December 19W03 by see.
302 of P.L. 96-265.
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(5) An individual shall not be considered to be under a disability
unless he furnishes such medical and other evidence of the existence
thereof as the Secretary may require. Any non-Federal hospital, clinic,
laboratory, or other provider of medical services, or physician not in
the employ of the Federal Government, which supplies medical evi-
dence required and requested by the Secretary under this paragraph
shall be entitled to payment from the Secretary for the reasonable
cost of providing such evidence.'

(6) (A) Notwithstanding any other provision of this title, any phys-
ical or mental impairment which ari.-es in connection with the com-
mission by an individual (after the date of the enactment of this para-
graph) of an offense which constitutes a felony wider applicable law
and for which such individual is subsequently convicted, or which is
aggravated in connection with such an otlense (but only to the extent
so aggravated), shall not be considered in determining whether an
individual is under a disability.

(B) Notwithstanding any other provision of this title, any physical
or mental impairment which arises in connection with an individual's
confinement in a jail, prison, or other penal institution or correctional
facility pursuant to such individual's conviction of an offense (corn-
niutted after the date of the enactment of this paragraph) constituting
a felony under applicable law, or which is aggravated in connection

* with such a confinement (but only to the extent so aggravated), shall
not be considered in determining whether such individual is under a
disability for purposes of benefits payable for any month during which
such individual is so confined.

Termination ot Benefits'

(e) No benefit shall be payable under subsection (d) (1) (B) (ii),
(e)(1) (B)(ii), or (f)(1) (B) (ii) of section 20"2 or under subsection
(a) (1) of this section to an individual for any month, after the third
month, in which he engages in substantial gainful activity during the
15-month period following the end of his trial work period determined
by application of section 222(c) (4) (A).'

Suspension of Benefits for Inmates of Penal Institutions

(f) (1) Notwithstanding any other provision of this title, no monthly
benefits shall be paid under this section, or under section 20-2(d) by
reason of being under a disability, to any individual for any month
during which such individual is confined in a jail, prison, or other
penal institution or correctional facility, pursuant to his conviction of
an offense which constituted a felony under applicable law, unless such. ' Par. M5) was amended by see. 309 of P.L. 96-265 effective December 1980.

Par. (6) was added by see. 5(a) of P.L. ;6-473.
3 This heading is not In the law.
' Subsee. (e) was added by see. 303 of P.L. 96-265.
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individual is actively and satisfactorily participating in a rehabilita-
tion program which has been specifically approved for such individual
by a court of law and, as determined by the Secretary, is expected to
result in such individual being able to engage in substantial gainful
activity upon release and within a reasonable time.

(2) Benefits which would be payable to any individual (other than
a confined individual to whom benefits are not payable by reason of
paragraph (1)) under this title on the basis of the wages and self-
employment income of such a confined individual but for the pro-
visions of paragraph (1). shall Ie payable as though such confined
individual were receiving such benefits under this section.'

Reduction of Benefits Based on Disability on Account of Receipt
of Workmen's Compensation

See. 224. (a) If for any month prior to the month in which an indi-
vidual attains the age of 62-

(1) such individual is entitled to benefits under section 223, and
(2) such individual is entitled for such month, under a work-

men's compensation law or plan of the United States or a State
to periodic benefits for a total or partial disability (whether or
not permanent), and the Secretary has, in a prior month, received
notice of such entitlement for such month,

the total of his benefits under section 223 for such month and of any

'Subsec. (f) was added by see. 5(c) of P.L. 96-473.
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* benefits under section 202 for such month based on his wages and self-
employment income shall be reduced (but not below zero) by the
amount by which the sum of-

(3) such total of benefits under sections 223 and 20-2 for such
month, and

(4) such periodic benefits payable (and actually paid) for such
month to such individual under the workmen's compensation law
orplan,

exceeds the higher of-
(5) 80 per centum of his "average current earnings", or
(6) the total of such individual's disability insurance benefits

under section 223 for such month and of any monthly insurance
benefits under section 202 for such month based on his wages and
self-employment income, prior to reduction under this section.

In no case shall the reduction in the total of such benefits under sec-
tions 223 and 202 for a month (in a continuous period of months)
reduce such total below the sum of-

(7) the total of the benefits under sections 2-23 and 202, after
reduction under this section, with respect to all persons entitled
to benefits on the basis of such individual's wages and self-employ-
ment income for such month which were determined for such in-

* dividual and such persons for the first month for which reduction
under this section was made (or which would have been so deter-
mined if all of them had been so entitled in such first mothh, and

(8) any increase in such benefits with respect to such individual
and such persons, before reduction under this section, which is
made effective for months after the first month for which reduc-
tion under this section is made.

For purposes of clause (5), an individual's average current earnings
means the largest of (A) the average monthly wage (determined under
section 215(b) as in effect prior to January 1979) used for purposes
of computing his benefits under section 223, (B) one-sixtieth of the
total of his wages and self-employment income (computed without
regard to the limitations specified in sections 209(a) and 211 (b) (1))
for the five consecutive calendar yeais after 1950 for which such wages
and self-employment income were highest, or (C) one-twelfth of the
total of his wages and self-employment income (computed without re-
gard to the limitations specified in sections 209 (a) and 211 (b) (1) ) for
the calendar year in which he had the highest such wages and income
during the period consisting of the calendar year in which he became
disabled (as defined in section 223(d)) and the five years preceding
that year.'

* (b) If any periodic benefit under a workmen's compensation law or
plan is payable on other than a monthly basis (excluding a benefit

I Subsection (a) was amended by sees. 205(d) and 353(c) (1) ot Public Law 95-21&.
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payable as a lump sum except to the extent that it is a commutation of,
or a substitute for, periodic payments), the reduction under this sec-
tion shall be made at such time or times and in such amounts as the
Secretary finds will approximate as nearly as practicable the reduction
prescribed by subsection (a).

(c) Reduction of benefits under this section shall be made after any
reduction under subsection (a) of section 203, but before deductions
under such section and under section 222. (b).

(d) The reduction of benefits required by this section shall not be
made if the workmen's compensation law or plan inder which a peri-
odic benefit is payable provides for the reduction thereof when anyone
is entitled to benefits under this title on the basis of the w'agcs and self-
employment income of an individual entitled to benefits tnder sec-
tion 223.

(e) If it appears to the Secretary that an individual may be eligible
for periodic bern !its under a worknmen's comlnensation law or plan
which would give rise to reduction under this section, he may require,
as a condition of certification for payment of any benefits under section
223 to any individual for any month and of a-y benefits under section
202 of such month based on such individual's wages and self-employ-
ment income, that such individual certify (i) whether he has filed or
intends to file any claim for such periodic benefits, and (ii) if he has so
filed, whether there has been a decision on such claim. The Secretary
may, in the absence of evidence to the contrary, rely upon such a certifi-
cation by such individual that he has not filed and does not intend to
file such a claim, or that he has so filed and no final decision thereon
has been made, in certifying benefits for payment pursuant to section
205(i).

(f) (1) In the second calendar year after the year in which reduc-
tion under this section in the total of an individual's benefits under
section 223 and any benefits under section 202 ba-sed on his wages and
self-employment income was first required (in a continuous period
of months), and in each third year thereafter, the Secretary shall re-
determine the amount of such benefits which are still subject to reduc-
tion under this section; but such redetermination shall not result in
any decrease in the total amount of benefits payable under this title on
the basis of such individual's wages and self-employment income. Such
redetermined benefit shall be determined as of, and shall become effec-
tive with, the January following the year in which such redetermina-
tion was made.

(2) In making the redetermination required by paragraph (1), the
individual's average current earnings (as defined in subsection (a))
shall be deemed to be the product of-
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* (A) his average current earnings as initially determined under
subsection (a);

(B) the ratio of (i) the average of the total wages (as defined
in regulations of the Secretary and computed without regard to
the limitations specified in section 209 (a)) reported to the Secre-
tary of the Treasury or his delegate for the calendar year before
the year in which such redetermination is made to (ii) the average
of the total wages (as so defined and computed) reported to the
Secretary of the Treasury or his delegate for calendar year 1977
or, if later, the calendar year before the year in which the reduc-
tion was first computed (but not counting any reduction made in
benefits for a previous period of disability) ; and

(C) in any case in which the reduction was first computed be-
fore 1978, the ratio of (i) the average of the taxable wages re-
ported to the Secretary for the first calendar quarter of 1977 to
(ii) the average of the taxable wages reported to the Secretary
for the first calendar quarter of the calendar year before the year
in which the reduction was first computed (but not counting any
reduction made in benefits for a previous period of disability).
Any amount determined under this paragraph which is not a
multiple of $1 shall be reduced to the next lower multiple of $1.1

* (g) Whenever a reduction in the total of benefits for any month
based on an individual's wages and self-employment income is made
under this section, each benefit, except the disability insurance benefit,
shall first be proportionately decreased, and any excess of such reduc-
tion over the sum of all such benefits other than the disability insur-
ance benefits shall then be applied to such disability insurance benefit.

Suspension of Benefits Based on Disability

Sec. 225. (a) If the Secretary, on the basis of information obtained
by or submitted to him, believes that an individual entitled to benefits
under section 223, or that a child who has attained the age of eighteen
and is entitled to benefits under section 202(d), or that a widow or
surviving divorced wife who has not attained age 60 and is entitled
to benefits under section 202 (e), or that a widower who has not attained
age 60 and is entitled to benefits under section 202(f), may have
ceased to be under a disability, the Secretary may suspend the pay-
mnent of benefits under such section 202(d), 202(e), 202(f), or 223,
until it is determined (as provided in section 221) whether or not such
individual's disability has ceased or until the Secretary believes that
such disability has not ceased. In the case of any individual whose dis-
ability is subject to determination under an agreement with a State. See. 224(f) was amended by see. 8(J) ot P.L 94-202 and by ee 353(c)(2) ot P.,.
95-21&
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under section 221 (b), the Secretary shall promptly notify the appro-
Sriate State of his action under this subsection and shall request a

prompt determination of whether such individual's disability has
ceased. For purposes of this subsection, the term "disability" has the
meaning assigned to such term in section "223(d). Whenever the bene-
fits of an individual entitled to a disability insurance benefit are sus-
pended for any month, the benefits of any individual entitled thereto
under subsection (b), (c), or (d) of section 202, on the basis of the
wages and self-employment income of such individual, shall be sus-
pended for such month. The first sentence of this subsection shall not
apply to any child entitled to benefits under section 202(d), if he has
attainedl the age of 18 but has not attained the age of 22, for any
month during which he is a full-time studwit. (as defined and deter-

itated under actionn 20-2(d) ).'
(b) Notwithstanding any other provision of this title, payment to

an individual of benefits based on disability (as described in the first
sentence of subsection (a)) shall not be terminated or suspended be-
cause the physical or mental impairment, on which the individual's
entitlement to such benefits is based, has or may have ceased, if-

(1) such individual is participating in an approved vocational
rehabilitation program under a State plan approved under title
I of the Rehabilitation Act of 1973, and

(2) the Commissioner of Social Security determines that the
completion of such program, or its continuation for a specified
period of time, will increase the likelihood that such individual
may (following his participation in such program) be perma-

4 nently removed from the disability benefit rolls.'

This subisection was designated ta) aud Aas ansezded by sec. 301 of P.L. 96-265.

A Subsec. Mb) was added by see. 301 of P.L. 9i6-265 effective December 1b60.
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Entitlement to Hospital Insurance Benefits

Sec. 226.
(a) Every individual who-

(1) has attained age 65, and
(2) is entitled to monthly insurance benefits under section 202,

or would be entitled to those benefits except that he has not filed
an application therefor (or application has not been made for a
Ienelit the entitlement to which for any individual is a condition
of entitlement therefor) and, in conformity with regulations of
the Secretary, files an application for hospital insurance benefits
under part A of title XVIII, or is a qualified railroad retirement
beneficiary,

shall be entitled to hospital insurance benefits under part A of title
XVIII for each month for which he meets the condition specified in
paragraph (1), beginning with the first month after June 1966 for
which he meets the conditions specified in paragraphs (1) and (2).1

(b) Every individual who-
(1) has not attained age 65, and
(2) (A) is entitled to, and has for 24 calendar months been

entitled to, (i) disability insurance benefits under section 223 or
(ii) child's insurance benefits under section 202(d) by reason of
a disability (as defined in section 223(d)) or (iii) widow's insur-
ance benefits under section 202(e) or widower's insurance bene-
fits under section 202(f) by reason of a disability (as defined in
section 223(d)), or (B) is, and has been for not less than 24
months a disabled qualified railroad retirement beneficiary, within
the meaning of section 7(d) of the Railroad Retirement Act of
1974.

shall be entitled to hospital in.•arance benefits under part A of title
XVIII for each month beginning with the later of (1) July 1973 or
(II) the twenty-fifth month of his entitlement or status as a qualified
railroad retirement beneficiary described in paragraph (2), and end-
ing (subject to the last sentence of this subsection) with the month
following the month in which notice of termination of such entitle-
ment to benefits or status as a qualified railroad retirement beneficiary
described in paragraph (2) is mailed to him, or if earlier, with the
month before the month in which he attains age 65. For purposes of

I Subsec. (a) was amended by see. 3(a) of P.L 95-292 and by see. 2ta) of P.L. 96-473.
See. 2(e) of P.L. 96-473 provides: "'(c) For purposes of section 226 of such Act as
amended by subsection (a) of this section. an individual who filed an application for
monthly insurance benefits under section 202 of such Act prior to the effective date of
the amendment made by tubsection (a) shall be deemed to have file'1 an alppslication for
hospital insurance benefits under part A of title XVIII of such Act. at the time he aapplied4

for such benefits under section 202 regardless of the continuing status or effect of the
application for benefits under section 20t2. If he would have been entitled to I euetils under W
that -.Awtiten had i-.lls aiialicattisn rcuasainied in effect.-

190Se. & 26
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this subsection, an individual who has had a period of trial work
* which ended as provided in section 222(c)(4)(A), and whose en-

titlement to benefits or status as a qualified railroad retirement bene-
flciary as described in paragraph (2) has subsequently terminated,
shall be deemed to be entitled to such benefits or to occupy such status
(notwithstanding the termination of such entitlement or status) for
the period of consecutive months throughout all of which the physical
or mental impairment, on which such entitlement or status was based,
continues, and throughout all of which such individual would have
been entitled to monthly insurance benefits under title II or as a quali-
fied railroad retirement beneficiary had such individual been unable
to engage in substantial gainful activity, but not. in excess of 24 such
months.'

I See. ib) was ansended by sec. :3(aI of P.L. 4.65-292 and electivee December lubOl Oy
sees. 103 and 104 of P.L. 96-265.
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* (c) For purposes of subsection (a)-
(1) entitlement of an individual to hospital insurance benefits

for a month shall consist of entitlement to have payment made
under, and subject to the limitations in, part A of title XVIII on
his behalf for inpatient hospital services, post-hospital extended
care services, and post-hospital home health services (as such
terms are defined in part C of title XVIII) fu•rnished him in the
United States (or outside the United States in the case of inpa-
tient hospital services furnished under the conditions described in
section 1814(f) ) during such month; except that (A) no such pay-
ment may be made for post-hospital extended care services fur-
nished before January 1967, and (B) no such payment may be
made for post-hospital extended care services or post-hospital
home health services unless the discharge from the hospital re-
quired to qualify such services for payment under part A of title
XVIII occurred (i) after June 30,1966, or on or after the first day
of the month in which he attains age 65, whichever is later, or (ii)
if he was entitled to hospital insurance benefits pursuant to sub-
section (b), at a time when he was so entitled; and

(2) an individual shall be deemed entitled to monthly insurance
benefits under section 202 or section 223, or to be a qualified rail-

* road retirement beneficiary, for the month in which he died if he
would have been entitled to such benefits, or would have been a
qualified railroad retirement beneficiary, for such month had he
died in the next month.

(d) For purposes of this section, the term "qualified railroad retire-
ment beneficiary" means an individual whose name has been certified
to the Secretary by the Railroad Retirement Board under section
7 (d) of the Railroad Retirement Act of 1974. An individual shall cease
to be a qualified railroad retirement beneficiary at the close of the
month preceding the month which is certified by the Railroad Retire-
ment Board as the month in which he ceased to meet the requirements
of section 7 (d) of the Railroad Retirement Act of 1974.

S 22(d)191
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(e) (1) For purposes of determining entitlement to hospital insur- ,
ance benefits under subsection (b) in the case of widows and widower
described in paragraph (2) (A) (iii) thereof.--

(A) the term "age 60" in sections 20o2(e) (1) (B) (ii), 20-2(a)
(5), 202(f) (1) (B) (ii), and 20"2(f) (6) shall be deemed to read
"age 65"; and

(B) the phrase "before she attained age 60" in the matter follow-
ing subparagraph (F) of section 202(e) (1) and the phrase "be-
fore he attained age 60" in the matter following subparagraph
(F) of wection 202 (f) (1) shall each be deemed to read "based on a
disability".1

(2) For purposes of determining entitlement to hospital insurance
benefits under sub.-Awtion (b) in the case of an individual under age
65 who is entitled to benefits under section 202, and who was entitled
to widows insurance benefits or widower's insurance benefits based on
disability for the month before the first month in which such individ-
ual was so entitled to old-age insurance benefits (but ceased to be en-
titled to such widow's or widower's insurance benefits upon becoming
entitled to such old-age insurance benefits), such individual shall be
deemed to have continued to be entitled to such widow's insurance
benefits or widower's insurance benefits for and after such first month.

(3) For purposes of determining entitlement to hospital insurance
benefits under subsection (b) any disabled widow age 50 or older who Ip
is entitled to mother's insurance benefits (and who would have been
entitled to widow's insurance benefits by reason of disability if she
had filed for such widow's benefits) shall, upon application, for such
hospital insurance benefits be deemed to have filed for such widow's
benefits and shall, upon furnishing proof of such disability prior to

SSubpar. IM %as amended by see. 334(d) (4) (B) of P.L. 95-216.
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IJuly 1, 1974, under such procedures as the Secretary may prescribe, be
demed to have been entitled to such widow's benefits as of the time she
would have been entitled to such widow's benefits if she had filed a
timely application therefor.

(4) For purposes of determining entitlement to hospital insurance
benefits under subsection (b) in the case of an individual described in
clause (iii) of subsection (b) (2) (A), the entitlement of such indi-
vidual to widow's or widower's insurance benefits under section 202 (e)
or (f) by reason of a disability shall be deemed to be the entitlement
to such benefits that would result if such entitlement were determined
without regard to the provisions of section 202(j) (4).1 1

(f) For purposes of subsection (b) (and for purposes of section
1837(g) (1) of this Act and section 7(d) (2) (ii) of the Railroad Re-
tirement Act of 1974), the 24 months for which an individual has to
have been entitled to specified monthly benefits on the basis of dis-
ability in order to become entitled to hospital insurance benefits on
such basis effective with any particular month (or to be deemed to
have enrolled in the supplementary medical insurance program, on
the basis of such entitlement, by reason of section 1837(f)), where
such individual had been entitled to specified monthly benefits of the
same type during a previous period which terminated-

* (1) more than 60 months before the month in which his cur-
rent disability began in any case where such monthly benefits
were of the type specified in clause (A) (i) or (B) of subsection
(b) (2),or

(2) more than 84 months before the month in which his cur-
rent disability began in any case where such monthly benefits
were of the type specified in clause (A) (ii) or (A) (iii) of such
subsection,

shall not include any month which occurred during such previous
period.&

(g) For entitlement to hospital insurance benefits in the case of
certain uninsured individuals, see section 103 of the Social Security
Amendments of 1965.2

Special Provisions Relating to Coverage Under Medicare Program

For End Stage Renal Disease4

Sec. 226A. (a) Notwithstanding any provision to the contrary in
section 226 or title XVIII, every individual who-

& Par. (4) was added by ae.332(a) (3) of P~a. 9W-216
2 Subsecs. (e) and (f) were formerly (h) and (1). These subsections were redesignated by

* we. I(b) of P.L. 95-292, which repealed former subsecs. (e), (f), and (g). Subeec. (e) also
was amended by see. 3(b) of P.U. 95-29L. Subsec. (f) was subaequently redesignated (g) by
see- 103 ot P.L 96-265.

'Subsec. (f) was added by see. 103 of P.L. 14-265 effective December 1980.
BSee. 22"k was added by mee. 1 ot P.L 95-292. effective as speeled l&a se. Got that act,

which Is printed In this document on p. 820.

Sec. 226A(a)193
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(1) (A) is fully or currently insured (as such terms are defined
in section 214 of this Act) or would be fully or currently insured
if his service as an employee (as defined in the Railroad Retire-
ment Act of 1974) after December 31, 1936, were included in the
term "employment" as defined in this Act, or (B) is entitled to
monthly insurance benefits under title II of this Act or an annuity
under the Railroad Retirement Act of 1974, or (C) is the spouse
or dependent child (as defined in regulations) of an individual
who is fully or currently insured or would be fully or currently
insured if his service as an employee (as defined in the Railroad
Retirement Act of 1974) after December 31, 1936, were included
in the term "employment" as defined in this Act, or (D) is the
spouse or dependent child (as defined in regulations) of an indi-
vidual entitled to monthly insurance benefits under title II of this
Act or an annuity under the Railroad Retirement Act of 1974;

(2) is medically determined to have end stage renal disease;
and

(3) has filed an application for benefits under this section;
shall, in accordance with the succeeding provisions of this section, be
entitled to benefits under part A and eligible to enroll under part B of
tide XVIII, subject to the deductible, premium, and coinsurance pro-
visions of that title.

(b) Subject to subsection (c), entitlement of an individual to bene-
fits under part A and eligibility to enroll under part B of title XVIII
by reasons of this section on the basis of end stage renal disease-

(1) shall begin with-
(A) the third month after the mouth in which a regular

course of renal dialysis is initiated, or
(B) the month in which such inIlividual receives a kichdey

transplant, or (if earlier) the first .:anth in which such indi-
vidual is admitted as an inpatient to an institution which
is a hospital meeting the requirements of section 1861 (e) (and
such additional requirements as the Secretary may prescribe
under section 1881 (b) for such institutions) in preparation
for or anticipation of kidney transplantation, but only if such
transplantation occurs in that month or in either of the next
two months,

whichever first occurs (but no earlier than one year preceding the
month of the filing of an application for benefits under this sec-
tion) ; and

(2) shall end, in the case of an individual who receives a kidney
transplant, with the thirty-sixth month after the month in which
such individual receives such transplant or, in the case of an indi- *
vidual who has not received a kidney transplant and no longer
requires a regular course of dialysis, with the twelfth month after
the month in which such course of dialysis is terminated.

See 26A(a) 193-.A
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(c) Notwitlstanding the provisions of subsection (b)-
* (1) in the case of any individual who participates in a self-care

dialysis training program prior to the third month after the
month in which such individual initiates a regular course of renal
dialysis in a renal dialysis facility or provider of services meeting
the requirements of section 1881 (b), entitlement to benefits under
part A and eligibility to enroll under part B of title XVIII shall
begin with the month in which such regular course of renal di-
alysis is initiated;

(2) in any case in which a kidney transplant fails (whether
during or after the thirty-six-month period specified in subsection
(b) (2)) and as a result the individual who received such trans-
plant initiates or resumes a regular course of renal dialysis, en-
titlement to benefits under part A and eligibility to enroll under
part B of title XVIII shall begin with the month in which such
course is initiated or resumed; and

(3) in any case in which a regular course of renal dialysis is re-
sumed subsequent to the termination of an earlier course, entitle-
ment to benefits under part A and eligibility to enroll under part
B of title XVIII shall begin with the month in which such regular
course of renal dialysis is resumed.

Transitional Insured Status

See. 227. (a) In the case of any individual who attains the age of
72 before 1969 but who does not meet the requirements of section
_9.14(a), the 6 quarters of coverage referred to in paragraph (1) of
section 214(a) shall, instead, be 3 quarters of coverage for purposes
of determining entitlement of such individual to benefits under sec-
tion 202(a), and of his wife to benefits under section 202(b), but, in
the case of such wife, only if she attains the age of 72 before 1969

and only with respect to wife's insurance benefits under section 202(b)
for and after the month in which she attains such age. For each month
before the month in which any such individual meets the requirements
of section 214(a), the amount of his old-age insurance benefit .hall,
notwithstanding the provisions of section 202(a), be the largEr of
$64.40 or the amount most recently established in lieu thereof under
•,ection 215(i)1 and the amount of the wife's insurance benefit of his
wife shall, notwithstanding the provisions of section 202(b), be the
larger of $32.20 or the amount most recently established in lieu thereof
under section 215(i).1

(b) In the case of any individual who has died, who does not meet
the requirements of section 214(a), and whose widow attains age 72

* before 1969, the 6 quarters of coverage referred to in paragraph (3)
of section 214(a) and in paragraph (1) thereof shall, for purposes of

I Se appendti 1U

o.- .( £ _~ - - •7
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determining her entitlement to widow's insurance benefits under see-Stion 202 (e) , instead be--
(1) 3 quarters of coverage-if such widow attains the age of 72

in or before 1966,
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(2) 4 quarters of coverage if such widow attains the age of 72
Ln 1967, or 4

(8) 5 quarters of coverage if such widow attains the age of 72
in 1968.

The amount of her widow's insurance benefit for each month shall,
notwithstanding the provisions of section 202(e) (and section 202
(m)), be the larger of $64.40 or the amount most recently established
in lieu thereof under section 215 (i).1

(c) In the case of any individual who becomes, or upon filing appli-
cation therefor would become, entitled to benefits under section 202 (a)
by ruan of the application of subsection (a) of this section, who dies,
and whose widow attains the age of 72 before 1969, such deceased in-
dividual shall be deemed to meet the requirements of subsection (b)
of this section for purposes of determining entitlement of such widow
to widow's insurance benefits under section 202(e).

Benefits at Age 72 for Certain Uninsured Individuals

See. 228. (a) Every individual who-
(1) has attained the age of 72,
(2) (A) attained such age before 1068, or (B) has not less than

3 quarters of coverage, whenever acquired, for each calendar year
elapsing after 1966 and before the year in which he attained such
age,

(3) is a resident of the United States (as defined in subsection
(e)), and is (A) a citizen of the United States or (B) an alien
lawfully admitted for permanent residence who has resided in the
United States (as defined in section 210(i) ) continuously during
the 5 years immediately preceding the month in which he files
application under this section, and

(4) has filed application for benefits under this section,
shall (subject to the limitations in this section) be entitled to a benefit
under this section for each month beginning with the first month after
September 1966 in which he becomes so entitled to such benefits and
ending with the month preceding the month in which he dies. No
application under this section which is filed by an individual more
than 3 months before the first month in which he meets the require-
ments of paragraphs (1), (2), and (3) shall be accepted as an appli-
cation for purposes of this section.

Benefit Amount
(b) (1) Except as provided in paragTaph (2), the benefit amount to

which an individual is entitled under this section for any month shall

I See appendix R.

M W 0
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be the larger of $64.40 or the amount most recently established in lieu
thereof under section 215 (i).'

(2) If both husband and wife are entitled (or upon application
would be entitled) to benefits under this section for any month, the
amount of the husband's benefit for such month shall be the larger of
$64.40 or the amount most recently established in lieu thereof under
section 215 (i) I and the amount of the wife's benefit for such month shall
be the larger of $32.20 or the amount most recently established in lieu
thereof under section 215 (i).1

Reduction for Governmental Pension System Benefits
(c) (1) The benefit amount of any individual under this section for

any month shall be reduced (but not below zero) by the amount of any
periodic benefit under a governmental pension system for which he is
eligible for such month.

(2) In the case of a husband and wife only one of whom is entitled
to benefits under this section for any month, the benefit amount, after
any reduction under paragraph (1), shall be further reduced (but not
below zero) by the excess (if any) of (A) the total amount of any
periodic benefits under governmental pension systems for which the
spouse who is not entitled to benefits tunder this section is eligible for

* such month, over (B) the larger of $32.20 or the amount most recently
established in lieu thereof under section 215(i).'

(3) In the case of a husband and wife both of whom are entitled
to benefits under this section for any month-

(A) the benefit amount of the wife, after any reduction under
paragraph (1), shall be further reduced (but not below zero) by
the excess (if any) of (i) the total amount of any periodic benefits
under governmental pension systems for which the husband is
eligible for such month, over (ii) the larger of $64.40 or the
amount most recently established in lieu thereof under section
215(i)1; and

(B) the benefit amount of the husband, after any reduction
under paragraph (1), shall be further reduced (but not below
zero) by the excess (if any) of (i) the total amount of any pe-
riodic benefits under governmental pension systems for which the
wife is eligible for such month, over (ii) the larger of $32.20 or
the amount most recently established in lieu thereof under section
215(i).'

(4) For purposes of this subsection, in determining whether an
individual is eligible for periodic benefits under a governmental pen-
sion system-. -'..S. appendix E.

See. 28cUA
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(A) such individual shall be deemed to have filed application
for such benefits,

(B) to the extent that entitlement depends on an application
by such individual's spouse, such spouse shall be deemed to have
filed application, and

(C) to the extent that entitlement depends on such individual
or his spouse having retired, such individual and his spouse shall
be deemed to have retired before the month for which the deter-
mination of eligibility is being made.

(5) For purposes of this subsection, if any periodic benefit is pay-
able on any basis other than a calendar month, the Secretary shall
allocate the amount of such benefit to the appropriate calendar months.

(6) If, under the foregoing provisions of this section, the amount
payable for any month would be less than $1, such amount shall be



Se.Mu 220(c)19
reduced to zero. In the case of a husband and wife both of whom
are entitled to benefits under this section for the month, the preceding
sentence shall be applied with respect to the aggregate amount so pay-
able for such month.

(7) If any benefit amount computed under the foregoing provisions
of this section is not a multiple of $0.10, it shall be raised to the next
higher multiple of $0.10.

(8) Under regulations prescribed by the Secretary, benefit payments
under this section to an individual (or aggregate benefit payments
under this section in the case of a husband and wife) of less than $5
may be accumulated until they equal or exceed $5.
Suspension for Months in Which Cash Payments Are Made Under PubUe

Assistance

(d) The benefit to which au'y individual is entitled under this
section for any month shall not be paid for such month if-

(1) such individual receives aid or assistance in the form of
money payments in such month under a State plan approved
under title I, X, XIV, or XVI or part A of title IV, or

(2) such individual's husband or wife receives such aid or as-
sistance in such month, and under the State plan the needs of
such individual were taken into account in determining eligibility
for (or amount of) such aid or assistance,

unless the State agency administering or supervising the administra-
tion of such plan notifies the Secretary, at such time and in such
manner as may be prescribed in accordance with regulations of the
Secretary, that such payments to such individual (or such individual's
husband or wife) under such plan are being terminated with the pay-
ment or payments made in such month and such individual is not an
individual with respect to whom supplemental security income benefits
are payable pursuant to title XVI or section 211 of Public Law 93-66
for the following month, nor shall such benefit be paid for such month
if such individual is an individual with respect to whom supplemental
security income benefits are payable pursuant to title XVI or section
211 of Public Law 93-66 for such month, unless the Secretary deter-
mines that such benefits are not payable with respect to such indi-
vidual for the month following such month.

Suspension Where Individual Is Residing Outside the United States
(e) The benefit to which any individual is entitled under this sec-

tion for any month shall not be paid if, during such month, such
individual is not a resident of the United States. For purposes of this
subsection, the term "United States" means the 50 States and the
District of Columbia.

I I I I
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Treatment as Monthty asur rwe rintnts

* (f) For purlposu ,f ,. ". :1::l of
WP' section 1810 a mo!,.t,' ' ,. a

monthly insurance "-:.t

Annual Pimbur:,em~nt f "-

(g) There a-re
Age and Stir " . -
June "30, 1•,3:. , 

* :ue
Secretary of I. I rv onl
account of-

(1) pa n,-. ... - (,!.'I pre-
ceding fiscal ," 1 viluals:t ~who, as of the i, ::..,f• . ., o.li falls the

"month for wNhili. y:.. .... :.. i :. ,-. •n 3 quarters of
coverage,

(2) the additional ai: lii, ratnie exjwn.;+-s re.•ulting from the
payments described ini lm:ragrapt (i1 . and

(3) any loss in interest to such Trust Fund resulting from such
payments and expenses,

in order to place such Trust Fund in the same position at the end of* sach fiscal year as it would have been in if such payments had not
been made.

Definitions
(h) For purposes of this section-

(1) The term "quarter of coverage" includes a quarter of cover-
age as defined in section 5(1) of the Railroad Retirement Act of
1937.

(2) The term "governmental pension system" means the in-
surance system established by this title or any other system or
fund established by the United States, a State, any political sub-
division of a State, or any wholly owned instrumentality of any
one or more of the foregoing which provides for payment of (A)
pensions, (B) retirement or retired pay, or (C) annuities or
similar amounts payable on account of personal services per-
formed by any individual (not including any payment under any
workmen's compensation law or any payment by the Veterans'
Administration as compensation for service-connected disability
or death).

(3) The term "periodic benefit" includes a benefit payable in
a lump sum if it is a commutation of, or a substitute for, periodic
payments.
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(4) The determination of whether an individual is a husband
or wife for any month shall be made under subsection (h) of sec-
tion 216 without regard to subsections (b) and (f) of section 216.

Benefits in Case of Members of the Uniformed Services

See. 229. (a) For purposes of determining entitlement to and the
amount of any monthly benefit for any month after December 1972,
or entitlement to and the amount of any lump-sum death payment in
case of a death after such month, payable wider this title on the basis of
the wages and self-employment income of any individual, and for
purposes of section 216(i) (3), such individual, if he was paid wages
for service as a member of a uniformed service (as defined in section
210(m)) which was included in the term "employment" as defined in
section 210(a) as a result of the provisions of section 210(1), shall be
deemed to have been paid-

(1) in each calendar quarter occurring after 1956 and before
1978 in which lie was paid such wages, additional wages of $300,
and

(2) in each calendar year occurring after 1977 in which he
was paid such wages, additional wages of $100 for each $300 of
such wages, up to a maximum of $1,200 of additional wages for
any calendar year."

(b) There are authorized to be appropriated to the Federal Old-
Age and Survivors Insurance Trust Fiund, the Federal Disability In-
surance Trust Fund, and the Federal Hospital Insurance Trust Fund
annually, as benefits under this title and part A of title XVIII are
paid after December 1967, such sums as the Secretary determines to
be necessary to meet (1) the additional costs, resulting from subsection
(a), of such benefits (including lump-sum death payments), (2) the
additional administrative expenses resulting therefrom, and (3) any
loss in interest to such trust funds resulting from the payment of such
amounts. Such additional costs shall be determined after any increases
in such benefits arising from the application of section 217 have been
made.

Adjustment of the Contribution and Benefit Base

Sec. 230. (a) Whenever the Secretary pursuant to section 215(i)
increases benefits effective with the June following a cost-of-living
computation quarter, he shall also determine and publish in the Federal
Register on or before November I of the calendar year in which such

I Subsection (a) was amended by see. 353 (d) of Public Law 95-216.
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quarter occurs the contribution and benefit base determined under sub-
section (b) or (c) I which shall be effective with respect to remunera-
tion paid after the calendar year in which such quarter occurs and
taxable years beginning after such year.*

(b) The amount of such contribution and benefit base shall (subject
to subsection (c)) be the amount of the contribution and benefit base
in effect in the year in which the determination is made or, if larger,
the product of-

(1) the contribution and benefit base which is in effect with
respect to remuneration paid in (and taxable years beginning in)
the calendar year in which the determination under subsection
(a) is made, and

(2) the ratio of (A) the average of the total wages (as defined
in regulations of the Secretary and computed without regard to
the limitations sixcified in section 209(a)) reported to the Secre-
tary of the Treasury or his delegate for the calendar year before
the calendar year in which the determination under subsection
(a) is made to (B) the average of the total wages (as so defined
and computed) reported to the Secretary of the Treasury or his

J delegate for the calendar year before the most recent calendar
year in which an increase in the contribution and benefit base was
enacted or a determination resulting in such an increase was made
under subsection (a),

with such product, if not a multiple of $300, being rounded to the next
higher multiple of $300 where such product is a multiple of $150 but
not of $300 and to the nearest multiple of $300 in any other case.3

(c) For purposes of this section, and for purposes of determining
wages and self-employment income under sections 209, 211, 213. and
215 of this Act and sections 1402, 3121, 3122, 3125, 6413, and 6654 of
the Internal Revenue Code of 1954, (1) the "contribution and benefit
base" with respect to remuneration paid in (and taxable years begin-
Aning in) any calendar year after 1973 and prior to the calendar year
with the June of which the first increase in benefits pursuant to section
215(i) of this Act becomes effective shall be $13,200 or (if applicable)
such other amount as may be specified in a law enacted subsequent to
the law which added this section, and (2) the "contribution and benefit
base" with respect to remuneration paid (and taxable years
beginning)-

(A) in 1978 shall be $17,700,
(B) in 1979 shall be $22,900,
(C) in 1980 shall be $25,900, and
(D) in 1981 shall be $29,700.

* See Appendix E.
2Subsection (a) was amended by see. 103(a) (1) of Public Law 95-216.a Subsection (M) was amended by see. 8(b) of Public Law 94-202. and by sec. 103(a) (2)

3' and 353(e) of Public Law 95-216.

See. 230(c)199
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For purposes of determining under subsection (b) the "contribution
and benefit base" with respect to remuneration paid (and taxable years
beginning) in 1982 and subsequent years, the dollar amounts specified
in clause (2) of the preceding sentence shall be considered to have
resulted from the application of such subsection (b) and to be the
amount determined (with respect to the years involved) under that
subsection. For purposes of determining employer tax liability under
section 3221 (a) of the Internal Revenue Code of 1954, for purposes of
determining the portion of the employee representative tax liability
under section 3211(a) of such Code which results from the applica-
tion of the 9.5 percent rate specified therein, and for purposes of com-
puting average monthly compeiisation under section 3(j) of the Rail-
road Retirement Act of 1974, except with respect to annuity amounts
determined under section 3(a) or (3) (f) (3) of such Act, clause (2)
and the preceding sentence of this subsection shall be disregarded.'

(d) Notwithstanding any other provision of law, the contribution
and benefit base determined under this section for any calendar year
after 1976 for purposes of section 40-22(b) (3) (B) of Public Law
93-406, with respect to any plan, shall be the contribution and benefit
base that would have been determined for such year if this section as
in effect immediately prior tc the enactment of the Social Security
Amendments of 1977 had remained in effect without change.2

Benefits in Case of Certain Individuals Interned During World
War II

See. 231. (a) For the purposes of this section the term "internee"
meaus an individual who was interned during any period of time from
December 7, 1941, through December 31, 1946, at a place within the
United States operated by the Government of the United States for the
internment of United States citizens of Japanese ancestry.

SSubs-ection (c) was amended by sec. 103(b) of Public Law 95-216.
2 Subsection (d) was added by see. 103(c) of Public Law 95-216.

199-A Sec. 231(a)
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(b) (1) For purposes of determining entitlement to and the amount
of any monthly benefit for any month after December 1972, or entitle-
ment to and the amount of any lump-sum death payment in the case of

a death after such month, payable under this title on the basis of the
wages and self-employment income of any individual, and for purposes
of section 216(i) (3), such individual shall be deemed to have been paid
during any period after he attained age 18 and for which he was an
internee, wages (in addition to any wages actually paid to him) at a
weekly rate of basic pay during such period as follows--

(A) in the case such individual was not employed prior to the
beginning of such period, 40 multiplied by the minimum hourly
rate or rates in effect at any such time under section 206 (a) (1) of
title 29, United States Code, for each full week during such pe-
riod; and

(B) in the case such individual who was employed prior to the
beginning of such period, 40 multiplied by the greater of (i) the
highest hourly rate received during any such employment, or (ii)
the minimum hourly rate or rates in effect at any such time under
section 206(a) (1) of title 29, United States Code, for each full
week during such period.

(2) This subsection shall not be applicable in the case of any
monthly benefit or lump-sum death payment if-

(A) a larger such benefit or payment, as the case may be, would
be payable without its application; or

(B) a benefit (other than a benefit payable in a lump-sum unless
it is a commutation of, or a substitute for, periodic payments)
which is based, in whole or in part, upon internment during any
period from December 7, 1941, through December 31, 1946, at a
place within the United States operated by the Government of the
United States for the internment of United States citizens of Jap-
anese ancestry, is determined by any agency or wholly owned in-
strumentality of the United States to be payable by it under any
other law of the United States or under a system established by
such agency or instrumentality.

The provisions of clause (B) shall not apply in the case of any monthly
benefit or lump-sum death payment under this title if its application
would reduce by $0.50 or less the primary insurance amount (as com-
puted under section 215 prior to any recomputation thereof pursuant
to subsection (f) of such section) of the individual on whose wages and
self-employment income such benefit or payment is based. The provi-
sions of clause (B) shall also not apply for purposes of section 216
(i) (3).

(3) Upon application for benefits, a recalculation of benefits (by
reason of this section), or a lump-sum death payment on the basis of
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the wages and self-employment income of any individual who was an
* internee, the Secretary of Health, Education, and Welfare shall accept

the certification of the Secretary of Defense or his designee concerning
any period of time for which an internee it. to receive credit under para-
graph (1) and shall make a decision without regard to clause (B) of
paragraph (2) of this subsection unless he has been notified by some
other agency or instrumentality of the United States that, on the basis
of the period for which such individual was an internee, a benefit de-
scribed in clause (B) of paragraph (2) has been determined by such
agency or instrumentality to be payable by it. If the Secretary of
Health, Education, and Welfare has not been so notified, he shall then
ascertain whether some other agency or wholly owned instrumentality
of the United States has decided that a benefit described in clause (B)
of paragraph (2) is payable by it. If any such agency or instrumental-
ity has decided, or thereafter decides, that such a benefit is payable by
it, it shall so notif) the Secretary of Health, Education, and Welfare
and the Secretary shall certify no further benefits for payment or shall
recompute the amount of any further benefits payable, as may be re-
quired by this section.

(4) Any agency or wholly owned instrumentality of the United
States which is authorized by a:iy law of the United States to pay
benefits, or has a system of benefits which are based, in whole or in
part, on any period for which any individual was an internee shall,
at the request of the Secretary of Health, Education, and Welfare,
certify to him, with respect to any individual who was an internee such
information as the Secretary deems necessary to carry out his func-
tions under paragraph (3) of this subsection.

(c) There are authorized to be appropriated to the Trust Funds and
the Federal Hospital Ilsurance Trust Fund for the fiscal year ending
June 30, 1978, such sums as the Secretary determines would place the
Trust Funds and the Federal Hospital Insurance Trust Fund in the
position in which they would have been if the preceding provisions
of this section had not been enacted.

Processing of Tax Data

See. 232. The Secretary of the Treasury shall make available infor-
mation returns filed pursuant to part III of subchapter A of chapter 61
of subtitle F of the Internal Revenue Code of 1954, to the Secretary
for the purposes of this title and title XI. The Secretary and the Sec-
retary of the Treasury are authorized to enter into an agreement for
the processing by the Secretary of information contained in returns
filed pursuant to part HI of subchapter A of chapter 61 of subtitle F

if, of the Internal Revenue Code of 1954. Notwithstanding the provisions



S.cw 232 202 Revised April 1978

of section 6103(a) of the Internal Revenue Code of 1954, the Secretary
of the Treasury shall make available to the Secretary such documents
as may be agreed upon as being necessary for purposes of such proc-
essing. The Secretary shall process any withholding tax statements or
other documents made available to him by the Secretary of the Treas-
ury pursuant to this section. Any agreement made pursuant to this
section shall remain in full force and effect until modified or otherwise
changed by mutual agreement of the Secretary and the Secretary of
the Treasury.'

International Agreements 2

Purpose of Agreement

Sec. 233. (a) The President is authorized (subject to the succeeding
provisions of this section) to enter into agreements establishing totali-
zation arrangements between the social security system established
by this title and the social security system of any foreign country, for
the purposes of establishing entitlement to and the amount of old-
age, survivors, disability, or derivative benefits based on a combina-
tion of an individual's periods of coverage under the social security
system established by this title and the social security system of such
foreign country.

Definitions

(b) For the purposes of this section-
(1) the term "social security system" means, with respect to a

foreign country, a social insurance or pension system which is
of general application in the country and under which periodic
benefits, or the actuarial equivalent thereof, are paid on account
of old age, death, or disability; and

(2) the term "period of coverage" means a period of payment
of contributions or a period of earnings based on wages for
employment or on self-employment income, or any similar period
recognized as equivalent thereto under this title or under the
social security system of a country which is a party to an agree-
ment entered into under this section.

Crediting Periods of Coverage; Conditions of Payment of Benefits

(c) (1) Any agreement establishing a totalization arrangement pur-
suant to this section shall provide-

(A) that in the case of an individual who has at least 6 quar-
ters of coverage as defined in section 213 of this Act and periods of

z Section 232 was added by section 8(b) of Public law 94-202 effective with respect
to income reports received after 197?.

2 Section 238 was added by see. 317(a) of Public Law 95-216.
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coverage under the social security system of a foreign country
which is a party to such agreement, periods of coverage of such
individual under such social security system of such foreign coun-
try may be combined with periods of coverage under this title and
otherwise considered for the purposes of establishing entitlement
to and the amount of old-age, survivors, and disability insurance
benefits under this title;

(B) (i) that employment or self-employment, or any service
which is recognized as equivalent to employment or self-employ-
ment under this title or the social security system of a foreign
country which is a party to such agreement, shall, on or after the
effective date of such agreement, result in a period of coverage
tender the system established under this title or under the system
established under the laws of such foreign country, but not under
both, and (ii) the methods and conditions for determining under
which system employment, self-employment, or other service shall
result in a period of coverage; and

(C) that where an individual's periods of coverage are com-
bined, the benefit amount payable under this title shall be based
on the proportion of such individual's periods of coverage which
was completed under this title.

(2) Any such agreement may provide that-
(A) an individual who is entitled to cash benefits under this

title shall, notwithstanding the provisions of section 202(t),
receive such benefits while he resides in a foreign country which is
a party to such agreement; and

(B) the benefit paid by the United States to an individual who
legally resides in the United States shall, if less when added to the
benefit paid by such foreign country than the benefit amount
which would be payable to an entitled individual based on the
first figure in (or deemed to be in) column IV of the table in sec-
tion 215(a) in the case of an individual becoming eligible for
such benefit before January 1, 1979, or based on a primary insur-
ance amount determined under section 215(a) (1) (C) (i) (I) in
the case of an individual becoming eligible for such benefit on or
after that date, be increased so that the total of the two benefits
is equal to the benefit amount which would be so payable.

(3) Scection 226 shall not apply in the case of any individual to
whom it would not be applicable but for this section or any agreement
or regulation under this section.

(4) any such agreement may contain other provisions which are
not inconsistent with the other provisions of this title and which the
President deems appropriate to carry out the purposes of this section.
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Regulations

(d) The Secretary of Health, Education, and Welfare shall make
rules and regulations and establish procedures which are reasonable
and necessary to implement and administer any agreement which has
been entered into in accordance with this section.

Reports to Congress; Effective Date of Agreements

(e) (1) Any agreement to establish a totalization arrangement
entered into pursuant to this section shall be transmitted by the Presi-
dent to the Congress together with a report on the estimated number
of individuals who will be affected by the agreement and the effect of
the agreement on the estimated income and expenditures of the pro-
grams established by this Act.

(2) Such an agreement shall become effective on any date,
provided in the agreement, which occurs after the expiration of the
period (following the date on which the agreement is transmitted in
accordance with paragraph (1)) during which each House of the Con-
gress has been in session on each of 90 days; except that such agree-
ment shall not become effective if, during such period, either House of
the Congress adopts a resolution of disapproval of the agreement.

N
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TITLE III-GRANTS TO STATES FOR UNEMPLOYMENT
COMPENSATION ADMINISTRATION
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Sec. 303. Provisions of State Laws ----------------------------------- 203
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Appropriations

Section 301. The amounts made available pursuant to section
901(c) (1) (A) for the purpose of assisting the States in the adminis-
tration of their unemployment compensation laws shall be used as
hereinafter provided.

Payments to States

Sec. 302. (a) The Secretary of Labor shall from time to time certify
to the Secretary of the Treasury for payment to each State which has
an unemployment compensation law approved by the Secretary of

* Labor under the Federal Unemployment Tax Act such amounts as
the Secretary of Labor determines to be necessary for the proper and
efficient administration of such law during the fiscal year for which
such payment is to be made. The Secretary of Labor's determination
shall be based on (1) the population of the State; (2) an estimate of
the number of persons covered by the State law and of the cost of
proper and efficient administration of such law; and (3) such other
factors as the Secretary of Labor finds relevant. The Secretary of
Labor shall not certify for payment under this section in any fiscal
year a total amount in excess of the amount appropriated therefor for
such fiscal year.

(b) Out of the sums appropriated therefor, the Secretary of the
Treasury shall, upon receiving a certification under subsection (a)
pay, through the Fiscal Service of the Treasury Department and prior
to audit or settlement by the General Accounting Office, to the State
agency charged with the administration of such law the amount so
certified.

Provisions of State Laws

Sec. 303. (a) The Secretary of Labor shall make no certification
for payment to any State unless he finds that the law of such State,. 'This table of contents does not appear In the law.
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approved by him under the Federal Unemployment Tax Act, includes
provision for-

(1) Such methods of administration (including after Jan-
uary 1, 1940, methods relating to the establishment and mainte-
lance of personnel standards on a merit basis, except that the
Secretary of Labor shall exercise no authority with respect to the
selection, tenure of office, and compensation of any individual
employd in accordance with such methods) as are found by the
Secretary of Labor to be reasonably calculated to insure full
payment of unemployment compensation when due; and

(2) Payment of unemployment compensation solely through
public employment offices or such other agencies as the Secretary
of Labor may approve; and

(3) Opportunity for a fair hearing, before an impartial tri-
bunal, for all individuals whose claims for unemployment com-
pensation are denied; and

(4) The payment of all money received in the unemployment
fund of such State (except for refunds of sums erroneously paid
into such fund and except for refunds paid in accordance with
the provisions of section 3305(b) of the Federal Unemployment
Tax Act), immediately upon. such receipt, to the Secretary of the
Treasury to the credit of the Unemployment Trust Fund estab-
lished by section 904; and

(5) Expenditure of all money withdrawn from an unemploy-
ment fund of such State, in the payment of unemployment com-
pensat ion, exclusive of expenses of administration, and for refunds
of sums erroneously paid into such fund and refunds paid in
accordance with the provisions of section 3305(b) of the Federal
Unemployment Tax Act: Provided. That an amount equal to the
amount of employee payments into the unemployment fund of a
State may be used in the payment of cash benefits to individuals
with respect to their disability, exclusive of expenses of adminis-
tration: Provided further, That the amounts specified by section
903(c) (2) may, subject to the conditions prescribed in such sec-
tion, be used for expenses incurred by the State for administra-
tion of its unemployment compensation law and public employ-
ment offices; and

(6) The making of such reports in such form and containing
such information, as the Secretary of Labor may from time to
time require, and compliance with such provisions as the Secre-
tary of Labor may from time to time find necessary to assure the
correctness and verification of such reports; and

(7) Making available upon request to any agency of the United
States charged with the administration of public works or assist-
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ance through public employment, the name, address, ordinary
occupation and employment status of each recipient of unem-
ployment compensation, and a statement of such recipient's rights
to further compensation under such law; and

(8) Effective July 1, 1941, the expenditure of all moneys re-
ceived pursuant to section 302 of this title solely for the purposes
and in the amounts found necessary by the Secretary of Labor for
the proper and efficient administration of such State law; and

(9) Effective July 1, 1941, the replacement, within a reasonable
time, of any moneys received pursuant to section 302 of this title,
which, because of arhy action or contingency, have been lost or
have been expended for purposes other than. or in amounts in
excess of, those found necessary by the Secretary of Labor for
the proper administration of such State law.

(b) Whenever the Secretary of Labor, after reasonable notice and
opportunity for hearing to the State agency charged with the admin-
istration of the State law, finds that in the administration of the law
there is-

(1) a denial, in a substantial number of cases, of unemploy-
ment compensation to individuals entitled thereto under such
law; or

(2) a failure to comply substantially with any provision speci-
fied in subsection (a) ;

the Secretary of Labor shall notify such State agency that further
payments will not be made to the State until he is satisfied that there
is no longer any such denial or failure to comply. Until the Secretary
of Labor is so satisfied, he shall make no further certification to the
Secretary of the Treasury with respect to such State: Provided, That
there shall be no finding under clause (1) until the question of entitle-
ment shall have been decided by the highest judicial authority given
jurisdiction under such State law: Provided further, That any costs
may be paid with respect to any claimant by a State and included as
costs of administration of its law.

(c) The Secretary of Labor shall make no certification for pay-
ment to any State if he finds, after reasonable notice and opportunity
for hearing to the State agency charged with the administration of
the State law-

(1) That such State does not make its records available to
the Railro,.A Retirement Board, and furnish to the Railroad
Retirement Board at the expense of the Railroad Retirement
Board such copies thereof as the Railroad Retirement Board
deems necessary for its purposes; or

(2) That such State is failing to afford reasonable cooperation
with every agency of the United States charged with the admin-
istration of any unemployment insurance law.

Sec. 303(c)205



Revised November 1980

(d) (1) The State agency charged with the administration of the
* State law-

( A) shall di.-clost, upon request and on a reiniiumr.able basis.
to officers and einjloyees of the l)ej)artnient of Agriculture altd
to officers or enIplovees of any State food .-tamp agency any of the
following in forimatiin contained in the records of such State
agency--

(i) wage information.
(ii) whether all individual is receiving. has received. or

has made aljiplication for. uieneijloyment comlpen.-ation, and
the amount of any .mch conipen.sation heing received (or to
Ibe received) by such individual.

(iii) the current (or nmost recent) hoitle address of such
individual, and

(iv) whether an individual lhas refused an offer of employv-
ment and. if so. a ties'rilotion of the enijloynient so offered
and the terms. conditions. andi rate of pay therefor. and

(B) shall establi.-]h such safeguards as are neces.-ary (as deter-
linned by the Secretary of Labor in regulations) to in.-ure that
information disclosed tinder suiplaragraph (A) is used only for

purposes of deterlilning an indivn iual's eligibilitV for lbenefits.
or the amtoulnt of benefits, under the food stail,p lirogram estab-
lished tinder the Food Stanm1p Act of 1977.

(2) Whenever the Secretary of Labor. after reasonable notice'
and opjortllnitV for hearing to the State agency charged with the
administration of the State law. finds that there is a failure to
colllply substantially withl tile re(jiireiiellnts of l)aragralph (1).
the Secretary of Labor shall notify .uclh State agency that further
p)aynents will not Ixe inade to the State until he is satisfied! that
there is no longetr any sutch failure. [ ntil the Secretary of Labor
i5., so satisfied. lie shall make no further certification to the Secre-
tar' of the TIreasury with respect to such State.

(3) For iirpo.-,es of this subi,.ection, the term --state food stamlp
agency" eians any agency descrilbed in section 3(n)(1) of the
Food Stamp Act of 1977 which adlministers the food staph 1, r-
grain established tinder such Act.'

(e) (1) T1ie State agency charged with the adinillistration of the
State law-

(A) shall disclose, upon request and on a reimbursable basis,
directly to officers or employees of any State or local child sup-
port enforcement agency any wage information contained in the
records of such State agency, and

I Subsec. (d) was added by see. 127 of P.L 93-249.
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(B) shall establish such safeguards as are necessary (as de-
termined by the Secretary of Labor in regulations) to insure that
information disclosed under subparagraph (A) is used only for
purpo.-s of establishing and collecting child support obligations
from, and locating, individuals owing such obligations.

For purposes of the precedingsentence, the term "child support. obliga-
tions" only includes obligations which are. beimg enfo1ced pursuant to

a plan described in sectionn 454 of this Act which has been approved
by the Secretary of Health and Human Services under part D of
title IV of this Act.

(2) Whenever the Secretary of Labor. after reasonable notice and
opportunity for hearing to the State agency charged with the admninis-
tration of the State law. finls that there is a failure to comply sub-
stantially with the requirements of paragraph (1). the Secretary of
Labor shall notify :.uch State agency that further payments will not
le made to the State until he is satisfied that there is no longer any
such failure. Until the Secretary of Labor is so satisfied, he shall make
no further certification to the Secretary of the Treasury with respect
to such State.

(3) For purposes of this s.ubiection. the tern' "'State or local child
support. enforcement agency" nietIa lus a1y agency of a State or political
subdivision thereof operating pusruamat to a plan described in the last
.sntence of paragraph (1).-'

Judicial Review

Sec. 304. (a) Whenever the Secretary of Labor-
(1) finds that a State law does not include any provision

specified in section 303(a), or
(2) makes a finding with respect to a State under subsection

(b), (c), (d), or (e) of section 303,
such State may, within 60 (lays after the Governor of the State has
been notified of such action, file with the United States court of
appeals for the circuit in whii'ch such State is located or with the
United States Court of Appeals for the l)istrict of Columbia, a pe-
tition for review of such action. .A copy of the petition shall be forth-
with transmitted by the clerk of the court to the Secretary of Labor.
The Secretary of Labor thereupon shall file in the court the record of
the proceedings on which he based his action as provided in section
2112 of title 28, United States Code.

(b) The findings of fact by the Secretary of Labor, if supported
by substantial evidence, shall be conclusive; but the court, for good
cause shown, may remand the case to the Secretary of Labor to take
further evidence and the Secretary of Labor may thereupon make new

I This subsee. was added by see. 408 of P.L. 96-265 and was redesignated as sub..ee. te)
by 4;. 1 ej (1 ) of P.L. 96 473.

2 Par t21 was umetztded t oy sec. 127 tif I'.L. 96-240. iby %ec. 408 of P.L. 96-265. and Ioy *,ee.
6(e) (2) of P.L. 96-473.
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or modified findings of fact and may modify his previous action, and
* shall certify to the court the record of the further proceedings. Such

new or modified findings of fact shall likewise be conclusive if sup-
ported by substantial evidence.

(c) The court shall have jurisdiction to affirm the action of the
Secretary of Labor or to set it aside, in whole or in part. The judp-
ment of the court shall be subject to review by the Supreme Coui
of the United States upon certiorari or certification as provided in
section 1254 of title 28 of the United States Code.

(d) (1) The Secretary of Labor shall not withhold any certifica-
tion for payment to any State under section 302 until the expiration
of 60 days after the Governor of the State has been notified of the
action referred to in paragraph (1) or (2) of subsection (a) or until
the State has filed a petition for review of such action, whichever
is earlier.

(2) The commencement of judicial proceedings under this section
shall stay the Secretary's action for a period of 30 days, and the court
may thereafter grant interim relief if warranted, including a further
stay of the Secretary's action and including such other relief as may
be necessary to preserve status or rights.

(e) Any judicial proceedings under this section shall be entitled to,
and, upon request of the Secretary or the State, shall receive a prefer-
ence and shall be heard and determined as expeditiously as possible.

See. 304 (e)206-A
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Part A-Aid to Families With Dependent Children
Appropriation

Section 401. For the purpose of encouraging the care of dependent
children in their own homes or in the homes of relatives by enabling
each State to furnish financial assistance and rehabilitation and other
services, as far as practicable under the conditions in such State, to
needy dependent children and the parents or relatives with whom
they are living to help maintain and strengthen family life and to
help such parents or relatives to attain or retain capability for the
maximum self-support and personal independence consistent with the
maintenance of continuing parental care and protection, there is hereby
authorized to be appropriated for each fiscal year a sum sufficient to
carry out the purposes of this part. The sums made available under
this section shall be used for making payments to States which have
submitted, and had approved by the Secretary of Health, Education,
and Welfare, State plans for aid and services to needy families with
children.

State Plans for Aid and Services to Needy Families With
Children

See. 402. (a) A State plan for aid and services to needy families
with children must-

(1) provide that it shall be in effect in all political subdivisions
of the State, and, if administered by them, be mandatory upon them;

(2) provide for financial participation by the State;
(3) either provide for the establishment or designation of a single

State agency to administer the plan, or provide for the establishment
or designation of a single State agency to supervise the administration
of the plan;

I This table of contents does not appear in the law.
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(4) provide for granting an opportunity for a fair hearing before
* the State agency to any individual whose claim for aid to families with

dependent children is denied or is not acted upon with reasonable
promptness;

(5) provide such methods of administration (including after
January 1, 1940, methods relating to the establishment and mainte-
nance of personnel standards on a merit basis, except that the Secre-
tary shall exercise no authority with respect to the selection, tenure of
office, and compensation of any individual employed in accordance
with such methods) as are found by the Secretary to be necessary for
the proper and efficient operation of the plan; and'

(6) provide that the State agency will make such reports, in
such form and containing such information, as the Secretary may
from time to time require, and comply with such provisions as the
Secretary may from time to time find necessary to assure the correct-
ness and verification of such reports;

(7) except as may be otherwise provided in clause (8), provide
that the State agency shall, in determining need, take into considera-
tion any other income and resources of any child or relative claiming
aid to families with dependent children, or of any other individual
(living in the same home as such child and relative) whose needs the
State determines should be considered in determining the need of the

* child or relative claiming such aid, as well as any expenses reasonably
attributable to the earning of any such income; .

I In the case of Guam, Puerto Rico, and the Virgin Islands, Section 402(a) (5) reads
as follows:

"(5) provide (A) such methods of administration (including after January 1, 1940.
methods relating to the establishment and maintenance of personnel standards on a merit
basis, except that the Secretary shall exercise no authority with respect to the selection,
tenure of office, and compensation of any individual employed in accordance with such
methods) as are found by the Secretary to be necessary for the proper :,nd efficient oper-
ation of the plan, and (B) for the training and effective use of paid subprofessional staff,
with particular emphasis on the full-time or part-time employment of recipients and
other persons of low income, as community services aides, in the administration of the
plan and for the use of nonpaid or partially paid volunteers in a social service volunteer
program in providing services to applicants and recipients and in assisting any advisory
committees established by the State agency; and".

2 P.L. 90-248, see. 248(c), provides:
"Offectsve July 1, 1969, neither the provisiond of clauses (A) through (C) of section

402(a) (7) of such Act as in effect before the enactment of this Act nor the provisions
of section 402(a) (8) of such Act as amended by section 202(b) of this Act shall apply
in the case of Puerto Rico, the Virgin Islands, or Guam. Effective no later than July 1.
1972. the State plans of Puerto Rico, the Virgin Islands, and Guam approved under sec-
tion 402 of such Act shall provide for the disregarding of income in making the deter-
mination under section 402(a) (7) of such Act in amounts (agreed to between the Secre-
tary and the State agencies involved) sufficiently lower than the amounts specified In
section 402 (a) (8) of such Act to reflect appropriately the applicable differences in income
levels."

P.L. 93-647, see. 101(c) (1), provides:
"Notwithstanding the provisions of section 402(a) of the Social Security Act. in addition

to the amounts required to be disregarded under clause (8) (A) of such section. there is. imposed the requirement (and the State plan shall be deemed to include the requirement)
that for the 15 months beginning July 1, 1975. in making the determination under clause
(7), the State agency shall with respect to any month in such year and in addition to the
amounts required to be disregarded under clause (8) (A), disregard amounts payable under
section ,T(a) (1)."

Odin
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(8) provide that, in making the determination under clause (7),
the State agency-

(A) shall with respect to any month disregard-
(i) all of the earned income of each dependent child re-

ceiving aid to families with dependent children who is (as
determined by the State in accordance with standards pre-
scribed by the Secretary) a full-time student or part-time
student who is not a full-time employee attending a school,
college, or university, or a course of vocational or technical
training designed to fit him for gainful employment, and

(ii) in the case of earned income of a dependent child not
included under clause (i), a relative receiving such aid, and
any other individual (living in the same home as such rela-
tive and child) whose needs are taken into account in making
such determination, the first $30 of the total of such earned
income for such month plus one-third of the remainder of
such income for such month (except that the provisions of
this clause (ii) shall not apply to earned income derived from
participation on a project maintained under the programs
established by section .132 (b) (2) and (3)) ;and

(B) (i) may, subject to the limitations prescribed by the
Secretary, permit all or any portion of the earned or other income
to be set aside for future identifiable needs of a dependent child,
and (ii) may, before disregarding the amounts referred to in sub-
paragraph (A) and clause (i) of this subparagraph, disregard
not more than $5 per month of any income; except that, with
respect to any month, the State agency shall not disreg&r rd any
earned income (other than income referred to in subparagraph
(B)) of-

(C) any one of the persons specified in clause (ii) of subpara-
graph (A) if such person-

(i) terminated his employment or reduced his earned in-
come without good cause within such period (of not less than
30 days) preceding such month as may be prescribed by the
Secretary; or

(ii) refused without good cause, within such period pre-
ceding such month as may be prescribed by the Secretary, to
accept employment in which he is able to engage which is
offered through the public employment offices of the State, or
is otherwise offered by an employer if the offer of such em-
ployer is determined by the State or local agency administer-
ing the State plan, after notification by him, to be a bona fide
offer of employment; or

(D) any of such persons specified in clause (ii) of subpara-
graph (A) if with respect to such month the income of the per-
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sons so specified (within the meaning of clause (7)) was in excess
of their need as determLied by the State agency pursuant to

- p clause (7) (without regard to clause (8)), unless, for any one of
the four months preceding such month, the needs of such person
were met by the furnishing of aid under the plan; or '1

(E) any of the persons specified in clause (ii) of subparagraph
(A) with respect to which there is a failure without good cause
to make a timely report (as prescribed by the State plan) to the
State agency; 2

(9) provide safeguards which restrict the use of disclosure of
information concerning applicants or recipients to purposes directly
connected with (A) the administration of the plan of the State ap-
proved under this part, the plan or program of the State under part
B. C, or D of this title or under title I, X, XIV, XVI, XIX, or XX,
or the supplemental security income program established by title XVI,
(B) any investigation, prosecution, or criminal or civil proceeding,
conducted in connection with the administration of any such plan or
program, (C) the administration of any other Federal or federally
assigned program which provides assistance, in cash or in kind, or
services, directly to individuals on the basis of need, and (D) any
audit or similar activity conducted in connection with the adminis-
tration of any such plan or program by any governmental entity which

* is authorized by law to conduct such audit or activity; and the safe-
guards so provided shall prohibit disclosure, to any committee or
legislative body (other than an entity referred to in clause (D) with
respect to an activity referred to in such clause), of any information
which identifies by name or address any such applicant or recipient; 5

(10) provide, effective July 1, A951, that all individuals wishing to
make application for aid to families with dependent children shall
have opportunity to do so, and that aid to families with dependent
children shall, subject to paragraphs (25) and (26), be furnished with
reasonable promptness to all eligible individuals; '

(11) provide for prompt notice (including the transmittal of all
relevant information) to the State child support collection agency
(established pursuant to part D of this title) of the furnisi` ,ig of aid
to families with dependent children with respect to a child who has
been deserted or abandoned by a parent (including a child born out of
wedlock without regard to whether the paternity of such child has
been established) ; '

S See also iew. 101(c) (1) of P.L. 93-647.
-2 Subpar. (E) was added by see. 302 of P.L 96-272.
3 See. 402(a) (9) was amended by P.L. 93-647. 94-88, and (effective Sept. 1, 19so) by

hec. 403 of P.L. 96-265.
4 Sees. 402(a) (101 and 402(a) (11) were amended by P.L. 93-647.
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(12) provide, effective October 1, 1950, that no aid will be fur-
nished any individual under the plan with respect to any period with
respect to which he is receiving old-age assistance under the State
plan approved under section 2 of this .AcL;

(13) [Repealed].'
(14) [Repealed].:
(15) provide as part of the program of the State for the provision of

services under title XX (A) for the development of a program, for
each appropriate relative and dependent child receiving aid under the
plan and for each appropriate individual (living in the same home as a
relative and child receiving such aid) whose needs are taken into ac-
count in making the determination under clause (7), for preventing
or reducing the incidence of births out of wedlock and otherwise
strengthening family life, and for implementing such program by
assuring that in all appropriate cases (including minors who can be
considered to be sexually active) family planning services are offered
to them and are provided promptly (directly or under arrangements
with others) to all individuals voluntarily requesting such services,
but acceptance of family planning services provided under the plan
shall be voluntary on the part of such members and individuals and
shall not be a prerequisite to eligibility for or the receipt of any other
service under the plan; and (B) to the extent that services provided
ander this clause or clause (14) are furnished by the staff of the State
ageticy or the local agency administering the State plan in each of the
political subdivisions of the State, for the establishment of a single
organizational unit in such State or local agency, as the case may be,
responsible for the furnishing of such services: 1

I In the case of Guam. Puerto Rico. and the Virgin Islands.,,ee. 402(a( 1" . (14). and
(13p read as follows:

"(13) provide a description of the services wh.ch the State agency makes available
to maintain and strengthen family life f.,r children, including a description of the steps
taken to assure, in the provision of such services, maximum utilization of other agen-
cies providing similar or related servhtes :

".414) provide for the development and application of a program for such family serv-
Ices as defined In .-ection 406(do and child welfare services, as defined In section 425,
for each child and relative who receive. aid to families wit'. dependent children and
each appropriate individual (living in Lhe same home as a relative and child receiving
.-uch aid whose needs are talken into account in making the determination under clause
(7)), as may h0e necessary in the light of the particular home conditions ind other needs
of such child, relative, and individuals. In order to assist such child, relative, and In-
dlviluals to attain or retain capabli;y for self-support and care and in order to main-
tain and strengthen family life and to foster child development ;

"(15) provide (A) for the development of a program, for each appropriate relative and
dependent child recelving aid under the plan and for each appropriate individual (living
In the -ame home as a relative and child receiving such aid) whose needs are taken Into
account In making the determination under clause (7), for preventing cr reducing the
Incidence of births out of wedlock and otherwise strengthening family life, and for
Implementing such program by assuring that in all appropriate cases (including m!nors
who can be con-ldered to be sexually active) family planning services are offered to
theim and are provided promptly (directly or under arrangements with others) to all

(('ontiiued)
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(16) provide that where the State agency has reason to believe that
* the home in which a relative and child receiving aid reside is unsu:. -

able for the child because of the neglect, abuse, or exploitation of such

child it shall bring such condition to the attention of the appropriate
court or law enforcement agencies in the State, providing such data
with respect to the situation it may have;

(17) [Repealed].
(18) [Repealed].
(19) provide-

(A.) that %ever iniividtial. as a condition of eligibility for aid
under this p~art. shall register for iiianpower s~.rvices. training.
eiploynwvnt. and oth hr ,lillo(yliett-r elated ac.tivit ies ( imel uding
eiilllovment search. not to et'xeed eight we#ks in total in each
year) with the Secretary of Laibr as provided by regulations
issued by him. iih.l-s su,.h individual is-

(i) a child who is under age 16 or attending school full
time;

(ii) a person who is ill, incapacitated, or of advanced age;
(iii) a person so remote from a work incentive project

that his effective participation is precluded;
(iv) a person whose presence in the home is required be-

cause of illness or incapacity of another member of the house-
hold;

(v) a mother or other relative of a child under the age of
six who is caring for the child:

(vi) the mother or other female caretaker of a child, if
the father or another adult male relative is in the home and
not excluded by clause (i), (ii), (iii), or (iv) of this subpara-
graph (unless he has failed to register as required by this
subparagraph, or has been found by the Secretary of Labor
to have refused without god cause to lparticipate under a
work inicent ive program or accept. eniployiiient as described
in sbpnllaragraplh (F) of this paragraph) : or

(vii) a, person who is working not less than 30 hours 1eli
week;

and that any individual referred to in clause. (v) shall be advised
of her option to register, if she so desires. pursuant to this para-
graph, and shall be informed of the child care services (if any)

(Cotimloi)

Individuals voluntarily requesting such services, but acceptancee of family planning
servites pra'lded under the plan shall be voluntary on the part of such members and
Individuals and -hall not be a prere, uiuite to eligi ility for or the receipt of any other
service under the plan: and (I0) to the extent that services provided under this clause
or clause (14) are furnished loy the staff of the State agency or the local :g,.ncy ad-
ministering the State ploan In cach of the political subdirltions of the State. for the
establishment of a single urganl7a1i,,ial unit in s.,,h State or local agency, as the case
may be. responsible for the furnishing of such service ;'.

614-5A () - 6U- 79
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which will be available to her in the event she should decide so
to register: '

I B) that aid to families with dependent children under the plan
will not. be denied by reason of such resist rat ion or the individual's
certification to the Ste-retary of Labor under sulbparaguraph (G)
of this phragr'apli. or by reason of an individual's l)artwicllation
on a project under the program established by section 432 (b)
(2) or (3) ; 2

(C) for arrangements to assure that there will be made a
non-Federal contribution to the work incentive programs estab-
lished by part C by appropriate agencies of the State or private
organizations of 10 per centum of the cost of such programs, as
specified in section 435(b) ;

(D) that (i) training incentives authorized under section
434 shall be disregarded in determining the needs of an individual
:ander section 402(a) (7). and (ii) in (leterm in ing .uch individual's
needs the additional expen.-es attriblutable to his participation in
a program established by section 432(b) (2) or (3) shall Ie taken
into account : '

(E) [Repealed].
(F) that if (and for such period as is prescribed under joint

regulations of the Secretary and the Secretary of Labor) any
child. relative or individual has beeIn found by the Secretary of
Labor under actionon 433(g) to have efw.--ed without good cause '
to participate under a work incentive program established by part
C with respect to which the Secretary of Labor has determined
his participation is consistent. with the purposes of such part. C,
or to have refused without good cause to accept emnployment in
which he is able to engage which is offered through the public
employment offices of the State, or is otherwise offered by an ein-
ployer if the offer of such employer is determined, after notifica-
tion by him, to be a bona fide offer of employment-

(i) if the relative makes such refusal, such relative's
needs shall not be taken into account in making the deter-
mination under clause (7), and aid for any dependent child
in the family in the form of payments of the type described
in section 406(b) (2) (which in such a case shall be without
regard to clauses (A) through (E) thereof) or section 408
will be made;

(ii) aid with respect to a dependent child will be denied
if a child who ;s the only child receiving aid in the family
makes such refusal;

t Subpar. (A) was amended by sec. 401 of P.L. 96-265 effective Sept. 30, 1980.
2 Subpar. (B) war amended by see. 401 of P.L. 96-265 effective Sept. 30, 1980.
'Subpar. (D) was amended by see. 401 of P.. 96-265.
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(iii) if there is more than one child receiving aid in
the family, aid for any such child will be denied (and his
needs will not be taken into account in making the deter-
nmination under clause (7)) if that child makes such refusal;
and

(iv) if such individual makes such refusal. such individ-
ual's needs shall not. be taken into account in making the
determination under clause (7) ;1

(G) that the State agency will have ill effect a special program
which (i) will be administered by a sPparate admlinistrative unit
which will, t,, thle nmaxiniwm extent feasible. be located in the
same facility as thliUt tilizeil for the admlninist.t'ation of programs
et.-tablished I'tiarit to .wcl1ion 43201)) (1). (2), or (3) ) and the
(tijl',iiyees O)f which will. to the lliaxilmiti extent feasible. per-
fornIi 'er.res .aii ili t' connect ion wit Ih tlt administ rat ion of .- tich
jiogr'iUii, (ii) w 'l provide throughh arl''llrgellentt l with (,thrl.S
()r otler'wi.,) fmr individuals whlo) have ell 1'ejg.-tr.1ed l)'istiant
to sulbpaa•gtriaph i ) of t his paragralaph I ) in acetorl',ilnce with
the ordvr h of pIriority iisted in section 4:;33(a ). Stclh lhalth. vtw&a-
t iolal reliluilitat ion. conull -l I-g. ,'lil(1 a'll(. nOthTr t'" ial and
.-Upportiive scr ict•s as alre iecer-:avy to enable such individuals
to itt'celt etlo -lyi"erllilt(r (Ie'ere1i'te iia lllowt'r training lp)'Ovided
under section -132(b) (1). (2). or (3). -.nd will. when arrange-
liAtents havee been tmade' to provide tt..e-sal'v suplrtiive services,
iriludilig cklil(I care. certqifv to the *.4ecrletarV of Labor those in-
dividuals whto are ready for eizi~loyiieiit o)r" training uider .-ec-
tion 4.,(b) (1). •21 4)r (3). (11) Such .,o.iai and .- 1hil,)rtive
.e'cr.-its art' llevv.:a'i'v ti elale :-twli inllividhials as d&hter'iiined
appirop~riate Iby the Set•i'etary of lalhor actively to ellgaget ill ,other

uli~loylnent -relate~i (iuwludting but Hot limiiited to employment
sea.rtcl') activities, as well as timely payVment for nieceý.-a'v (.111-
iloynviitt ,eard'ch eXlwt.-Ies, and (III) for it period deemed ap-
!IrOPriate biy the secretaryy of Labor after such an individual
accepts. enqiployieit . .-uIehi .'o'ial amidI :Il1portive se'rvicc ias are
rean.l.Iable and ict..sarv to enable himit to retail .Ilch emtploy-
mient. (iii) will participate in tihe thd'velopnmejih of o)peratiomal
and emldoyability plan.- under section 133 b) : and (iv) provides
for piurpo:.se of clause (it). that. witeh more than one kind of
child care is available. tihe mimother nkav choose the tVpe. blut she
may not. refu.-,e to accept child care .ervice., if they aie available;
and

1 Subioar. (Fp wa: anwuded by s";'. 4411 of P.L. 9i6 265 effective Sept. :;0. 3 !'0 o.
: Subpar. iG, Puas aueuded by see. 401 of P. L. 9i6 26I5 effeetiev Sept. 10, 1 i5',i.
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1 Ii,.t mi .jI i% 1lud IiJ rticipating in elnj)Ioynlent search
art I It It-!- , I It It( f•.* ,.irt'rei to vIIj I ltlvent opportunities which
414) J,,l Iiiet the ,'Tit.eria for appiropriate work and training to
wlhitch an iii,liviiitdal mtiay ,)tlkhrwi-se be assigned under We'tion
432h) (l). 21 ,r (3)

120) provide tlat thle State has in effect a State plan for foster care
and adoption a::-i:taiice approved under part E of this title;

(21) [Repealed].
(22) [Repealed].
(23) provide that by July 1. 1969, the amounts used by the State to

determine the needs of individuals will have been adjusted to reflect
fully changes in living costs since such amounts were established, and
any inaxintums that the State imposes on the amount of aid paid to
families will have been proportionately adjusted;

(24) provide that if an individual is receiving benefits tinder title
XVI, then, for the period for which such benefits are received, such
individual shall not be regarded as a member of a family for purposes
of determining the amount of the benefits of the family tinder this title
and his income and resources shall not be counted as income and
resources of a family tinder this title:

(25) provide (A) that, as a condition of eligibility under the plan,
each applicant for or recipient of aid shall furnish to the State agency
his social security account number (or numbers, if he has more than
one such number), and (B) that such State agency shall utilize such
account numbers, in addition to any other means of identification it
may determine to employ in the administration of such plan;

(26) provide that, as a condition of eligibility for aid, each applicant
or recipient will be required-

(A) to assign the State any rights to support from any other
person such applicant may have (i) in his own behalf or in behalf
of any other family member for whom the applicant is applying
for or receiving aid, and (ii) which have accrued at the time such
assignment is executed,

(B) to cooperate with the State (i) in establishing the pater-
nity of a child born out of wedlock with respect to whom aid is
claimed, and (ii) in obtaining support payments for such appli-
cant and for a child with respect to whom svtuh aid is claimed, or
in obtaining any other payments or property due such applicant
or such child, unless (in either case) such applicant or recipient is
found to have good cause for refusing to cooperate as determined
by the State agency in accordance with standards prescribed by
the Secretary, which standards shall take into consideration the
best interests of the child on whose behalf aid is claimed; and

.Subpar. (H) was added by see. 401 of P.L. 96-26.5 effective Sept. 3O, 1980.

2 Par. (20) was amended by see. 101 of P.L. 96-272 effective when the repeal of hee. 408

becomes effective.
3 Par. (25) was added by P.L. 93-647.
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that, if the relative with whom a child is living is found to be
ineligible because of failure to comply with the requirements of

W subparagraphs (A) and (B) of this paragraph, any aid for which
such child is eligible will be provided in the form of protective
payments as described in section 406(b) (2) (without regard to
subparagraphs (A) through (E) of such section),-II

(27) provide that the State has in effect a plan approved under
part D and operate a child support program in conformity with such
plan;'•1'

(28) provide that, in determining the amount of aid to which an
eligible family is entitled, any portion of the amounts collected in any
particular month as child support pursuant to a plan approved under
part D, and retained by the State under section 457, which (under the
State plan approved under this part as in effect both during July 1975
and during that particular month) would not have caused a reduction
in the amount of aid paid to the family if such amounts had been paid
directly to the family, shall be added to the amount of aid otherwise
payable to such family under the State plan approved under this
part;

(29) effective October 1. 1979, provide that wage information
available from the Social Security Administration under the provi-
sions of -ection. 411 of this Act. and wage information available (under

Sthe provisions of section :i30-4(a)(16) of the Federal Unemployment
Tax Act) from agencies administering State unemployment compen-
sation laws, shall be requ.ested and utilized to the extent permitted
under the provisions of :-uch sections; except that the State shall not
be required to requv:-t -tich information from the Social Security
Administration where .-A'h information is availalle from the agency
ahadministering the State unemployiient compensation laws;: and

(30) at the option of the State. provide for the establishment and
operation, in accordance with an (initial and annually updated) ad-
vance autpanutic data l)rocesing planning document approved under
subsection (d), of an automated :.tatewide management information

Ssy s t e m d e s i g n e d e ff e c t i v e l y a n d e ff i c i e n t l y . t o a s s i s t m a n a g e m e n t i n
4 •the administration of the State plan for aid to families with dependent

children approved Umimder this part. so as (A) to control and account
for (i) all the factors in the total eligibility determination process
under such plan for aid (including but not limited to (I) identifiable
correlation factors (such as -social .A-curity numbers, names, dates of
birth, home addresses, and mailing addresses (including postal ZIP

8ecs. 402(a) (i26) and 402(a 27) were added by P.L. 93-647.
2Sec. 402Lap,2 6 ) was amwnled by I'.L. 94-S•4.,See secs%. 201 ia). 201(h,). aud 2EStd)

of P.L.(.4-88 printed in this docutuent on• pp. 765 and 7t66.
3 See. 402(a) (27) was amended by P.L. 94--88 and by see. Gib) (1) of P.L. 96-473. See

also see.-201(a)of P.L- 94-88.
4 See. 402(a) (28) added by P.L. 94-88.
& Par. (29) was added by see. 403(c) -A P.L. 95-216 and was amended by seec. 6(t) (2) of

P.L. 96-473.
I
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codes), of all applicants and recipients of such aid and the relative
with whom any child who is such an applicant or recipient is living)
to assure sufficient compatibility among the systems of different juris-
dictions to permit periodic screening to determine whether an indi-
vidual is or has been receiving benefits from more than one jurisdic-
tion. (1I) checking records of applicants and recipients of such aid
on a periodic basis with other agencies. both intra- and inter-State,
for determination and verification of eligibility and payment pursuant
to requirements imposed bky other provisions of this Act). (ii) the
costs, quality, and delivery of funds and services furnished to appli-
cants for and recipients of such aid. (B) to notify the appropriate
officials of child support. food stamp, social service, and medical
assistance programs approved under title XIX whenever the case
becomes ineligible or the amount. of aid or services is changed, and (C)
to provide for security against unauthorized access to, or use of, the
data in such system.'

(b) The Secretary shall approve any plan which fulfills the condi-
tions specified in subsection (a), except that he shall not approve any
plan which imposes as a condition of eligibility for aid to families
with dependent children a residence requirement which denies aid
with respect to any child residing in the State (1) who has resided in
the State for one year immediately preceding the application for such
aid, or (2) who was born within one year immediately preceding the
application, if the parent or other relative with whom the child is liv-
ing has resided in the State for one year immediately preceding the
birth.

(c) The Secretary shall, on the basis of his review of the reports
received from the States under clause (15) of subsection (a), compile
such data as he believes necessary and from time to time publish his
findings as to the effectiveness of the programs developed and admin-
istered by the States under such clause. The Secretary shall annually
report to the Congress (with the first such report being made on or
before July 1, 1970) on the programs developed and administered by
each State under such clause (15).

(d) (1) For pu:'l)oses of paragraphs (7) and (8) of subsection (a),
any refund of Federal income taxes made by reason of section 43 of
the Internal Revenue Code of 1954 (relating to earned income credit)
and any payment made by an employer under section 3507 of such Code
(relating to advance payment of earned income credit) shall be con-
sidered earned income.

(2) In any case in which such advance payments for a taxable year
made by all employers to an individual under section 3507 of such
Code exceed the amount of such individual's earned income credit
allowable under section 43 of such Code for such year, so that such

I Subpar. (30) was added by see. 406 of P.L. 96-265 effective July 1, 1981.
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individual is liable under -A-ction 43(g) of s-uch Code for a tax equal to
* such excess. such individuals benefit amount imust be appropriately

adjusted .so as to provide payiinent to such individual of an amount
equal to the amount of the benefits lot by such individual on account
of such exceed advance lpayInents.'

(e) (1) The Secretary shcll not approve the initial and annually
updated advance automatic data pIes-ing lai inlg document, re-
ferred to in subsection (a) (3ob), unless he finds that. such document,
when inpletientced, will generally carry out the objectives of the
statewide inanagemenit 5ystein referred to in such subsection, a, i such
document.-

(A) provides for the conduct of. and reflects the results of,
requirenent.s analysis st.udiv-,. which inchlide, consideration of the
program mn ission, function.%-, organization. services, constraints,
and current supplolrt. of. iM. oJr relating to, .such system,

(B) contains a du.-criiption of the proposed statewide manage-
melet sy"s;elll. including a dl.,ription of information flows, in1put
data. and out lplit report s and uss,

(C) sets forth the .4,curitv and interface requirements to be
ClinplOyvetl iii such st atewide imna l'gelltelit .sVstel,

(1D) describes the projected resource requirements for staff and
other needs. and the resources available or expected to be avail-
able to ineet such requirements,

(E) includes co.st-be:nefit. analyses of each alternative manage-
wiiit sy.temi , data procehs.i.g servicess 4a1ud equipment, and a cost

allocation plan containing the basis for rates. both direct and
indirect, to be in effect under such statewide management system,

(F) contains an iiiijlemtentation plan with charts of develop-
ment events, testin, (le!.cri j)tions. p)ropo.ed acceptance criteria,
and backup and faliback piro-edures to handle possible failure
of contingencies, and

(G) contains a suiumnary of proposed improvement of such
statewide inanagenment systein in terns of qualitative and quanti-
tativo benefits.

(2) (A) The Secretary shall, on a continuing basis, review, assess,
and inspect the planning. design. and operation of. statewide muanage-
mnent information systenis referred to in section 413(a) (3) (B), with
a view to determining whether. and to what extent, such systems
meet and continue to meet requirements imposed under such section
and the conditions specified under s.ubsection (a) (30) of this section.

(B) If the Secretary tinds with respect to any statewide nmanage-
muent information systein referred to in section 403(a) (3) (B) that
there is a failure substantially to comply with criteria, requirements,
and other undertakings. plrescribed by the advance automatic data

I Subsec. (d) was added by P.L. 96-222.
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processing planning document theretofore approved by the Secretary
with respect to such system, then the Secretary shall suspend his
approval of such document until there is no longer any such failure
of such system to comply with such criteria, requirements, and other
undertakings so prescribed.'

Payment to States

Sec. 403.' (a) From the sums appropriated therefor, the Secre-
tary of the Treasury shall pay to each State which has an approved
plan for aid and services to needy families with children, for each
quarter, beginning with the quarter commencing October 1, 1958-

(1) in the case of any State other than Puerto Rico, the Virgin
Islands, and Guam, an amount equal to the sum of the following
proportions of the total amounts expended during such quarter
as aid to families with dependent children under the State plan
(including expenditures for premiums under part B of title
XVIII for individuals who are recipients of money payments un-
der such plan and other insurance premiums for medical or any
other type of remedial care or the cost thereof)--

(A) five-sixths of such expenditures, not counting so much
of any expenditure with respect to any month as exceeds the
product of $18 multiplied by the total number of recipients
of aid to families with dependent children for such month
(which total number, for purposes of this subsection, means
(i) the number of individuals with respect to whom such aid
in the form of money payments is paid for such month, plus
(ii) the number of other individuals with respect to whom
expenditures were made in such month as aid to families with
dependent children in the form of medical or any other type
of remedial care, plus (iii) the number of individuals, not
counted under clause (i) or (ii), with respect to whom pay-
ments described in section 406(b) (2) are made in such month
and included as expenditures for purposes of this paragraph
or paragraph (2)) ; plus

(B) the Federal percentage of the amount by which such
expenditures exceed the maximum which may be counted
under clause (A), not counting so much of any expenditure
with respect to any month as exceeds (i) the product of $32
multiplied by the total number of recipients of aid to families
with dependent children (other than such aid in the form
of foster care) for such month, plus (ii) the product of $100
multiplied by the total number of recipients of aid to families
with dependent children in the form of foster care for such
month; and

IThis subsection was added by see. 406 of P.L. 96-265 effective July 1, 1981 and was
redesignated as subsec. (e) by sec. 6(f) (3) of P.L. 96-473.

2 See also see. 508 of P.L. 94-566 which Is printed in this document on p. 793.
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(2) in the case of Puerto Rico, the Virgin Islands, and Guam,
an amount equal to one-half of the total of the suns expended
during such quarter as aid to families with dependent children
under the State plan (including expenditures for premiums under
part B of title XVIII for individuals who are recipients of
money payments under such plan and other insurance premiums
for medical or any other type of remedial care or the cost thereof)
not counting so much of any expenditure with respect to any
month as exceeds $18 multiplied by the total number of recipients
of such aid for such month; and 1

(3) in the case of any State, an amount equal to the sum of
the following proportions of the total amounts exlpnded during
such quarter as found necessary by the Secretary of Health, Edu-
cation, and Welfare for the proper and efficient administration
of the State plan-

(A) 75 per centum of so much of such expenditures as are
for the training (including both short- and long-term train-
ing at educational institutions through grants to such insti-
tutions or by direct financial assistance to students enrolled
in such institutions) of personnel employed or preparing for
employment by the State agency or by the local agency
administering the plan in the political subdivision,"

(B) 90 per centuni of -so much of the sunms expended dur-
ing such. quarter as are attributable to the planning. design,
develolnient., or installation of such statewide mechanized
clains lproc-sinmg and information re-t-rieval systems as (i)
ntect t he conilit ions of -evt ion 402 (a) (30) . and (ii) the Secre,-
tary deterniines .re, likely to provide more efficient., econoini-
cal. and effective administration of the plan rad to be com-
Patible with the claims prtcxssing and information retrieval
sv.tenms utilized in the administration of State llans approved
under title XlX. and State ilrograins with re,.lect. to which
there is Federal financial lparticipation under title XX. and 3

(C) one-half of the remainder of such expenditures,'
except that no payment shall be made with respect to amounts ex-
pended in connection with the provision of any service described

I iur,,uahtt to scq'. 9 of the Act of Apr. 19. 19.50 £64 Stat. 44. 47). the Secretary of the
Treasury must aiso pay to the States, in addition to the amounts produced by see. 403(a)
of the Social Security Act, an amount egiual to 80 percent of the State share of assistance
expenditures under the State plan with respect to Na~ajo and Hopi Indians. (See p. 757.)

" The ijarezztlwtical jphrase in subpar. (A) was added by sec. 5(b) of P.L. 9:1-647. A tech-
nical error in that Act Indicated that the amendment was to see. 403(a) (3) (A) (iii) rather
than to 403(a) (3) (A).

3 Subpar. (B) was added Ij s.c 4m,; tf P.1.. 116-2t65 effective July 1, 1981.
' Former subpar. (B) was *desIgnated by sec. 406 of P.L. 96-265.
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in section 2002(a) (1) of this Act other than services the provision of
which is required by section 402(a) (19) to be included in the plan
of the State; and 1

(4) [Repealed].

I In the case of Guam, Puerto Rico, and the Virgin Islands, section 403(a) (3) reads
as follows:

"(3) In the case of any State, an amount equal to the sum of the following propor-
tions of the total amounts expended during such quarter as found necessary by the
Secretary of Health. Education. and Welfare for the proper and efficient administration
of the State plan-

"(A) 75 per centum of so much of such expenditures as are for-
"(I) any of the services described in clauses (14) and (15) of section 402(a)

which are provided to any child or relative who is receiving aid under the plan,
or to any other Individual (living in the same home as such relative and child)
whose needs are taken into account in making the determination under clause
(7) of such section,

"(11) any of the services described In clauses (14) and (15) of section 402(a)
which are provided to any child or relative who Is applying for aid to famille
with dependent children or who, within such period or periods as the Secre-
tary may prescribe, has been or is likely to become an applicant for or recipient
of such aid,

"(flu) the training (including both short- and long-term training at educa-
tional Institutions through grants to such institutions or by direct financial
assistance to students enrolled In such institutions) of personnel employed or
preparing for employment by the State agency or by the local agency adminis-
tering the plan In the political subdivision.

"(B) one-half of the remainder of such expenditures.
"The services referred to In subparagraph (A) shall include only-

4 "(C) services provided by the staff of the State agency, or of the local agency
administering the State plan in the political subdivision: Provided, That no funds
authorized under this part shall be available for services defined as vocational re-
habilitation services under the Vocational Rehabilitation Act (I) which are available
to individuals In need of them under programs for their rehabilitation carried on
under a State plan approved under such Act. or (i1) which the State agency or agen-
cies administering or supervising the administration of the State plan app-- ed
under such Act are able and willing to provide if reimbursed for the cost turreof
pursuant to agreement under subparagraph (D). If provided by such staff, and

"(D) under conditions which shall be prescribed by the Secretary, services which
In the Judgment of the State agency cannot be as economically or as effectively pro-
vided by the staff of such State or local agency and are not otherwise reasonably
available to Individuals in need of them. and which are provided, pursuant to agree-
ment with the State agency, by the State health authority or the State agency or
agencies administering or supervising the administration of the State plan for voca-
tional rehabilitation services approved under the Vocational Rehabilitation Act or by
any other State agency which the Secretary may determle to be appropriate (whether
provided by Its staff or by contract with public (local) or nonprofit private agencies) ;

except that services described in clause (ii) of subparagraph (C) hereof may be provided
only pursuant to agreement with such State agency or agencies administering or super-
vising the administration of the State plan for vocational rehabilitation services so
approved ; and except that, to the extent specified by the Secretary, child-welfare services.
family planning services, and family services may be provided from sources other than
those referred to In subparagraphs (C) and (D). The portion of the amount expended
for administration of the State plan to which subparagraph (A) applies and the portion
thereof to which subparagraph (B) applies shall be determined in accordance with such
methods and procedures as may be permitted by the Secretary.".

Section 248(b) of the Social Security Amendments of 1967 also applies:
"(b) Notwithstanding subparagraphs (A) and (B) of section 403(a)(3) of such

Act (as amended by this Act). the rate specified in such subparagraphs In the case of
Puerto Rico, the Virgin Islands, and Guam, shall be 60 per centum (rather than
75 or 85 per centum).".

I
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(5) in the case of any State, an amount equal to 50 per centum
of the total amount expended tinder the State plan during such
quarter as emergency assistance to needy families with children.

The number of individuals with respect to whomn payments de-
scribed in section 406(b) (2) are made for any month, who may be
included as recipients of aid to families with dependent children for
purposes of paragraph (1) or (2), may not exceed 20 per centuin of
the number of other recipients of aid to families with dependent chil-
dren for such month. In computing such 20 percent, there shall not
be taken into account individuals with respect to whom such pay-
ments are made for any month in accordance with section 402(a) (19)
(F) or section 402 (a) (26).

In the ca.ze of calendar quarters beginning after September 30,
1977, and prior to April 1, 1978, the amount to be paid to each State
(as determined under the preceding provisions of this subsection or
section 1118, as the case may be) shall be increased in accordance with
the provisions of subsection (i) of this section.1

(b) The method of computing and paying such amounts shall be
as follows:

(1) The Secretary of Health, Education, and Welfare shall,
prior to the beginning of each quarter, estimate the amount to
be paid to the State for such quarter under the provisions of
subsection (a), such estimate to be based on (A) a report filed
by the State containing its estimate of the total sum to be ex-
pended in such quarter in accordance with the provisions of such
subsection and stating the aniount appropriated or made available
by the State and its political subdivisions for such expenditures
in such quarters, and if such amount is less than the State's pro-
portionate share of the total sum of such estimated expenditures,
the source or sources from which the difference is expected to be
derived. (B) records showing the number of dependent children
in the State, and (C) such other investigation as the Secretary
may find necessary.

(2) The Secretary of Health. Education. and Welfare shall
then certify to the Secretary of the Treasury the amount so esti-
mated by the Secretary of Health. Education. and Welfare. (A)
reduced or increased, as the case may be, by any sum by which the
Secretary of Health, Education. and Welfare finds that his esti-
mate for any prior quarter was greater or less than the amount
which should have been paid to the State for such quarter,

'Subsec. (a) was amended by P.L& 94-88, by see. 3(a) %1) of P.L. 95-171, and by see. 401
i1) of P.L. 95-216. See also sec. 3(b) of P.L. 95-171 which appears in this document on

p. 802.

N I

222-A Sec. 403(b)



Revised July 1980

(B) reduced by a sum equivalent to the pro rata share to which
the United States is equitably entitled, as determined by the Sec-
retary of Health, Education, and Welfare, of the net amount re-
covered during any prior quarter by the State or any political
subdivision thereof with respect to aid to families with dependent
children furnished under the State plan, and (C) reduced by such
amount as is necessary to provide the "appropriate reimbursement
of the Federal Government." that the State is required to make
under section 457 out of that potion of child support collections
retained by it pursuant to such section; except that such in-
creases or reductions shall not be made to the extent that .uclh
sums have been applied to make the amount certified for any
prior quarter greater or less than the amount estimated by the
Secretary of Health, Education, and Welfare for such prior
quarter.'

(3) The Secretary of the Treasury shall thereupon. through
the Fiscal Service of the Treasury Department and prior to meudit
or settlement by the General Accounting Office, pay to the State,
at the time or times fixed by the Secretary of Health, Education,
and Welfare, the amount so certified.

(c) Notwithstanding any other provision of this Act, the Federal
share of assistance payments under this part shall be reduced with
respect to any State for any fiscal year after June 30, 1973, by one per-
centage point for each percentage point by which the number of indi-
viduals certified, under the program of such State established pursuant
to section 402(a) (19) (G), to the local employment office of the State
as being ready for employment or training under section 432(b) (1),
(2), or (3), is less than 15 per centum of the average number of in-
dividuals ink such State who, during such year, are required to be
registered pursuant to section 402 (a) (19) (A).

(d) (1) Notwithstanding subparagraph (A) of subsection (a) (3)
the rate specified in such subparagraph shall be 90 per centum (rather
than 75 per centum) with respect to social and supportive services pro-
vided pursuant to section 402(a) (19) (G). In determining the amount
of the expenditures made under a State plan for any quarter with re-
spect to social and supportive services pursuant to section 402(a) (19)
(G), there shall be included the fair and reasonable va!ue of goods
and services furnished in kind from the State or any political subdi-
vision thereof.3

(2) Of the sums authorized by section 401 to be appropriated for
the fiscal year ending June 30, 1973, not more than $750,000,000 shall
be appropriated to the Secretary for payments with respect to services
to which paragraph (1) applies.

L Subpar. (2) was amended by see. 407 of P.L. 96-265 effective Jan. 1, 1981.
2 Subsec. (c) was amended by see. 401 of P.L. 96-265 effective Sept. 30, 1980.
3 Subsec. (d) (1) was amended by see. 401 of P.L. 96-265 effective Sept. 30. 1980.
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(e) [Repealed].I
(f) Notwithstanding any other provision of this section, the

amount payable to any State under this part for quarters in a fiscal
year shall with respect to quarters in fiscal years beginning after
sJune 30, 1973, be reduced by 1 per centum (calculated without regard
to any reduction under section 403(g) ) of such ainoilt if suchii State-

(1) in the immediately preceding fiscal year failed to carry
out the provisions of section 402 (a) (15) (B) as pertain to requir-
ing the offering and arrangentent for provision of family plan-
ning services; or

(2) in the immediately preceding fiscal year (but, in the case
of the fiscal year beginning July 1, 197., only considering the third
and fourth quarters thereof), failed to carry out the provisions of
section 4026(a) (15) (B) of the Social Security Act with respect
to any individual who, within such period or periods as the Secre-
tary may prescribe, has been an applicant for or recipient of aid
to families with dependent children under the plan of the State
approved under this part.

(g) Notwithstanding any other provision of this section, the
amount payable to any State under this part for quarters in a fiscal
year shall with respect to quarters in fiscal years beginning after
June 30, 1974, be reduced by 1 per centum (calculated without regard
to any reduction under section 403(f)) of such amount if such State
fails to-

(1) inform all families in the State receiving aid to families
with dependent children under the plan of the State approved
under this part of the availability of child health screening serv-
ices under the plan of isch State approved under title XIX,

(2) provide or arrange for the provision of such screening
services in all cases where they are requested, or

(3) arrange for (directly or through referral to appropriate
agencies, organizations, or individuals) corrective treatment the
need for which is disclosed by such child health screening services.

(h) Notwithstanding any other provision of this Act, the amount
payable to any State under this part for quarters in a fiscal year shall

2 with respect to quarters beginning after December 31, 1976, be reduced
by 5 per centum of such amount if such State is found by the Secre-
tary as the result of the annual audit to have failed to have an effective
program meeting the requirements of section 402(a) (27) in any fiscal
year beginning after Septeinber 30, 1976 (but, in the case of the fiscal

In the case of Guam, Puerto Rico, and the Virgin Islands, sec. 403(e) reads us follows:
"(e) Notwithstanding any other provision of hubbee. (a). with respect to expenditures

during any calendar quarter beginning jifter Dec. 31. 1972 (as found necessary by the Secre-
* tary for the proper and etficient administration of the plan) which are attributable to the

offering, arranging, and furniasLing, directly or on a contract basis, of family planulug
"services and supplies, the amount payable to any State under this part shall be 90 p-t
century of such expenditures.".

m m 1 U 0
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year beginning October 1, 1976, only considering the second, third,
and fourth quarters thereof).I

(i) (1) In the case of any calendar quarter which begins after Sep-
tember 30, 1977, and prior to April 1, 1978, the amount payable (as
determined under subsection (a) or section 1118, as the case may be)
to each State which has a State plan approved under this part shall
(subject to the succeeding paragraphs of this subsection) be increased
by an amount equal to the sum of the following:

(A) an amount which bears the same ratio to $46,750,000 as the
amount expended as aid to families with dependent children under
the State plan of such State during the month of DeceiIber 1976
bears to the amount expended as aid to families with dependent
children under the State plans, of all States during such month,
and

(B) (i) in the case of Puerto Rico, Guam, and the Virgin Is-
lands, an amount equal to the amount determined under sub-
paragraph (A) with respect to such State, or

(ii) in the case of any other State, an amount which bears the
same ratio to $46,750,000, minus the amounts determined under
clause (i) of this subparagraph, as the amount allocated to such
State under section 106 of the State and Local Fiscal Assistance
Act of 1972, for the most recent entitlement period for which
allocations have been made under such section prior to the date of
the enactment of this subsection, bears to the total of the amounts
allocated to all States under such section 106 for such period.

(2) As a condition of my State receiving an increase, by reason of
the application of the foregoing provisions of this subsection, in the
amount determined for such State pursuant to subsection (a) or under
section 1118 (as the case may be), such State must agree to pay to any
political subdivision thereof which participates in the cost of the
State's plan approved under this part, during any calendar quarter
with respect to which such increase applies, so much of such increase
as does not exceed 100 per centum of such political subdivision's finan-
cial contribution to the State's plan for such quarter.

(3) Notwithstanding any other provision of this part, the amount
payable to any State by reason of the preceding provisions of this sub-
section for calendar quarters prior to April 1, 1978, shall be made in a
single installment, which shall be payable as shortly after October 1,
1977. as is administratively feasible..2

(j) If the dollar error rate of aid furnished by a State under its
State plan approved under this part with respect to any six-month
period, as based on samples and evaluations thereof, is-

(1) at least 4 per centum, the amount of the Federal financial
participation in the expenditures made by the State in carrying

'See excerpt from P.L. 96-272 (see. 309).
'Subsec. (I) was added by see. 401 (2) of P.L. 95-216.
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out such plan during such period shall be determined without
regard to the provisions of this subsection; or

(2) less than 4 per centum, the amount of the Federal financial
participation in the expenditures made by the State in carrying
out such plan during such period shall be the amount determined
without regard to this subsection, plus, of the amount by which
such expenditures are less than they would have been if the
erroneous excess payments of aid had been at a rate of 4 per
centum-

(A) 10 per centum of the Federal share of such amount,
in case such rate is not less than 3.5 per centum,

(B) 20 per centum of thc Federal share of such amount,
in case such rate is at least 3.0 per centum but less than 3.5
per centum,

(C) 30 per centum of the Federal share of such amount,
in case such rate is at least 2.5 per centum but less than 3.0
per centum.,

(D) 40 per centumn of the Federal share of such amount,
in case such ratt is at least 2.0 per centum but less than 2.5
per centum,

(E) 50 per centum of the Federal share of such amount,
in case such rate is less than 2.0 per centum.

For purposes of this subsection (i) the term "dollar error rate of aid"
means tho total of the dollar error rates of aid for (I) payments to
ineligible families receiving assistance: (II) overpayments to eligible
families receiving assistance; (II) underpayments to eligible families
receiving assistance: and (IV) nonpaym,.nts to eligible families not
receiving assistance due to erroneous terminations or denials. and (ii)
the term "erroneous excess payments." mnans Ae total of (I) erro-
neous payments to ineligible families receiving as-istance. and (II)
overpayments to eligilble families rceiving ar-sistance.'

Operation of State Plans

tec. 401. (a) In the ,a.v-. of anyv St:nte plan for aid and services
to needy families with children which has been approved by the See-
retarv of Health. Education. and Welfare. if the Secretary. after rea-
sonable notice and opportunitv for hearing to the State agency ad-
ministering or supervising the administration of such plan, finds-

(1) that the plan has been so changed as to impose any resi-
dence requirenelit prohibited ib -ection 4021(h)). or that in the
administration of the plan any such prohibited requirement is
imposed, with the knowledge of such State agency, in a substan-
tial number of cases; or

1 Subsection (j) was added by see. 402(a) of P.L 95-216.
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(2) that in the administration of the plan there is a failure to
comply substantially with any provision required by section 402
(a) to be included in the plan;

the Secretary shall notify such State agency that fui ther payments
will not be made to the State (or, in his discretion, that payments will
be limited to categories under or parts of the State plan not affected
by such failure) until the Secretary is satisfied that such prohibited
requirement is no longer so imposed, and that there is no longer any
such failure to comply. Until he is so satisfied he shall make no fur-
ther payments to such State (or shall limit payments to categories
under or parts of the State plan not affected by such failure).

(b) No payment to which a State is otherwise entitled under this
title for any period before September 1, 1962, shall be withheld by
reason of any action taken pursuant to a State statute which requires
that aid be denied under the State plan approved under this part with
respect to a child because of the conditions in the home in which the
child resides; nor shall any such payment be withheld for any period
beginning on or after such date by reason of any action taken pursu-
ant to such a statute if provision is otherwise made pursuant to a State
statute for adequate care and assistance with respect to such child.

(c) No State shall be found, prior to January 1, 1977, to have
failed substantially to comply with the requirements of section 402

*O (a) (27) if, in the judgment of the Secretary, such State is making a
good faith effort to implement the program required by such section.

(d) After December 31, 1976, in the case of any State which is
found to have failed substantially to comply with the requirements of
section 402 (a) (27), the reduction in any amount payable to such State
required to be imposed under section 403(h) shall be imposed in lieu
of any reduction, with respect to such failure, which would otherwise
be required to be imposed under this section.

Use of Payments for Benefit of Child

Sec. 405. Whenever the State agency has reason to believe that
any payments of aid to families with dependent children made with
respect to a child are not being or may not be used in the best interests
of the child, the State agency may provide for such counseling and
guidance services with respect to the use of such payments and the
management of other funds by the relative receiving sach payments
as it deems advisable in order to assure use of such payments in the
best interests of such child, and may provide for advising such relative
that continued failure to so use such payments will result in substitu-
tion therefor of protective payments as provided under section 406
4 (b) (2), or in seeking appointment of a guardian or legal representa-

0 - 0- 2
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tive as provided in section 1111. or in the imposition of criminal or
civil penalties authorized under State law if it. is determined by a
court of competent jurisdiction that such relative is not using or has
not used for the benefit of the child any such payments made for that
Purpose; and the provision of such -ervices or advice by the State
agency (or thle taking of the action specified in such advice) shall not
serve as a basis for witliholtling funds from such State under section
401 and shall not prevent such l)pyvinents with respect to such child
from being considered aid to families with dependent children.

Definitions

Sec. 406. When used in this part-
(a) T1hie term -dependent ,'iild" means a needy child (1) who has

been deprived of parental stipport or care by reason of the death. con-
tinued absence fromn the home. or physical or mental incapacity of a
parent, and who is living with hiis father. m,,ther, grandfather, grand-
mother, brother. sister. step!fatlher. stelmnot her. stepbrother, stepsister.
uncle, aunt. first cousin. neplhew, or niece in a place of residence main-
tained by one or inore of suchi relatives as lais or their own home. and
(2) who is (A) under Ole agc, of eighteen, or (B) under the age of
twenty-one and (as deterlmineOd Jiy tle State in accordance with
standards l)reecril,'(d by the Secre'tary) a stud(lent regularly attending *
a school, college. or itlliveiNil v. or i,'iularlv atten'linlg a course of
vocational or techlical trainiii, desigr:ed to fit him for gainful

oh) rhe tern, "'iid to f:imii ies with dependent children" means
money lxaynIeIIts witli respect to. or (if provided in or after the third
month before thle iwozitrh in which the recipilent makes application for
aid) niedical care inl behalf of or any type of rentedial care recognized
under State law in behalf of. at dependent child oir dependent children,
and includes (1) money paynimets or medical care or any type of
remedial care recognized under State law to meet the needs of the
relative with whonI any dlelpendent ,'hiild is living (and the spouse of
.-uli relative if living with hiim and if such relative is the child's
parent and the e,'ild is a dlepelpdent child lJy reason of the physical or
iiental incapacity of a pa:ent or is a dependent child under section
407), and (2) payments witlh respect to any dependent child (includ-
ing payments to niet the needs of the relative, and the relative's
spouse, with whom such ('hild is living... and the needs of any other
individual living in the same homne if such needs are taken into account
in miakinr_ tle (determination under setion 402(a) (7)) )which do not
meet tl v precedeJigr re(jlIiremnents of this subsection but which would
meet such requirements except that such payments are made to another
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individual who (as determined in accordance with standards prescribed
* by the Secretary) is interested in or concerned with the welfare of

such child or relative, or are made on behalf of such child or relative
directly to a person furnishing food, living accommodations, or other
goods, services, or items to or for such child, relative, or other in-
dividual, but only with iesl)ect to a State whose State plan approval
under section 402 includes provision for-

(A) determination by the State agency that the relative of the
child with respect to whom such payments are made has such
inability to manage funds that making payments to him would
be contrary to the welfare of the child and, therefore, it is neces-
sary to provide such aid with respect to such child and relative
through payments described in this clause (2) ;

(B) undertaking and continuing special efforts to develop
greater ability on the part of the relative to manage funds in
such manner as to protect the welfare of the family;

(C) periodic review by such State agency of the determination
under clause (A) to ascertain whether conditions justifying such
determination still exist, with provision for termination of such
payments if they do not and for seeking judicial appointment of
a guardian or other legal representative, as described in section
1111, if and when it appears that the need for such payments is
continuing, or is likely to continue, beyond a period specified

W by the Secretary;
(D) aid in the form of foster home care in behalf of children

described in section 408 (a) ; and
(E) opportunity for a fair h( aring before the State agency on

the determination referred ta in clause (A) for any individual
with respect to whom it is made.

Payments with respect to a dependent child which are intended to
enable the recipient to pay for specific goods, services, or items rec-
ognized by the State agency as a part of the child's need under the
State plan miay kin the discretion of the State or local agency admin-
istering the plan in the political subdivisioia) be made, pursuant to a
determination referred to in clause (2) (A), in the form of checks
drawn jointly to the order of the recipient and the person furnishing
such goods, services, or items and negotiable only upon endorsement
by both such recipient and such person; and payments so made shall

- be considered for all of the purposes of this part to be paymentsj described in clause (2). Wlhnever l)aymnents with respect to a depend-
ent child are made in the manner described in clause (2) includingg
payments described in the preceding sentence), a statement of the
specific reasons for making such payments in that manner (on which
the determination under clause (2) (A) was based) shall be placed

4
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in the file maintained with respect to such child by the State or local
* agency administering the St 'te plan in the political subdivision."

(c) The term "relative with whom any dependent child is living"
means the individual who is one of the relatives specified in subsection
(a) and with whom such child is living (within the meaning of such
subsection) in a place of residence maintained by such individual
(himself or together with any one or more of the other relatives so
specified) as his (or their) own home.

(d) [Repealed].2
(e) (1) The term "emergency assistance to needy families with chil-

dren" meamis any of the following, furnished for a period not in ex-
cess of 30 days in any 12-month period, in the case of a needy child

1 Subsection (b) was amended by see. 3(a) of P.L. 95-171.
2 In the case of Guam. Puerto Rico, and the Virgin Islands, section 406(d) reads as

follows:
"(d) The term 'family services' zieans services to a family or any member thereof for

the purposes of preserving, rehabilitating, reuniting, or strengthening tile family, and
such other services as will assist menshers of a family to attain or retain capability for
the maximum self-support and persona' independence.".
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tinder the age of 21, who is (or, within such period as may be specified
by the Secretary, has been) living with any of the relatives specified
in subsection (a) (1) in a place of residence maintained by one or more
of such relatives as his or their own home, but only where such child
is without available resources, the payments, care, or services involved
are necessary to avoid destitution of such child or to provide living
arrangements in a home for such child, and such destitution or need
for living arrangements did not arise because such child or relative
refused without good cause to accept employment or training for
employment-

(A) money payments, payments in kind, or such other pay-
ments as the State agency may specify with respect to, or medical
care or any other type of remedial care recognized under State
law on behalf of, such child or any other member of the house-
hold in which lie is living, and

(B) such services as may be specified by the Secretary;
but only with respect to a State whose State plan approved under sec-
tion 402 includes provision for such assistance.

(2) Emergency assistance as authorized under paragraph (1) may
be provided under the conditions specified in such paragraph to mi-
grant workers with families in the State or in such part or parts
thereof as the State shall designate.

(f) Notwithstanding the provisions of subsection (b), the term "aid
to families with dependent children" does not mean payments with
respect to a parent (or other individual whose needs such State deter-
mines should be considered in determining the need of the child or
relative claiming aid under the plan of such State approved under this
part) of a child who fails to cooperate with any agency or official of
the State in obtaining such support payments for such child. Nothing
in this subsection shall be construed to make an otherwise eligible
child ineligible for protective 1-ayments because of the failure of such
parent (or such other individual) to so cooperate.

Dependent Children of Unemployed Fathers

Sec. 407. (a) The term "dependent child" shall. notwithstand-
ing section 406 (a). include a needy chiild who meets the requirements
of section 406(a) (2), who has been deprived of parental support or
care by reason of the unemployment (as determined in accordance
with standards prescribed by the Secretary) of his father, and who
is living with any of the relatives specified in section 406(a) (1) in
a place of residence maintained by one or more of such relatives as
his (or their) own home.

(b) The provisions of subsection (a) shall be applicable to a State
if the State's plan approved under section 402-
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(1) requires the payment of aid to families with dependent
children with respect to a dependent child as defined in subsection
(a) when-

(A) such child's father has not been employed (as deter-
mined in accordance with the standards prescribed by the Sec-
retary) for at least 30 days prior to the receipt of such aid,

(B) such. father has not without good cause, within such
period (of not less than 30 di:ys) as may be prescribed by the
Secretary, refused a bona fide offer of employment or training
for employment, and

(C) (i) such father has 6 or more quarters of work (as
defined in subsection (d) (1)) in any 13-calendar-quarter
period ending within one year prior to the application for
such aid or (ii) lie received unemployment compensation
under an unemployment compensation law of a State or of
the United States, or he was qualified (within the meaning of
subsection (d) (3)) for unemployment compensation under
the unemployment compensation law of the State, within one
year prior to the application for such aid; and

(2) provides-
(A) for such assurances as will satisfy the Secretary that

fathers of dependent children as defined in subsection (a)
will be certified to the Secretary of Labor as provided in
section 402(a) (19) within thirty days after receipt of aid
with respect to such children;

(B) for entering into cooperative arrangements with the
State agency responsible for administering or supervising the
administration of vocational education in the State, designed
to assure maximum utilization of available public vocational
education services and facilities in the State in order to
encourage the retraining of individuals capable of being
retrained;

(C) for the denial of aid to families with dependent chil-
dren to any child or relative specified in subsection (a)-

(i) if and for so long as such child's father, unless
exempt, under section 402(a) (19) (A), is not registered
pursuant to such section for the work incentive program
established under part C of this title, or, if lie is exempt
under such section by reason of clause (iii) thereof or
no such program in which lie can effectively participate
has been established or provided under section 432(a), is
not registered with the public employment offices in the
State, and
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(ii) with resp,,et to any week for which such child's
father qualifies for unemployment compensation under
an unemployment compensation law of a State or of the*
United States, but refuses to apply for or accept such
unemployment compensation: and

(D) for the reduction of the aid to families with depend-
ent children otherwise payable to any child or relative speci-
fied in subsection (a) by the amount of any uneniployinent
compensation that such child's father receives under an un-
employment compensation law of a State or of the United
States.1

(c) -Notwithstanding any other provisions of this section, expendi-
tures pursuant to this section shall be excluded from aid to families
with dependent children (A) where such expenditures are made under
the plan with respect to any dependent child as defined in subsection
(a), (i) for any part of the 30-day period referred to in subparagraph
(A) of subsection (b) (1), or (ii) for any period prior to the time
when the father satisfies subparagraph (B) of such subsection, and
(B) if, and for as long as, no action is taken (after the 30-day period
referred to in paragraph (A) of subsection (b) (2)), under the pro-
gram therein specified, to certify such father to the Secretary of Labor
pursuant io section 402 (a) (19).

(d) Fo.' purposes of this section-
(1) the term "quarter of work" with respect to any individual*

means a calendar quarter in which such individual received earned
income of not less than $50 (or which is a "quarter of coverage"
as defined in section 213 (a) (2)), or in which such individual
participated in a community work and training program under
section 409 or any other work and training program subject to the
limitations in section 409, or the wcrk incentive program estab-
lished under part C;

(2) the term "calendar quarter" means a period of 3 consecu-
tive calendar months ending on March 31, June 30, Septem-
ber 30, or I)ecember 31; and

(3) an individual shall, for purposes of section 407(b) (1) (C).
be deemed qualified for unemployment compensation uiider the
State's unemployment compensation law if-

(A) he would have been eligible to receive such unemploy-
ment compensation upon filing application, or

(B) he performed work not covered under such law and
such work, if it had been covered, would (together with any

1 Subsection M (2) %las amended by section 507(a) of P.L.6. 94-566.
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covered work he performed) have made him eligible to
S2 receive such unemployment compensation upon filing

application.'
(e) The Secretary of Health, Education, and Welfare and the

Secretary of Labor shall jointly enter into an agreement with each
State which is able and willing to do so for the purpose of (1)
simplifying tile procedures to be followed by unemployed fathers and
other unemployed persons in such State in registering pursuant to
section 402(a) (19) for the work incentive program established by
part C of this title and in registering with public employment offices
(under this section and otherwise) or in connection with applications
for unemployment compensation, by reducing the number of locations
or agencies where such persons must go in order to register for such
programs and in connection with such applications, and (2) pro-
viding where possible for a single registration satisfying this section
and the requirements of both the work incentive program and the
applicable unemployment compensation laws. 2

[Federal Payments for Foster Home Care of Dependent Children 3

[Sec. 408. Effective, for the period b*,ginning May 1, 1961-
[(a) The termn "dependent child" shall, notwithstanding section

406(a), also include a child (1) who would meet the requirements of
" such section 406(a) or of section 407, except for his removal after

April 30, 1961, from the home of a relative (specified in such section
406(a)) pursuant to a voluntary placement agreement entered into
by the child's parent. or legal guardian, or as a result of a judicial de-
termination to the effect that, continuation therein would be contrary
to the welfare of such child, (2) whose placement and care are the
responsibility of (A) the State or local agency administering the State
plan approved under section 402. or (B) any other public agency with
whom the State agency administering or supervising the administra-
t ion of suc.h State plan has made an agreement which is still in effect
and which includes provision for assuring development of a plan,
satisfactory to such State agency. for such child as provided in para-
graph (f) (1) and such other provisions as may be necessary to assure
accomplishment of the objectives of the State plan approved under
section 402. (3) who hias be.en placed in a foster family home or child-
care institution as a result of such voluntary placement agreement or
judicial determination, and (4) who (A) received aid under such
State plan in or for the month in which such agreement was entered
into or court prl))ee.dingm. leading to such determination were initiated,
or (B) (i) would have received such aid in or for such month if appli-
cation had been made therefor, or (ii) in the case of a child who had

&Par. (3) was amended by see. 507(b) of P.L 94-566.
2 Subsec. (e) was added by &.c. 507(d) of P.L. 94-"66.
3 See. 408 hi repealed by bec. 101 ta) (2) of P.L. 96-272. The repeal Is effective at the

time the State plan under title iV-E becomes effective tbut no later than Sept. 30. 1982).
J ,See excerpt from P.L. 96-272.
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been living with a relative specified in section 406(a) within six
months prior to the month in which such agreement was entered into
or such proceedings were initiated, would have received such aid in or
for such month if in such month he had been living with (an.d re-
moved from the home of) such a relative and application had been
made therefor;'

[(b) the terxi "aid to families with dependent. children" slall, not-
withstanding section 406(b), include also foster care in behalf of a
child described in paragraph (a) of this section-

[(1) in the foster family home of any individual, whether the
payment therefor is made to such individual or to a public or
nonprofit private child-placement or child-care agency, or

[(2) in a bihld-c.are institution. whether the payment therefore
is made to such institution or to a public or nonprofit private
child-placement or child-care agency, but subject to limitations
prescribed by the Secretary with a view to including as "aid to
families with dependent children" in the case of such foster care
in such institutions only those items which are included in such
term in the case of foster care in the foster family home of an
individual;

E(c) the miumber of individuals count4A under clause. (A) of ieu-
tion 403(a) (1) for any month shall include individuals (not other-
wise included under such clause) m ith respect to whom expenditures
were made in such month as ,id to families with dependent children
in the form of foster care; and

E( d) services dt'srdll'd in paratgraph (f) (2) of this section shall be
considered as part of the administration of the State plan for purposes
of section 403(a) (3);
but only with ref.pe.At to a State whose State plan approved under
section 402-

E(e) includes aid for any cuild de.icribedi in paragraph (GJ of this
section, and

[( f) includes provision for (1 ) development, of a plan for each such
child (including periodic review of the necessity for the child's being
in a foster family lhome or cljild-care inistitution) to assure that
he receives proper care and that services are provided which are de-
sigrned to improve the conditions in the home from which lie was re-
moved or to otherwise make possible his being placed in the home of a
relative specified in section 406(a). and (2) use by the State or local
agency administering the State plan. to the maximum extent practi-
cable, in placing such a child in a foster family home or child-care
institution, of the services of employees, of the State public-welfare
Pgenlcy referred to in section 522(a) (relating to allotments to States
for any child welfare services under part :i of title V) or any local

1 Subsec. tai # was auwided by see. 1W2 of P.L. 96-272 effective for expenditures alter

Sept. 30. 1U97.
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agency participating in the administration of the plan referred to in
O such section, who perform functions in the administratior of such

plan.
EFor the purposes of this section, the term "fostter family home"

means a foster family home for children which is licensed by the State
in which it is situated or has been approved, by the agency of such
State having responsibility for licensing homes of this type, as meet-
ing the standards e-stablished for such licensing; and the, term "child-
care institution" means a nonjrohit private child-care institution, or a
public child-care institution which accommodates no more than
twenty-five children, which is licensed by the State in which it is
situated or has been approved, by the agency of such State responsible
for licensing or approval of institutions of this type, as meeting the
standards established for such licensing; but the term shall not include
detention facilities, forestry camps, training schools, or any other
facility operated primarily for the detention of children who are de-
termined to be delinquent.'

[For the purposes of this section, the prov-isions of subsections (d),
(e), (f), and (g) of section 472 shall apply.] 2

Community Work and Training Programs

Sec. 409. (a) For the purpose of assisting the States in encour-
* aging, through community work and training programs of a construc-

tive nature, the conservation of work skills and the development of
new skills for individuals who have attained the age of 18 and are
receiving aid to families with dependent children, under conditions
which are designed to assure protection of the health and welfare of
such individuals and the dependent children involved, expenditures
(other than for medical or any other type of remedial care) for any
month with respect to a dependent child (including payments to meet
the needs of any relative or relatives, specified in section 406(a), with
whom lie is living) under a State plan approved under section 402
shall not be excluded from aid to families with dependent children
because such expenditures are made in the form of payments for
work performed in such month by any ,one or more of the relatives
with whom such child is living if such work is performed for the
State agency or any other public agency under a program (which
need not be in effect in all political subdivisions of the State) admin-
istered by or under the supervision of such State agency, if there is
State financial participation in such expenditures, and if such State
plan includes-

(1) provisions which, in the judgment of the Secretary, pro-
vide reasonable assurance that-. t Thls paragraph was amended by sea. 101 of P.L. W-.272.

'This paragraph was added by am 102 of P.L 9W-272.
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(A) appropriate standards for health, safety, and other
conditions applicable to the performance of such work by
such relatives are established and maintained;

(B) payments for such work are at rates not less than
the minimum rate (if any) provided by or under State law
for the same type of work and not less than the rates prevail-
ing on similar work in the community;

(C) such work is performed on projects which serve a
useful public purpose, do not result either in displacement of
regular workers or in the performance by such relatives of
work that would otherwise be performed by employees of
public or private agencies, institutions, or organizations, and
(except in cases of projects which involve emergencies or
which are generally of a nonrecurring nature) are of a type
which has not normally been undertaken in the past by the
State or community, as the case may be;

(D) in determining the needs of any such relative, any
additional expenses reasonably attributable to such work will
be considered;

(E) any such relative shall have reasonable opportunities
to seek regular employment and to secure any appropriate
training or retraining which may be available;

(F) any such relative will, with respect to the work so per-
formed, be covered under the State workmen's compensation
law or be provided comparable protection; and

(G) aid under the plan will not be denied with respect to
any such relative (or the dependent child) for refusal by such
relative to perform any such work if he has good cause for
such refusal:

(2) provision for entering into cooperative arrangenieits with
the system of public employment offices in the State looking to-
ward employment or occupational training of any such relatives
performing work under such program, including appropriate pro-
vision for registration and periodic reregistration of such relatives
and for maximum utilization of the job placement services and
other services and facilities of such offices;

(3) provision for entering into cooperative arrangements with
the State agency or agencies responsible for administering or su-
pervising the administration of vocational education and adult
education in the State, looking toward maximum utilization of
available public vocational or adult education services and facili-
ties in the State in order to encourage the training or retraining
of any such relatives performing work under such program and
otherwise assist them in preparing for regular employment;

(4) provision for assuring appropriate arrangements for the W
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care and protection of the child during the absence from the home
* of any such relative performing work under such program in

order to assure that such absence and work will not be inimical
to the welfare of the child;

(5) provision that there be no adjustment or recovery by the
State or any political subdivision thereof on account of any pay-
ments which are correctly made for such work; and

(6) such other provisions as the Secretary finds necessary to
assure that the operation of such program will not interfere with
achievement of the objectives set forth in section 401.

4 (b) In the case of any State which makes expenditures in the form
described in subsection (a) under its State plan approved under sec-
tion 402, the proper and efficient administration of the State plan, for
purposes of section 403(a) (3) and (4), may not include the cost of
making or acquiring materials or equipment in connection with the
work performed under a program referred to in subsectioni (a) or the
cost of supervision of work under such program, and may include only
such other costs attributable to such programs as are permitted by the
Secretary.'

Food Stamp Distribution

See. 410. (a) Any State plan for aid and services to needy families
with children may (but is not required under this title or any other
provision of Federal law to) provide for the institution of procedures,
in any or all areas of the State, by the State agency administering or
supervising the administration of such plan under which any house-
hold participating in the food stamp program established by the Food
Stamp Act ef 1964, as amended, will be entitled, if it so elects, to have
the charges, if any, for its coupon allotment under such program
deducted from any aid, in the forni of money payments, which is (or,
except for the deduction of such charge, would be) payable to o0, with
respect to such household (or any member or members thereof) under
such plan and have its coupon allotment distributed to it with such aid.

(b) Any deduction made pursuant to an option provided in accord-
ante with subsection (a) shall not be considered to be a payment de-
scribed in section 406 (b) (2).

(c) Notwithstanding any other provision of law, no agency which
is designated as a State agency for any State under or pursuant to the
Food Stamp Act of 1964, as amended, shall be regarded as having
failed to comply with any requirement imposed by or pursuant to such
Act solely -because of the failure, of the State agency administering or
supervising the administration of the State plan (approved under this

I P.L. 90-248. set. 204(c) (2) provides:
"The provisions of section 409 of the Social Security Act shall not apply to any State

*with respect to any quarter beginning after June 30. 1968."
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part) of such State, to institute or carry out a procedure, described insubsection (a).!

Access to Wage Information

Sec. 411. (a) Notwithstanding any other provision of law. the Sec-
retary shall make available to States and political subdivisions thereof
wage information contained in the records of the Social Security
Administration which is necessary (as determined by the Secretary
in regulations) for purposes of determining an individual's eligibility
for aid or services, or the amomit of such aid or services. under a State
plan for aid and services to needy families with children approved
under this part, and which is specifically requested by such State or
political subdivision for such purposes.

(b) The Secretary shall establish such safeguards as are necessary
(as determined by the Secretary under regulations) to inscure that
information made available under the provisions of this section is used
only for the purposes authorized by this section."

Prorating of Shelter Allowance in Certain Cases Where Child
Lives with Relative Not Legally Responsible for His Support

Sec. 412. (a) Not witlistandin, any other provision of this part, a
State plan for aid and services to needy families with children shall
not be regarded as failing to comply with the requirements imposed
under this part solely because, under such plan, in any vase in which '
one or niore children live in any household-

(1) (A) in which the total income of such childl or children
and the chlo.-.ly related family niemubers (as defined in subsection
(b)) living in the same household equals or exceeds the standard of
need under -uch plan for a family equal in number to the total
number of such children and closely re-lated family members in
the same household, or (B) where the income of children and
family muemula'is cannot be determined due to failure to cooperate.
and

(2) which (A) does not include a relative (specified in sec-
tion 406(a) (1)) who is legally responsible for the .-upport of
the child or children, or (B) includes one or more :-umeh relative.,
who is legally responsible for the support of the child or chil-
dren but none of whom is eligible for aid under the State plan
because such relative is being supported by another person or
under another program,

the amount of the aid furnished with respect to such child or chil-
dren for shelter, utilities, and similar expenses, bears the same ratio

I See. 410 was added by see. 1(a) of P.I• 94 -585. See a!so sew. 1(b) of P.,. 94-585 which

i%, printed on page 79)4 of this document. See. 410 will tw obsolete upon implhementation o0
P.h 95-113 which eliminates the Food Stamp purchase requirements.

"'See. 411 was added by see. 403(a) of P.L. 95-21&
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to the total amount which would be furnished for such expenses, if
All the closely related family members with whom such child or chiJ-
dren are living were eligible for such aid, as the number of su, '
children bears to the total number of such children and closely related
family members.

(b) For purposes of subsectlion (a). thie term "closely related family
members" of a child ueans tho.e relatives of his who are. specified
in section 406(a) (1) and any other individual for whose support.
such a relative is legally re.'iponsible, but does not include any such
relative or other individual (1) with respect to whom benefits are
provided under another public program eligibiliy for which is based
on need, or (2) whose presence in the home would not increase the
total amount which would be allowed for shelter, utilities, and simi-
lar expenses if he was eligible for aid.

(c) The amount of aid to families with dependent children for
shelter, utilities, and similar expenses shall bes identified, for purposes
of this section, in the following manner:

(1) If the State plan approved under this part provides for
paying 100 per centum of the standard of need specified in the
plan, and designates a portion of that standard, for families of
specified sizes, to meet shelter, utilities, and similar expenses.
then an amount equal to that portion shall be considered the

* total amount for such eXpenres for a family of the specified size.
(2) If such plan provides for meeting le.ss than 10() per ten-

tumn of such standard, and de-.igniates a lprtion of that standard,
for families of specified sizes, to meet ,,tch expenses, then an
amount e(jual to that portion. multiplied by the proportion of
the standard of need which such State pays as aid to families
with dependent children. shall be considered the total amount
for such expenses for a family of the specified size.

(3) If such plan does not designate any portion of the .standard
of need for meeting such expenses, then such portion shall be
prescribed by the Secretary, but in no event slall such portion ex-
ceed 30 per centum of the standard of need for a family of a speci-
tied size, multiplied by the proportion of such standard wlihich the
State pays as aid to families with dependent children.

(d) For purposes of subsection (a). the total income of the child
or children and the closely related family members (as defined in
subsection (b)) shall be determined a.s it would be if all such indi-
viduals were applicants for aid under the State plan and slall not
include any income which any such individual is obligated to apply
to the support of any other individual not living in the household.1. Sec. 412 was added by eec. 303 of P.L. 96-272.

2B5 Sec. 412(d)



Revised July 1980

Technical Assistance for Developing Management
Information Systems 0

Sec. 413. The Secretary shall l)ro1ide such teclhiiial a.,istance
to States as he dletermines neces.-ary to assi-st States to p)lan. design.
develop, or install a(d provide for the security of. the manageig ent
information systems referred to ini section 403(a) (3) (B) of this Act.,

Part B-Child-Welfare Services -
Appropriation

Sec. 420. (a) l'r the purpose of eiialdlii,,, thlie 1nitcd States.
through the Secretary, to cooperate with State public welfare agen-
cies, in establishing, extending, and strengthening child welfare serv-
ices, there is authorized to be appropriated for each fiscal year the
sum of $266,000,000.

(b) Funds appropriated for any fiscal year pursuajnt to the authori-
zatiun contained in subsection (a) shall be included in the appropri-
ation Act (or supplemental appropriation Act) for the fiscal year
prec,,ding the fiscal year for which such funds are available for obliga-
tion. In order to effect a transition to this method of tiring appropria-
tion action, the preceding sentence shall apply notwithstanding the
fact that its initial application will result in the enactment in the same
year (whether in the same appropriati)m Act or otherwise) of two
separate appropriations, one for the then current fiscal year an,*
one for the succeeding fiscal year. W

Allotments to States

Sec. 421. (a) Thi sum aipprolpriated l'iirsuant to -3e.tioi 420 fol.
each fiscal year shall be allotted by the Secretary for use by cooperat-
ing State public welfare agencies which have plans developed jointly
by the State agency and the Secictary as follows: He shall first allot
$70,000 to each State. and shall then allot to each State. an amount

which lxars the same ratio to the remainder of s.uch sum as the product
of (1) the population of the State under the age of twenty-ore and
(2) the allotment percentage of the State (as determined under this
section) bears, to the stun of the corresponding products of all the
States.

(b) The "allotment. percentage" for any State, shall be 100 per
centum less the State percentaage: and the State percentage shall be the
percentage which bears the same ratio to 50 plr centum as the per
capita income of such State bears to the per capita income of the
United States; except that (1) the allotnbent percentage shall in no
case be le.s than 30 per centuni or more than 70 per centum, and
(2) the allotment percentage shall be 70 per centum in the case

ISe. 413 was added by rvee. 406 of P L. !96-265 eff' tire with respc.,t to vxpenditur,.s
made startling J~ly 1. 1Vohl.

2 Sees. 420 hrcmugh 425 were amen-;,•i in tht!r -. it're•. by s",. 103 of !P.!.. 968-272. See.

103 of P.L .#6-272 ali added .'. 427 and 428. (See x,'erpts from set'tioiu 103 of P.L,.

9&-272.)
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* of Puerto Rico, the Virgin Islands, and Guam.
(c) The allotment percentage for each State shall be promulgated

by the Secretary between October 1 and November 30 of each even-
numbered year. on the basis of the average per capita income of each
State and of the United States for the three most recent calendar years
for whidh satisfactory data are available from the Deparaaimtt of
Coimnerce. Such proinulgration shall be conclusive for each of the two
fiscal years in the period beginning October 1 next succeeding such
promnulgation.

(d) For purposes of this section. the termn "United States" ineans
the fifty Stat( s and the District of Coluitihia.

State Plans for Child Welfare Services

Sec. -122. at) In oIde," to I*- eligible for' payI1elt under this part.
a State ii•ist have a plan for child welfare. services which has been
developed jointly by the Secretary and the State agency designated
lpurstlant to subsection (b) (1), and which meets the requirements of
subsection (b).

(b) Eahl, plan for child welfare services under this part shall-
(1 provide that (A) the individual or agency designated

l)Iursltalit to ect ion 2003 (d) (1) (C) to administer or supervise the
adhni•irit ration of the State's services program will administer or
super ise the administration of the plan (except as otherwise pro-
vided in section 103(d) of the Adoption Assistance and Child
lVolfar,- ket of 1980). and (B) to the extent that child welfare
servi,-s are furnished by the staff of the State agency or local
agency adhiiiiniterin,. die plan. a single organizational unit in
.'u,'h State or hlcal agelaey. as the case may be, will be responsible
for f finishing .,tuch child welfare services:

(2) provide for coordination between the ,-.rvices provided
for children under the. plan and the services and assistance pro-
sided umder title XX. under the State plan approved under part
.k of this title, wnder the. State plan approved under part E of
tli., tith,. and tinder other State programs having a relation-
-.-iip to the program under this part, with a view to provision of
welfare and related services which will best promote the welfare
of such children and their families;

Sec It C':, ;.. f 1 .l ! Cs- "272 itruvimles:
"..) In t:e •;a-o- of (cam, Puerto Rico. and the Virgin l.iands, and the Conummonwea!th

of the N.rth.rm 3iriiMar Ialands. section 422(b) 1l) of iuch Act (as otlherui.se amended
by _111-m-ioatiua 4ap of itis sections shall be deemed to read as follows:

". tit pri,,ide that iA, the State agency designated pursuant to section 402(a) (3)
te :adiili-t.r or -ult.r is•.- the ministrationn of tile plan of the State approved tinder
part A ,,t this titl.e all winiiazater or sullerv.ise the adziuim.atration of such plan for
vhild .i.ilare s..-rices. and tB) to the extent that child welfare services are furnished
i.y the -:.aff 91 "!..- State agency or local ageucy adnainih.tering such plan for child uel-
f,&re .. r' ics. the o'rganizatioual unit in such State or local agency established itur
suant to ý-#'tion 492ta) (15) will be respon•sible for furnishing such child welfare
services :" ""

See also excerpt f rom bee. 103(d) of P.L. 96-272.
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(3) provide that the standards and requirements imposed with
respect to child day care under title XX shall apply with respect
to day care services under this part, except insofar as eligiblity
for such ser-ices is involved;

(4) provide for the training and effective use of paid parapro-
regional ~taff, with particular emphasis on the full-time or part-
time employment of pet-sons of low income, as community service
aides, in the administration of the plan, and for the use of nonpaid
or partially paid volunteers in providing services and in assisting
any advisory committees established by the State agency;

(5) contain a description of the services to be provided and
.pecify the geography ic areas where such services will be available;

(6) contain a description of the steps which the State will take
to provide child welfare, services and to make progress in-

(A) covering additional political subdivisions,
(B) reaching -additional children in need of services, and
(C) expanding and strengthening the range of existing

services and developing new types of services,
along with a description of the State's child welfare services staff
development and training plans;

(7) provide, in the development of services for children, for
utilization of the facilities and experience of voluntary agencies
in accordance with State and local programs and arrangements,
as authorized by the State; and

(8) provide that the agency administering or supervising the
administration of the plan will furnish such reports, containing
such information, and participate in such evaluations, as the Sec-
retary may require.

Payment to States

Sec. 423. (a) From the sums appropriated therefor and the allot-

ment under this part, subject to the conditions set forth in this section
and in section 427, the Secretary shall from time to time pay to each
State that has a plan developed in accordance with section 422 an
amount equal to 75 per centum of the total sum expended under t~he
plan (including the cost of administration of the plan) in meeting'the
costs of State, district, county, or other local child welfare services

(b) The method of computing aid making payments under this
section shall be as follows:

(1) The Secretary shall, prior to the beginning of each period
for which a payment is to be made, estimate the amount to be paid
to the State for such period under the provisions of this section.

(2) From the allotment available therefor, the Secretary shall
pay the amount so estimated, reduced or increased, as the case may
be, by any sum (not previously adjusted under this section) by
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which he finds that his estimate. of the amount to be paid the State
for any prior period under this section was greater or less than the
amount which should have been paid to the State for such prior
plwrio(I under this section.

(c) (1) No payment may be made to a State under this part, for any
fiscal year beginning after Septenmber 30, 1979, with respect to State
expenditures made for (A) child day care necessary solely because of
the employment, or training to prepare for employment, of a parent or
other relative with whom the child involved is living, (B) foster care
maintenance payments. and (C) adoption assistance payments, to the
extent that the Federal payment with respect to those expenditures
would exceed the total amount of the Federal payment under this part
for fiscal year 1979.

(2) Expenditumrs made by a State for any fiscal year which begins
after September 30. 1979, for foster care maintenance payments shall
be treated for purposes of making Federal payments under this part
with respect to expenditures for child welfare services, as if such
foster care maintenance payments constituted child welfare services of
a type to which the limitation imposed by paragraph (1) does not
apply; except that the amount payable to the State with respect to
expenditures made for other child welfare services and for foster care

* maintenance payments during any such year shall not exceed 100
per centurn of the amount of the expenditures made for child welfare
services for which payment may be made under the limitation imposed
by paragraph (1) as in effect without regard to this paragraph.

(d) No payment may be made to a State under this part in excess
of the payment made under this part for fiscal year 1979, for any
fiscal year beginning after September 30, 1979. if the latter fiscal
year the total of the State's expenditures for child welfare services
under this part (excluding expenditures for activities specified in
subsection (c) (1) is less than the total of the State's expenditures
under this part (excluding expenditures for such activities) for fiscal
year 1979.

Reallotment

Sec. 424. Thel amount of any allotment to a State under section
421 for any fiscal year which the State certifies to the Secretary will
not be required for carrying out the State plan developed as provided
in section 422 shall be available for reallotment from time to time, on
such dates as the Secretary may fix, to other States which the Secre-
tary determines (1) have need in carrying out their State plans so
developed for suns in excess of those previously allotted to them under

* section 421 and (2) will be able to use such excess amounts during such
fiscal year. Such reallotments shall be made on the basis of the State
plans so developed, after taking into consideration the population
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under the age of twenty-one, and the per capita income of each such
State as compared with the population under the age of twenty-one,
and the per capita income of all such States with respect to which such
a determination by the Secretary has been made. Any amount so real-
lotted to a State shall be deemed part of its allotment under section
421.

Definitions

Sec. 425. (a) (1) For purposes of this title, the term "child welfare
services" means public social services which are directed toward the
accomplishment of the following purposes: (A) protecting and pro-
moting the welfare of all children, including handicapped, homeless,
dependent, or neglected children; (B) preventing or remedying, or
assisting in the solution of problems which may result in, the neglect,
abuse, exploitation, or delinquency of children; (C) preventing the
unnecessary separation of children from their families by identifying
family problems, assisting families in resolving their problems, and
preventing breakup of the family where the prevention of child re-
moval is desirable and possible; (D) restoring to their families chil-
dren who have been removed, by the provision of services to the child
and the families; (E) placing children in suitable adoptive homes,
in cases where restoration to the biological family is not possible or
appropriate; and (F) assuring adequate care of children away from
their homes, in cases where the child cannot be returned home or
cannot be placed for adoption.

(2) Funds exper. lod by a State for any calendar quarter to comply
with the statistical report required by section 476(b), and funds
expended with respect to nonrecurring costs of adoption proceedings
in the case of children placed for adoption with respect to whom
assistance is provided under a State plan for adoption assistance ap-
proved under part E of this title, shall be deemed to have been ex-
pended for child welfare services.

(b) For other definitions relating to this part and to part E of this
title, see section 475 of this Act.

Research, Training, or Demonstration Projects

Sec. 426. (a) There are hereby authorized to be appropriated for
each fiscal year such sums as the Congress may determine-

(1) for grants by the Secretary-
(A) to public or other nonprofit institutions of higher

learning, and to public or other nonprofit agencies and or-
ganizations engaged in research or child-welfare activities,
for special research or demonstration projects in the field of
child welfare which are of regional or national significance
and for special projects for the demonstration of new nieth-
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ods or facilities which show promise of substantial contri-
bution to the advancement of child welfare;

(B) to State or local public agencies responsible for admin-
istering, or supervising the administration of, the plan under
this part, for projects for the demonstration of the utilization
of research (including findings resulting therefrom) in the
field of child welfare in order to encourage experimental and
special types of welfare services; and

(C) to public or other nonprofit institutions of higher
learning for special projects for training personnel for work
in the field of child welfare, including traineeships with
such stipends and allowances as may be permitted by the
Secretary; and

(2) for contracts or jointly financed cooperative arrangements
with States and public and other organizations and agencies for
the conduct of research, special projects, or demonstration proj-
ects relating to such matters.

(b) Payments of grants or under contracts or cooperative arrange-
ments under this section may be made in advance or by way of reim-
bursement, and in such installments, as the Secretary may determine;
and shall be made on such conditions as the Secretary finds neces-
sary to carry out the purposes of the grants, contracts, or other
arrangements.

Foster Care Protection Required for Additional Federal
Payments

Sec. 427. (a) If, for any fiscal year after fiscal year 1979, there is
appropriated under section 420 a sum in excess of $141,000,000, a
State shall not be eligible for payment from its allotment in an
amount greater than the amount for which it would be eligible if such
appropriation were equal to $141,000,000, unless such State,-

(1) has conducted an inventory of all children who have been
in foster care under the responsibility of the State for a period of
six months preceding the inventory, and determined the appro-
priateness of, and necessity for, the current foster placement,
whether the child can be or should be returned to his parents or
should be freed for adoption, and the services necessary to facili-
tate either the return of the child or the placement of the child
for adoption or legal guardianship; and

(2) has implemented and is operating to the satisfaction of
the Secretary-

(A) a statewide information system from which the status,
demographic characteristics, location, and goals for the place-
ment of every child in foster care or who has been in such
care within the preceding twelve months can readily be
determined;

Sec. 427(a)239-B



(B) a calsreview system (as defined in section 475(5))
for each child receiving foster care under the supervision of
the State; and

(C) a service program designed to help children, where
appropriate, return to families from which they have been
removed or be placed for adoption or legal guardianship.

(b), if for each of any two consecutive fiscal years after the fiscal
year 1979, there is appropriated under section 420 a sum equal to
$266,000,000, each State's allotment amount for any fiscal year after
such two consecutive fiscal years shall be reduced to an amount equal
to its allotment amount for the fiscal year 1979, unless such State-

(1) has completed an inventory of the type specified in sub-
section (a) (1);

(2) has implemented and is operating the program and sys-
tems specified in subsection (a) (2) ; and

(3) has implemented a preplacement preventive service pro-
gram designed to help children remain with their families.

(c) Any amounts expended by a State for the purpose of comply-
ing with the requirements of subsection (a) or (b) shall be conclusively
presumed to have been expended for child welfare services.

Payments to Indian Tribal Organizations

Sec. 428. (a) The Secretary may, in appropriate cases (as deter-
mined by the Secretary) make payments under this part directly to
an Indian tribal organization within any State which has a plan for
child welfare services approved under this part. Such payments shall
be made in such manner and in such amounts as the Secretary deter-
mines to be appropriate.

(b) Amounts paid under subsection (a) shall be deemed to be a
part of the allotment (as determined under section 421) for the State
in which such Indian tribal organization is located.

(c) For purposes of this section-
(1) the term "tribal organization" means the recognized gov-

erning body of any Indian tribe, or any legally established or-
ganization of Indians which is controlled, sanctioned, or chartered
by such governing body; and

(2) the term "Indian tribe" means any tribe, band, nation, or
other organized group or community of Indians (including any
Alaska Native village or regional or village corporation as de-
fined in or established pursuant to the Alaska Native Claims Set-
tlement Act (Public Law 92-203: 85 Stat. 688) ) which (A) is rec-
ognized as eligible for the special programs and services provided

* by the United States to Indians because of their status as Indians,
or (B) is located on, or in proximity to, a Federal or State reser-
vation or rancheria.

Sc 428(c)Revised MuY 1980
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Part C-Work Incentive Program for Recipients of Aid Under
State Plan Approved Under Part A

Purpose

Sec. 430. The purpose of this part is to require the establishment
of a program utilizing all available manpower services, including
those authorized under other provisions of law, under which in-
dividuals receiving aid to families with dependent children will be
furnished incentives, opportunities, and necessary services in order for
(1) the employment of such individuals in the regular economy, (2)
the training of such individuals for work in the regular economy, and
(3) the participation of such individuals in public service employ-
ment, thus restoring the families of such individuals to independence
and useful roles in their communities. It is expected that the individ-
uals participating in the program established under this part will
acquire a sense of dignity, self-worth, and confidence which will flow
from being recognized as a wage-earning member of society and that
the example of a working adult in these families will have beneficial
effects on the children in such families.

Appropriation

Sec. 431. (a) There is hereby authorized to be appropriated to
the Secretary of Health, Education, and Welfare for each fiscal year a
sum sufficient to carry out the purposes of this part. The Secretary of
Health, Education, and Welfare shall transfer to the Secretary of
Labor from time to time sufficient amounts, out of the moneys appro-
priated pursuant to this section, to enable him to carry out such
purposes.

(b) Of the amounts expended from funds appropriated pursuant
to subsection (a) for any fiscal year (commencing with the fiscal year
ending June 30, 1973), not less than 331/ per centum thereof shall be
expended for carrying out the program of on-the-job training referred
to in section 432(b) (1) (B) and for carrying out the program of pub-
lic service employment referred to in section 432(b) (3).

(c) Of the sums appropriated pursuant to subsection (a) to carry
out the provisions of this part for any fiscal year (commencing with
the fiscal year ending June 30, 1973). not less than 50 percent shall be
allotted among the States in accordance with a formula under which
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. each State receives (from the total available for such allotment) anamount which bears the same ratio to such total as-
(1) in the case of the fiscal year ending June 30, 1973, and the

fiscal year ending June 30, 1974, the average number of recipients
of aid to families with dependent children in such State during
the month of January last preceding the commencement of such
fiscal year bears to the average number of such recipients during
such month in all the States; and

(2) in the case of the fiscal year ending June 30, 1975, or in the
case of any fiscal year thereafter, the average number of individ-
uals in such State who, during the month of January last preced-
ing the commencement of such fiscal year, are registered pursuant
to section 40*2 (a) (19) (A) bears to the average number of individ-
uals in all States who, during such month, are so registered.

Establishment of Programs

Sec. 432. 0) The Secretary of Labor (hereinafter in this part
referred to ac the Secretary) shall, in accordance with the provisions
of this part. estaldish work incentive programs (as provided for in
subsection (b) of this section) in each State and in each political
subdivision of a State in which he determines there is a significant

* number of imlividuals who have attained age 16 and are receiving
aid to fa.niilies with dependent children. In other political subdivi-
sions, he sl.iill ii-c his best efforts to provide such programs either
within such subdivisions or through the provision of transportation
for such person to political subdivisions of the State in which such
programs are established.

(b) Such Jr,,gramns shall include, hut .shall not be limited to, (1)
(A) a pro.,rayji pllaiine as many individuals as is possible in employ-
ment, and (B) a program utilizing on-the-job training positions for
other. (2) a program of institutional and work experience training
for those individuals for whom such training is likely to lead to regu-
lar vmployvment. an(l (0) a program of public service employment
for individuals for whom a joh in the regular economy cannot be
found.

(e) In carrying out the purposes of this part the Secretary may
make grants to, or enter into agreements with. public or private agen-
cies or organizations (including Indian tribes with respect to Indians
on a reservation), except that. no such grant or agreement shall be
madle to or with a private employer for profit or with a private non-
profit employr not organized for a mublic purpose for purposes of the
work experience program established by clause (2) of subsection (b).
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(d) In providing the manpower training and employment services
and opportunities required by this part, the Secretary of Labor shall,
to the maximum extent feasible, assure that such services and opportu-
nities are provided by using all authority available to him under this
or any other Act. In order to assure that the services and opportunities
so requireCL are provided, the Secretary of Labor shall use the funds
appropriated to him under this part to provide programs required by
this part through such other Act, to the same extent and under the
saws ?enditions (except as regards the Federal matching percentage)
as if appropriated under such other Act and, in making use of the
programs of other Federal, State, or local agencies (public or pri-
vate), the Secretary of Labor may reimburse such agencies for services
rendered to persons under this part to the extent such services and
opportunities are not otherwise available on a nonreimbursable basis.

(e) The Secretary shall take appropriate steps to assure that the
present level of manpower services available trnder the authority of
other statutes to recipients of aid to families with dependent children
is not reduced as a result of programs under this part.

(f) (1) The Secretary of Labor shall establish in each State, munic-
ipality, or other appropriate geographic area with a significant num-
ber of persons registered pursuant to section 402 (a) (19) (A) a Labor
Market Advisory Council the function of which will be to identify
and advise the Secretary of the types of jobs available or likely to
become available in the area served by the Council; except that if there
is already located in any area an appropriate body to perform such
function, the Secretary may designate such body as the Labor Market
Advisory Council for such area.

(2) Any such Council shall include representatives of industry,
labor, and public service employers from the area to be served by the
Council.

(3) The Secretary shall not conduct, in any area, institutional
training under any program established pursuant to subsection (b) of
any type which is not related to jobs of the type which are or are
likely to become available in such area as determined by the Secretary
after taking into account information provided by the Labor Market
Advisory Council for such area.

Operation of Program

Sec. 433. (a) The Secretary shall provide a program of testing
and counseling for all persons certified to him by a State, pursuant to
section 402(a) (19) (G), and shall select those persons whom lie finds
suitable for the programs established by clauses (1) and (2) of section

242



Sec. 433(d)

432 (b). Those ntot so selected shall be deemed suitable for the program
established by clause (3) of such section 432(b) unless the Secretary
finds that there is good c~ilise for an individual not to participate in
such program. Tire Secretary, in carrying out such program for in-
dividuals certified to him under section 402(a) (19) (G), shall accord
priority to such individuals in thke following order, taking into account
employability potential: first, unemployed fathers; second, mothers,
whether or not required to register pursuant to section 402(a) (19)
(A), who volunteer for participation under a work incentive program;
third, other mothers, and pregnant women, registered pursuant to sec-
tion 402(a) (19) (A), who are under 19 years of age; fourth, depend-
ent children and relatives who have attained age 16 and who are not
in school or engaged in work or manpower training; and fifth, all
other individuals so certified to him.

(b) (1) For each State the Secretary shall develop jointly with the
administrative unit of such State administering the special program
referred to in section 402(a) (19) (G) a statewide operational plan.

(2) The statewide operational plan shall prescribe how the work
incentive program established by this part will be operated at the local
level, and shall indicate (i) for each area within the State the num-
ber and type of positions which will be provided for training, for
on-the-job training, and for public service employment, (ii) the man-
ner in which the information provided by the Labor Market Advisory
Council (established pursuant to section 432(f)) for any such area
will be utilized in the operation of such program, and (iii) the par-
ticular State agency or administrative unit thereof which will be
responsible for each of the various activities and functions to be per-
formed under such program. Any such operational plan for any State
must be approved by the Secretary, the administrative unit of such
State administering the special program referred to in section 402 (a)
(19) (G), and the regional joint committee (established pursuant to
section 439) for the area in which such State is located.

(3) The Secretary shall develop an employability plan for each
suitable person certified to him under section 402(a) (19) (G) which
shall describe the education, training, work experience, and orienta-

tion which it is determined 0 -it such person needs to complete in
order to enable him to become self-supporting.

(c) The Secretary shall make maximum use of services available
from other Federal and Si.ate agencies and, to the extent not other-
wise available on a nonreimbuisable basis, he may reimburse such
agencies for services rendered to persons under this part.

(d) To the extent practicable and where necessary, work incentive
programs established by this part shall include, in addition to the
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regular counseling, testing, referral available through the Federal-
State Employment Service System, program orientation, basic educa-
tion, training in communications and employability skills, work
experience, institutional training, on-the-job training, job develop-
ment, and special job placement and followup services, required to
assist participant in securing and retaining employment and securing
possibilities for advancement.

(e) (1) In order to develop public service employment under the
program established by section 432(b) (3), the Secretary shall enter
into agreements with (A) public agencies, (B) private nonprofit or-
ganizations established to serve a public purpose, and (C) Indian
tribes with respect to Indians on a reservation, under which individ-
uals deemed suitable for part ipation in such a program will be pro-
vided work which serves a useful public purpose and which would
not otherwise be performed by regular employees.

(2) Such agreements shall provide-
(A) for the payment by the Secretary to each employer, with

respect to public service employment performed by any individual
for such employer, of an amount not exceeding 100 percent of the
cost of providing such employment to such individual during the
first year of such employment, an amount not exceeding 75 per-
cent of the cost of providing such employment to such individual
during the second year of such employment, and an amount not
exceeding 50 percent of the cost of providing such employment to
such individual during the third year of such employment;

(B) the hourly wage rate and the number of hours per week
individuals will be scheduled to work in public service employ-
ment for such employer;

(C) that the Secretary will have such access to the premises of
the employer as lie finds necessary to determine whether such em-
ployer is carrying out his obligations under the agreement and
this part; and

(D) that the Secretary may terminate any agreement under
this subsection at any time.

(3) [Repealed.]
(4) No wage rates provided under any agreement entered into

under this subsection shall be lower than the applicable minimum wage
for the particular work concerned.

(f) Before entering into a project under section 432(b) (3), the
Secretary shall have reasonable assurances that-

(1) appropriate standards for the health, safety, and other
conditions applicable to the performance of work and training on
such project are established and will be maintained,
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(2) such project will not result in the displacement of em-
ployed workers,

(3) with respect to such project the conditions of work, train-
ing, education, and employment are reasonable in the light of such
factors as the type of work, geographical region, and proficiency
of the participant,

(4) appropriate workmen's compensation protection is provided
to all participants.

(g) Where an individual certified to the Secretary of Labor pur-
suant to section 40-2(a) (19) (G) refuses without good cause to accept
employment or participate in a project under a program established
by this part, the Secretary of Labor shall (after providing opportunity
for fair hearing) notify the State agency which certified such indi-
vidual and submit such other information as he may have with respect
to such refusal.

(h) With respect to individuals who are participants in public
service employment under the program established by section 432(b)
(3), the Secretary shall periodically (but at least once every six
months) review the employment record of each such individual while
on such special work project and on the basis of such record and such
other information as lie may acquire determine whether it would be
feasible to place such individual in regular employment or on any of

* the projects under the programs established by section 432(b) (1)
and (2).

Incentive Payment

Sec. 434. (a) The Secretary is authorized to pay to any par-
ticipant under a program established by section 432(b) (2) an incen-
tive payment of not more than $30 per month, payable in such
amounts and at such times as the Secretary prescribes.

(b) The Secretary of Labor is also authorized to pay, to any mem-
ber of a family participating in manpower training under this part,
allowances for transportation and other costs incurred by such mem-
ber, to the extent such costs are necessary to and directly related to the
participation by such member in such training.

Federal Assistance

Sec. 435. (a) Federal assistance under this part shall not exceed
90 per centum of the costs of carrying out this part. Non-Federal con-
tributions may be cash or in kind, fairly evaluated, including but not
limited to plant, equipment, and services.

(b) Costs of carrying out this part include costs of training, super-
vision, materials, administration, incentive payments, transportation,
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and other items as are authorized by the Secretary, but may not in-
clude any reimbursement for time spent by participants in work,
training, or other participation in the program.

Period of Enrollment

Sec. 436. (a) The program established by section 432(b) (2)
shall be designed by the Secretary so that the average period of enroll-
ment under all projects under such program throughout any area of
the United States will not exceed one year.

(b) Services provided under this part may continue to be provided
to an individual for such period as the Secretary determines (in ac-
cordance with regulations prescribed jointly by him and the Secre-
tary of Health, Education, and Welfare) is necessary to qualify him
fully for employment even though his earnings disqualify him from
aid under a State ple-i approved under section 40-2.

Relocation of Participants

Sec. 437. The Secretary may assist participants to relocate their
place of residence when he determines such relocation is necessary in
order to enable them to become permanently employable and self-sup-
portinrg. Such assistance shall be given only to participants who con-
cur in their relocation and who will be employed at their place of
relocation at wage rates which will meet at least their full need as
determined by the State to which they will be relocated. Assistance
under this section shall not exceed the reasonable costs of transporta-
tion for participants, their dependents, and their household belong-
ings plus such relocation allowance as the Secretary determines to be
reasonable.

Participants Not Federal Employees
Sec. 438. Participants in programs established by this part shall

be deemed not to be Federal employees and shall not be subject to the
provisions of laws relating to Federal employment including those re-
lating to hours of work, rates of compensation, leave, unemployment
compensation, and Federal employee benefit&.

Rules and Regulations

Sec. 439. The Secretary and the Secretary of Health, Education,
and Welfare, shall, not later than July 1, 1972, issue regulations
to carry out the purposes of this part. Such regulations shall provide
for the establishment, jointly by the Secretary and the Secretary of
Health, Education, and Welfare, of (1) a national coordination com-
mittee the duty of which shall be to establish uniform reporting and
similar requirements for the administration of this part, and (2) a
regional coordination committee for each region which shall be re-
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sponsible for review and approval of statewide operational plans de-
* veloped pursuant to section 433(b).

Annual Report
Sec. 440. The Secretary shall annually report to the Congress

(with the first such report being made on or before July 1, 1970) on
the work incentive programs established by this part.

Evaluation and Research

See. 441. (a) The Secretary shall (jointly with the Secretary
of Health, Education, and Welfare) provide for the continuing evalua-
tion of-the work incentive programs established by this part, including
their effectiveness in achieving stated goals and their impact on other
related prog,'ams. Ile also may conduct research regarding ways to
increase the effectiveness of such programs. He may, for this purpose,
contract for independent evaluations of and research regarding such
programs or individual projects under such programs. For purposes of
sections 435 and 443, the cost of carrying out this section shall not be
regarded as costs of carrying out work incentive programs established
by this part. Nothing in this section shall be construed as authorizing
the Secretary to enter into any contract with any organization after

* June 1, 1970, for the dissemination by such organization of informa-
tion about programs authorized to be carried on under this part.

Technical Assistance for Providers of Employment or Training

Sec. 442. The Secretary is authorized to provide technical assist-
ance to providers of employment or training to enable them to partici-
pate in the establishment and operation of programs authorized to be
established by section 432 (b).

Collection of State Share

Sec. 443. If a non-Federal contribution of 10 per centum of the
costs of the work incentive programs established by this part is not
made in any State (as specified in section 402 (a)), the Secretary of
Health, Education, and Welfare may withhold any action under sec-
tion 404 because of the State's failure to comply substantially with a
provision required by section 402. If the Secretary of Health, Educa-
tion, and Welfare does withhold such action, he shall, after reasonable
notice and opportunity for hearing to the appropriate State agency or
agencies, withhold any payments to be made to the State under sec-
tions 3(a), 403(a), 1003(a), 1403(a), 1603(a), and 1903(a) until the
amount so withheld (including any amounts contributed by the State

is pursuant to the requirement in section 402(a) (19) (C)) equals 10 per
centum of the costs of such work incentive programs. Such withhold-

247



SecA443

ing shall remain in effect until such time as the Secretary has assur-
ances from the State that such 10 per centum will be contributed as re-
quired by section 402. Amounts so withheld shall be deemed to have
been paid to the State under such sections and shall be paid by the
Secretary of Health, Education, and Welfare to the Secretary. Such
payment shall be considered a non-Federal contribution for purposes
of section 435.

Agreements With Other Agencies Providing Assistance to
Families of Unemployed Parents

Sec. 444. (a) The Secretary is authorized to enter into an agree-
ment (in accordance with the succeeding provisions of this section)
with aniy qualified State agency (as described in subsection (b)) under
which the program established by the preceding sections of this part
C will (except as otherwise provided in this section) be applicable to
individuals certified by such State agency in the same manner, to the
same extent, and under the same conditions as such program is appli-
cable with respect to individuals certified to the Secretary by a State
agency administering or supervising the administration of a State plan
approved by the Secretary of Health, Education, and Welfare under
part A of this title.

(b) A qualified State agency referred to in subsection (a) is a
State agency which is charged with the administration of a program-

(1) the purpose of which is to provide aid or assistance to the
families of unemployed parents,

(2) which is not established pursuant to part A of title IV of
the Social Security Act,

(3) which is financed entirely from funds appropriated by the
Congress, and

(4) none of the financing of which is made available under
any prog4.am established pursuant to title V of the Economic
Opportunity Act.

(c) (1) Any agreement under this section with a qualified State
agency shall provide that such agency, will, with respect to all individ-
uals receiving aid or assistance under the program of aid or assistance
to families of unemployed parents administered by such agency, com-
ply with the requirements imposed by section 402(a) (19) in the
same manner and to the same extent as if (a) such qualified agency
were the agency in such State administering or supervising the ad-
ministration of a State plan approved under part A of this title, and
(B) individuals receiving aid or assistance under the program ad-
ministered by such qualified agency were recipients of aid under a
State plan which is so approved.

(2) Any agreement entered into under this section shall remain in
effect for such period as may be specified in the agreement by the Sec-
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retary and the qualified State agency, except that, whenever the Secre-
* tary determines, after reasonable notice and opportunity for hearing

to the qualified State agency, that such agency has failed substantially
to comply with its obligations under such agreement, the Secretary
may suspend operation of the agreement until such time as he is
satisfied that the State agency will no longer fail substantially to
comply with its obligations under such agreement.

(3) Any such agreement shall further provide that the agreement
will be inoperative for any calendar quarter if, for the preceding
calendar quarter, the maximum amount of benefits payable under the
program of aid or assistance to families of unemployed parents ad-
ministered by the qualified State agency which is a party to such
agreement is lower than the maximum amount of benefits payable
under such program for the quarter which ended September 30, 1967.

(d) The Secretary shall, at the request of any qualified State
agency referred to in subsection (a) of this section and upon receipt
from it of a list of the names of individuals rereferred to the Secre-
tary, furnish to such agency the names of each individual on such list
participating in public service employment under section 433 (a) (3)
whom the Secretary determines should continue to participate in such
employment. The Secretary shall not comply with any such request
with respect to an individual on such list unless such individual has

* been certified to the Secietary by such agency under section 402(a)
(19) (G) for a period of at least six months.

Part D-Child Support and Establishment of Paternity 1'

Appropriation

Sec. 451. For the purpose of enforcing the support obligations
owed by absent parents to their children, locating absent parents,
establishing paternity, and obtaining child support, there is hereby
authorized to be appropriated for each fiscal year a sum sufficient to
carry out the purposes of this part.

Duties of the Secretary

Sec. 452. (a) The Secretary shall establish, within the Department
of Health, Education, and Welfare a separate organizational unit,
under the direction of a desigilee of the Secretary, who shall report
directly to the Secretary and who shall-

(1) establish such standards for State programs for locating
absent parents, establishing paternity, and obtaining child sup-
port as he determines to be necessary to assure that such programs
will be effective;

* P'art D was established by part B of Public Law 93-647 with an effective date of July 1.
1975 except for section 459 which was effective am of January 1. 1975.

2 T"he effective date of July 1, 1975 %-as changed to August 1, 1975 by Public Law 94-46.
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(2) establish minimum organizational and staffing requirements
for State units engaged in carrying out such programs under

plans approved under this part;
(3) review and approve State plans for such programs;
(4) evaluate the implementation of State programs established

pursuant to such plan, conduct such audits of State programs
established under the plan approved under this part as may be
necessary to assure their conformity with the requirements of this
part, and, not les.2, often than annually, conduct a complete audit
of the programs established under such plan in each State and
determine for the purposes of the penalty provision of section
403(h) whether the actual operation of such programs in each
State conforms to the requirements of this part;

(5) assist States in establishing adequate reporting procedures
and maintain records of the operations of programs established
pursuant to this part in each State;

(6) maintain records of all amounts collected and disbursed
under programs established pursuant to the provisions of this part
and of the costs incurred in collecting such amounts;

(7) provide technical assistance to the States to help them es-
tablish effective systems for collecting child support and estab-
lishing paternity;

(8) receive applications from States for permission to utilize
the courts of the United States to enforce court orders for support
against absent parents and. upon a finding that (A) another State
has not undertaken to enforce the court order of the originating
State against the absent parent within a reasonable time. and (B)
that utilization of the Federal courts is the only reasonable method
of enforcing such order, approve such applications;

(9) operate the Parent Locator Service established by section
453; and

(10) not later than three months after the end of each fiscal
year, beginning with the year 1977, submit to the Congress a full
and complete report on all activities undertaken pursuant to the
provisions of this part, which report shall include, but not be
limited to, the following:

(A) total program costs and collections set forth in
sufficient detail to show the cost to the States and the Federal
Government, the distribution of collections to families, State
and local governmental units, and the Federal Government;
and an identification of the financial impact of the provi-
sions of this part;

(B) costs and staff associated with the Office of Child
Support Enforcement;
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(C) the number of child support cases in each State
during each quarter of the fiscal year last ending before the
report is submitted and during each quarter of the preceding
fiscal year (including the transitional period beginning
July 1, 1976, and ending September 30, 1976, in the case of
the first report to which this subparagraph applies), and the
disposition of such cases;

(D) the status of all State plans under this part as of the
end of the fiscal year last ending before the report is sub-
mitted, together with an explanation of any problems which
are delaying or preventing approval of State plans under
this part;

(E) data, by State, on the use of the Federal Parent
Locator Service, and the number of locate requests Submitted
without the absent parent's social security account number;

(F) the number of cases, by State. in which an applicant
for or recipient of aid under a State plan approved under
part A has refused to cooperate in identifying and locating
the absent parent and the number of cases in which refusal
so to cooperate is based on good cause (as determined in
accordance with the standards referred to in section 40-2(a)
(26) (B) (ii)) ;

(G) data. by State, on the use of Federal courts and
on use of the Internal Revenue Service for collections, the
number of court orders on which collections were made, the
number of paternity determinations made and the number (if
parents located, in sufficient detail to show the cost and bene-
fits to the States and to the Federal Government: and

(H) the major problems encountered which have delayed
or prevented implementation of the provisions of this part
during the fiscal year last ending prior to the submission of
such report.

The information contained in any such report under subpara-
graph (A) shall specifically include (i) the total amount of child
support payments collected as a result of services furnished dur-
ing the fiscal year involved to individuals under section 454(6),
(ii) the cost to the States and to the Federal Government of fur-
nishing such services to those individuals, and (iii) the extent to
which the furnishing of such services was successful in providing
sufficient support to those individuals to assure that they did not
require assistance under the State plan approved under part A."

(b) The Secretary shall, upon the request of any State having in
effect a State plan approved under this part, certify the amount of any

* child support obligation assigned to such State (or undertaken to be
I Par. (10) was amended by sec. 5W4(a) of P.L 96-30 and see. 301 of P.L 96-272.
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collected by such State punuant to section 454(6)) to the Secretary of
* the Treasury for collection pursuant to the provisions of section 6305 of

the Internal Revenue Code of 1954. No amount may be certified for
collection under this subsection except the amount of the delinquency
under a court order for support and upon a showing by the State that
such State has made diligent and reasonable efforts to collect such
amounts utilizing its own collection mechanisms, and upon an agree-
ment. that the State will reimburse the United States for any costs
involved in making the collection. The Secretary after consultation
with the Secretary of the Treasury may, by regulation, establish cri-
teria for accepting amounts for collection and for making certification
under this subsection including imposing such limitations on the fre-
quency of making such certifications under this subsection.'

(c) (1) There is hereby established in the Treasury a revolving fund
which shall be available to the Secretary without fiscal year limitation,
to enable him to pay to the States for distribution in accordance with
the provisions of section 457 such amounts as may be collected and paid
(subject to paragraph (2)) into suchl fund under section 6305 of the
Internal Revenue Code of 1954.

(2) There is hereby appropriated to the fund, out of any moneys
in the Treasury not otherwise aplpropriated, amounts equal to the
amounts collected under section 6305 of the Internal Revenue Code

* of 1951, reduced by the amounts credited or refunded as overpay-
ments of the amounts so collected. The amounts appropriated by the
preceding section shall be transferrred at least quarterly from the gen-
eral fund of the Treasury to the fund on the basis of estimates made
by the Secretary of the Treasury. Proper adjustments shall be made
in the amounts subsequently transferred to ti-e extent prior estimates
were in excess of or less than the amounts required to be transferred.

(d) (1) The Secretary shall not approve the initial and annually
updated advance automatic data processing planning document, re-
ferred to in section 454(16), unless he finds that such document, when
implemented, will generally carry out the objectives of the manage-
ment system referred to in such subsection, and such document,-

(A) provides for the conduct of, and reflects the results of,
requirements analysis studies, which include consideration of the
program mission, functions, organization, services, constraints,
and current support, of, in, or relating to, such system,

(B) contains a description of the proposed management system
referred to in section 455(a) (3), including a description of in-
formation flows, input data, and output reports and uses,

(C) sets forth the security and interface requirements to be
employed in such management system,

W 1 The first sentence of subsee. (b) was amended by see. 402 of P.L. 96-265.
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(D) describes the projected resource requirements for staff
and otlier n.ils., and the re:,ourcs available or expected to be
available to meet. such requirements,

(E) contains an implementation plan and backup procedures
to handle possible failures,

(F) contains a summary of proposed improvement of such
management system in ternis of qualitative and quantitative ben-
efits, and

(G) provides such other information as the Secretary deter-
mines under regulation is necessary.

(2) (A) The Secretary shall through the separate organizational
unit established pursuant to subsection (a). on a continuing basis,
review, assess, and inspect the planning. design, and operation of,
IIIaIageIIit.Int i1nforn1at ion systeiiis refe rred to in section 4- ( aa) ( 3 .
with a view to determining whether, and to what. extent, such systeins
meet and continue to meet requirements imposed under paragraph (1)
and the conditions specified under actionn 454(16).

(B) If the Secretary finds with respect to any statewide manage-
ment information system referred to in section 455 (a) (3) that there is
a failure substantially to comply with criteria, requirements. and
other undertakings. prescribed by the advance automatic data proc-
essing planning document theretofore approved by the Secretary with
respect to such system. then time Secretary shall suspend his approval
of such document until there is no longer any such failure of such
system to comply with such criteria. requirements, and other under-
takings so prescribed.'

(e) The Secretary shall provide such technical assistance to States
as he determines necessary to assist States to plan. design, develop, or
install and provide for the security of. the management information
systems referred to in section 455 (a) (3). 2

Parent Locator Service

Sec. 453. (a) The Secretary shall establish and conduct a Parent
Locator Service. nider the direction of fhe desionee of the Secretary
referred to in section 452(a), which shall be used to obtain and trans-
mit to any authorized person (as defined in subsection (c)) informa-
tion as to the whereabouts of any absent parent when such information
is to be, used to locate suchl parent for the purpose of enforcing support
obligate ions against such parent.

(b) Upon request, filed in accordance with subsection (d) of any
authorized person (as defined in subsection (c)) for the most recent
address and place of employment of any absent parent, the Secretary

'Subsec. (d) was added lay sec. 405 of P.I,. 96-265 effective July 1, 1981.
Subset. (e) was added by sec. 455 of PI.L. 96-265 effective July 1. 1981.
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* shall, notwithstanding any other provision of law, provide through the
Parent Locator Service such information to such person, if such
information-

(1) is contained in any files or records maintained by the Sec-
retary or by the department of Health, Education, and Welfare;
or

(2) is not contained in such files or records, but can be obtained
by the Secretary, under the authority conferred by subsection (e),
from any other department, agency, or instrumentality, or the
United States or of any State.

No information shall be disclosed to any person if the disclosure of
such information would contravene the national policy or security
interests of the United States or the confidentiality of census data. The
Secretary shall give priority to requests made by any authorized per-
son described in subsection (c) (1).

(c) As used in subsection (a), the term "authorized person" means-
(1) any agent or attorney of any State having in effect a plan

approved under this part, who has the duty or authority under
such plans to seek to recover any amounts owed as child support
(including, when authorized under the State plan, any official of
a political subdivision) ;

(2) the court which has authority to issue an order against an
absent parent for the support and maintenance of a child, or any
agent of such court; and

(3) the resident parent, legal guardian, attorney, or agent of
a child (other than a child receiving aid under part A of this title)
(as determined by regulations prescribed by the Secretary) with-
out regard to the existence of a court order against an absent par-
ent who has a duty to support and maintain any such child.

(d) A request for information under this section shall be filed in
such manner and form as the Secretary shall by regulation prescribe
and shall be accompanied or supported by such documents as the
Secretary may determine to be necessary.

(e) (1) Whenever the Secretary receives a request submitted under
subsection (b) which he is reasonably satisfied meets the criteria estab-
lished by subsections (a), (b), and (c), lie shall promptly undertake
to provide the information requested from the files and records main-
tained by any of the departments, agencies, or instrumentalities of the
United States or of any State.

(2) Notwithstanding any other provision of law, whenever the
individual who is the head of any department, agency, or instrumen-
tality of the United States receives a request from the Secretary for

* information authorized to be provided by the Secretary under this
section, such individual shall promptly cause a search to be made of
the files and records maintained by such department, agency, or instru-
mentality with a view to determining whether the information
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requested is contained in any such files or records. If such search
discloses the information requested, such individuals shall immediately
transmit such information to the Secretary, except that if any infor-
mation is obtained the disclosure of which would contravene national
policy or security interests of the United States or the confidentiality
of census data, such information shall not b3 transmitted and such
individual shall immediately notify the Secretary. If such search fails
to disclose the information requested, such individual shall inmmedi-
ately so notify the Secretary. The costs incurred by any such depart-
ment, agency, or instrumentality of the United States or of any State
in providing such information to the Secretary shall be reimbursed by
him. Whenever such services are furnished to an individual specified
in subsection (c) (3), a fee shall be charged such individual. The fee
so charged shall be used to reimburse the Secretary or his delegate for
the expense of providing such services.

(f) The Senretary, in carrying out his duties and functions under
this section, shall enter into arrangements with State agencies admin-
istering State ,)aiis approved under this part for such State agencies
to accept froin resi(lent parents, legal guardiaiw. or agents of a child
described in stiLsection (c) (3) and, after deterziiining that the absent
parent canmot iO l,),ated through the procedures under the control of
FuCel State age! ,ies, to transmit to the Secretary requests for in forma-
tion " ith retog:, .to th, v hereabouts of absent parents and otherwise to
coopierate witlh the Secretary in carrying out the purposes of this
sect. .

State Plan for Child Support

Sec. -154. A Staute plan for ,hii;! support nm.--t-
(1) prode that it shall be in effect in all political subdivisions

of the State:
(2) provide for financial participation by the State;
(3) provide for the establishment or designation of a single

and separ:Ze organic nationall u2it, which meets such staffing and
organiz:: .t.:,al requirements as the Secretary may by regulation
prescribe, %% within the State to administer the plan;

(4) pro, ide that such] State will undertake-
(A) in the case of a child born out of wedlock with respect

to whom an assignment under section .102(a) (26) of this title
is effective, to eStablish the paternity of sti•i child unless the
agency adniiniistering th.e pllan of the '$tate under part A of
this title determines in accordance '. ith the standards pre-
scribel by the Secretary pursuant t . "u,,n 402(a) (26) (B)
that it is against the best interests of the child to do so, and

(b) 'n the case of aziv child with respect to whom such
assignment is effctie, to secure support for such child
from his parent (or from any other person legally liable for
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such support), utilizing any reciprocal arrangements adopted
with other States (unless the agency administering the plan
of the State under part A of this title determines in accord-
ance with the standards prescribed by the Secretary pursuant
to section 402(a) (26) (B) that it is against the best interests
of the child to do so), except that when such arrangements
and other means have proven ineffective, the State may utilize
the Federal courts to obtain or enforce court orders for
support; 1

(5) provide that, in any case in which child support payments
are collected for a child with respect to whom an assignment under
section 402 (a) (26) is effective, such payments shall be made to the
State for distribution pursuant to section 457 and shall not be paid
directly to the family except that this paragraph shall not apply
to such payments (except as provided in section 457(c)) for any
month in which the amount collected is sufficient to make such
family ineligible for assistance under the State plan approved
under part A; 2

(6) provide that (A) the child support collection or paternity
determination services established under the plan shall be made
available to any individual not otherwise eligible for such services
upon application filed by such individual with the State, (B) an
application fee for furnishing such services may be imposed, ex-
cept that the amount of any such application fee shall be reason-
able. as determined under regulations of the Secretary, and (C)
any costs in excess of the fee so imposed may be collected from such
individual by deducting such costs from the amount of any re-
covpry made;

(7) provide for entering into cooperative arrangements with
appropriate courts and law enforcement officials (A) to assist the
agency administering the plan, including the entering into of fi-
nancial arrangements with such courts and officials in order to
assure optimum results under such program, and (B) with respect
to any other matters of common concern to such courts or officials
and the agency administering the plan;

(8) provide that the agency administering the plan will estab-
lish a service to locate absent parents utilizing-

(A) all sources of information and available records, and
(B) the Parent Locator Service in the Department of

Health, Education, and Welfare ; "
(9) provide that the State will, in accordance with standards

prescribed by the Secretary, cooperate with any other State--.See. 454(4) was amended by P.L. 94-h8. See also see. 203(b) of P.L. 94-88 (p. 766 of
this document).2 .See also seCs. 20lhbJ and 2"3ibo of P.L 14-sR qpp. 765 and 766 of this document).

"3 See also sec. 6103(1) t6) of the I.R.C. ip. 671 of this document).

0
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(A) in establishing paternity, if necessary,
(B) in locating an absent parent residing in the State

(whether or not permanently) against whom any action is
being taken under a program established under a plan ap-
proved under this part in another State,

(C) in securing compliance by an absent parent residing
in such State (whether or not permanently) with an order
issued by a court of competent jurisdiction against such
parent for the support and maintenance of a child or chil-
dren of such parent with respect to whom aid is being pro-
vided under the plan of such other State, and

(D) in carrying out other functions required under a plan
approved under this part;

(10) provide that the State will maintain a full record of
collections and disbursements made under the plan and have an
adequate reporting system;

(11) provide that amounts collected as child support shall be
distributed as provided in section 457;

(12) provide that any payment required to be made under
section 456 or 457 to a family shall be made to the resident parent,
legal guardian, or caretaker relative having custody of or respon-
sibility for the child or children;

(13) provide that the State will comply with such other re-
quirements and standards as the Secretary determines to be
necessary to the establishment of an effective program for locat-
ing absent parents, establishing paternity, obtai_,ing support
orders, and collecting support payments;

(14) comply with such bonding requirements, for employees
who receive, disburse, handle, or have access to, cash, as the Sec-
retary shall by regulations prescribe; '

(15) maintain methods of administration which are designed
to assure that persons responsible for handling cash receipts shall
not participate in accounting or operating functions which woull
permit them to conceal in the accounting records the misuse of
cash receipts (except that the Secretary shall by regulations pro-
vide for exceptions to this requirement in the case of sparsely pop-
ulated areas where the hiring of unreasonable additional staff
would otherwise be necessary) ; and

(16) provide, at the option of the State, for the establishment,
in accordance with an (initial and annually updated) advance
automatic data processing planning document approved under
section 452(d), of an automatic data processing and information
retrieval system designed effectively and efficiently to assist man-
agement in the administration of the State plan, in the State and
localities thereof, -so as (A) to control, account for, and monitor

'Subpar&. (14) and (15) were added by sec. 502(a) of P.L. 95-30.
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(i) all the factors in the child support enforcement collection and
paternity determination process under such plan (including, but
not limited to, (I) identifiable correlation factors (such as social
security numbers, names, dates of birth, home addresses and
mailing addresses (including postal ZIP codes) of any individual
with respect to whom child support obligations are sought to be
established or enforced and with respect to any person to whom
such support obligations are owing) to assure sufficient com-
patibility among the systems of different jurisdictions to permit
periodic screening to determine whether such individual is paying
or is obligated to pay child support in more than one jurisdic-
tion, (II) checking of records of such individuals on a periodic
basis with Federal, intra- and inter-State, and local agencies,
(III) maintaining the data necessary to meet the Federal re-
porting requirements on a timely basis, and (IV) delinquency
and enforcement activities), (ii) the collection and distribution
of support payments (both intra- and inter-State), the deter-
mination, collection and distribution, of incentive payments both
inter- and intra-State, and the maintenance of accounts receivable
on all amounts owed, collected and distributed, and (iii) the costs
of all services rendered, either directly or by interfacing with
State financial management and expenditure information, (B)

* to provide interface with records of the State's aid to families
with dependent children program in order to determine if a col-
lection of a support payment causes a change affecting eligibility
for or the amount of aid under such program, (C) to provide
for security against unauthorized access to, or use of, the data
in such system, and (D) to provide management information on
all cases under the State plan from initial referral or application
through collection and enforcement."

Payments to States

See. 455. (a) From the sums appropriated therefor, the Secretary
shall pay to each State for each quarter, beginning with the quarter
commencing July 1, 1975, an amount-

(1) equal to 75 percent of the total amounts expended by such
State during such quarter for the operation of the plan approved
under section 454,

(2) equal to 50 percent of the total amounts expended by such
State during such quarter for the operation of a plan which meets
the conditions of section 454 except as is provided by a waiver
by the Secretary which is granted pursuant to specific authority
set forth in the law, and

Subpar. (16) was added by sea. 405 of P.L. 96-265 effective July 1, 1981.
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(3) equal to 90 percent (rather than the percent specified in
clause (1) or (2)) of so much of the sums expended during such
quarter as are attributable to the planning, design, develop-
nient, installation or enhancement of an automatic data proc-
essing and information retrieval system which the Secretary
finds meets the requirements specified in section 454(16) :1

(b) (1) Prior to the beginning of each quarter, the Secretary shall
estimate the amount to which a State will be entitled under subsection
(a) for such quarter, such estimates to be based on (A) a report filed
by the State containing its estimate of the total sum to be expended
in such quarter in accordance with the provisions of such subsection,
and stating the amount appropriated or made available by the State
and its political subdivisions for such expenditures in such quarter,
and if such amount is less than the State's proportionate share of the
total sum of such estimated expenditures, the source or sources from
which the difference is expected to be derived, and (B) such other
investigation as the Secretary may find necessary.

(2) Subject to subsection (d), the Secretary shall then pay, in such
installments as he may determine, to the State the amount so estimated,
reduced or increased to the extent of any overpayment or underpayment
which the Secretary determines was made under this section to such
State for any prior quarter and with respect to which adjustment has
not already been made under this subsection.

(3) Upon the making of any estimate by the Secretary under this
subsection, any appropriations available for payments under this sec-
tion shall be deemed obligated.

(c) (1) Subject to paragraph (2), there shall be included, in deter-
mining amounts expended by a State during any quarter for the op-
eration of the plan approved under section 454, so much of the ex-
penditures of courts of such State and its political subdivisions (ex-
cluding expenditures for or in connection with judges and other in-
dividuals making judicial determinations, but not excluding ex-
penditures for or in connection with their administrative and sup-
port personnel) as are attributable to the performance of services
which are directly related to, and clearly identifiable with, the opera-
tion of such plan.

(2) The aggregate amount of the expenditures which are included
pursuant to paragraph (1) for the quarters in any calendar year
shall be reduced (but not below zero) by the total amount of expendi-
tures described in paragraph (1) which were made by the State for
the 12-month period beginning January 1, 1978.

'Sec. 455(a) was amended by secs. 201(c) and 205 of P.L. 94-SS. by sec. 3 of P.L.
95-365, by sec. 4 of P.L. 95-59, by sec. 2 of P.L. 96-178 (as amended by ae. 301 of P.L
96-272) and (effective July 1, 1981) by sea. 405 of P.1I 96-265. See also, sea. 308 of
P.L 94-566 and P.L. 95-482 (continuing resolution). The semicolon at the end of par. (3)
is a technical error and apparently should be a period.

2Sec. 455(b) added by P.L. 94-88 and amended by sec. 407 of P.L. 96-265. See also sec.
206 of P.L. 94-88 (p. 766 of this document).
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(3) The State agency may, if the law (or procedures established
thereunder) of the State so provides, pay so much of the amount it
receives under subsection (a) for any quarter as is payable by reason
of the provisions of this subsection directly to the courts of the State
(or political subdivisions thereof) furnishing the services on account
of which the payment is payable.'

(d) Notwithstanding any other provision of law, no amount shall
be paid to any State under this section for any quarter, prior to the
close of such quarter, unless for the period consisting of all prior
quarters for which payment is authorized to be made to such State
under subsection (a), there shall have been submitted by the State to
the Secretary, with respect to each quarter in such pxriod (other
than the last two quarters in such period), a full and complete
report (in such form and manner and containing such information
as the Secretary shall prescribe or require) as to the amount of child
support collected and disbursed and all expenditures with respect to
which payment is authorized under subsection (a).2

Support Obligations

See. 456. (a) The support rights assigned to the State under section
402(a) (26) shall constitute an obligation owed to such State by the

* individual responsible for providing such support. Such obligation
shall be deemed for collection purposes to be collectible under all
applicable State and local processes.

(1) The amount of such obligation shall be-
(A) the amount specified in a court order which covers

the assigned support rights, or
(B) if there is no court order, an amount determined by

the State in accordance with a formula approved by the
Secretary, and

(2) Any amounts collected from an absent parent under the
plan shall reduce, dollar for dollar, the amount of his obligation
under paragraphs (1) (A) and (B).

(b) [Repealed]. 3

Distribution of Proceeds

Sec. 457.' (a) The amounts collected as child support by a State
pursuant to a plan approved under this part during the 15 months
beginning July 1, 1975, shall be distributed as follows:

(1) -0 per centum of the first $50 of such amounts as are col-
lected periodically which represent monthly support payments
shall be paid to the family without any decrease in the amount
paid as assistance to such family during such month;

Subsee. (c) was added by sec. 404 of P.L. 96-265.
2 Subaem. (d) was added by sec. 407 of PJ. 96-265 effective Jan. 1, 1981.
SSubsee. 456(b) repealed by see. 328 of P.L. 95-598 effective Nov. 6. 1978.

' See see. 402(a) (28).
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(2) such amounts as are collected periodically which are in
excess of any amount paid to the family under paragraph (1)
which relresent monthly support payments shall be retained by
the State to reimburse it for assistance payments to the family
during such period (with appropriate reimbursement of the
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* Federal Government to the extent of its participation in the
financing);

(3) such amounts as are in excess of amounts retained by the
State under paragraph (2) and are not in excess of the amount
required to be paid during such period to the family by a court
order shall be paid to the family; and

(4) such amounts as are in excess of amounts required to be
distributed under paragraphs (1), (2), and (3) shall be (A)
retained by the State (with appropriate reimbursement of the
Federal Government to the extent of its participation in the
financing) as reimbursement for any past assistance payments
made to the family for which the State has not been reimbursed or
(B) if no assistance payments have been made by the State which
have not been repaid, such amounts shall be paid to the family.

(b) The amounts collected as child support by a State pursuant to
a plan approved under this part during any fiscal year beginning after
September 30, 1.976, shall be distributed as follows:

(1) such amounts as are collected periodically which represent
monthly support payments shall be retained by the State to reim-
burse it for assistance payments to the family during such period
(with appropriate reimbursement of the Federal Government to
the extent of its participation in the financing)

(2) such amounts as are in excess of amounts retained by the
State under paragraph (1) and are not in excess of the amount
required to be paid during such period to the family by a court
order shall be paid to the family; and

(3) such amounts as are in excess of amounts required to be
distributed under paragraphs (1) and (2) shall be (A) retained
by the State (with appropriate reimbursement of the Federal
Government to the extent of its participation in the financing) as
reimbursement for any past assistance payments made to the
family for which the State has not been reimbursed or (B) if no
assistance payments have been made by the State which have not
been repaid, such amounts shall be paid to the family.

(c) Whenever a family for whom child support payments have been
collected and distributed under the plan ceases to receive assistance
under part A of this title, the State may-

(1) continue to collect amounts of child support payments
which represent monthly support payments from the absent
parent for a period of not to exceed three monthss from the month
following the month in which such family ceased to receive assist-
ance under part A of this title, and pay all amounts so col-
lected, which represent monthly support payments, to the family;
and

(2) at the end of such three-month period, if the State is au-
thorized to do so by the individual on whose behalf the collection

257 See.. 457 (c)
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will be made, continue to collect amounts of child support pay-
ments which represent monthly support payments from the absent
parent and pay the net amount of any amount so collected, which
represents monthly support payments, to the family after de-
ducting any costs incurred in making the collection from the
amount of any recovery made,

and so much of any amounts of child support so collected as are in
excess of the payments required to be made in paragraph (1) shall be
distributed in the manner provided by subsection (b) (3) (A) and (B)
with respect to excess amounts described in subsection (b)."

Incentive Payment to States and Localities

Sec. 458.2 (a) When a political subdivision of a State makcs, for
the State of w'iich it is a political subdi% ision, or one State makes, for
another State. or a State on its own behalf makes, the enforcement
aid collection of the suplprt rights assigned mider section 402(a)
"(26) (either within or outside of such State). ther' -Aiall be paid to
such political :niivi~ion, such other State, or -uch State (in the ca:,e
of a State which on its own behalf makes :-uch enforcement and
coAlection) fr:o-j amounts which would otherwise represent the Federal
share of a-:i.-taicte to the. fa.mmily of the ab.-*,nt parent an ailiount equlal

toi 15 per i'eiimmmu of any amount collected and required to be distrib-
uteri as plfovide,1 in zeetlion 4.57 to reduce or repay as-iltanvtc
p:my incurs.

, i, Wihere l,,ore tlian one jurisdiction is involved in such enforce-
inent or collv tion. the amount of the incentive payment determined
:,lt'" :alst..III inl (1 ) :-lall he allocated among the jurisdictions in a
11a1.0ner to le jir,•t'riled by the Secretary.

tI' ' No imylIm it under the prec.eding provisions of this section shall
be. Ilitadt, :it : St;ate or political subdivisium thereof with respect to
anV :11il101t10l ',,ltct'el and i.- tibuted by it unle.,. such amount. was
t' I1 hd ('d ;I IIt I ,1 Lli.l k't 11l in atcw', lance with t lie State plhn of tite State
applroved i by tihe ,wcrk-tary as meeting the conditions required by see-
tioi 4.-4.'

Consent by the United States to Garnishment and Similar
Proceedings for Enforcement of Child Support and Alimony
Obligations

Sec. 459. (a) Not withstanding any other provision of law, effective
January 1. 1975. mimoneys (the entitlement to which is based upon re-

incuneratmon foir employment) due from. or payable by, the United

S .ub-.ec (e) %asanmeuded by see. 11 of P.L. 95-171.
- See secs. 201(b) and :103Mb) of P.L 94-88 (pp. 765 and 766 of this document).

Subse". (a) was aciiedeted by see. 503(a)(1) of P.L. 95-30 and see. 307 of P.L. 96-272.
S.ee .7• of P.L. 16-272 albo minded the heading.

S Subsec. (b) was amended bv seea 503(a) (2) of P.L. 96- 30.
8 Subsec. (c) was added by see. 307 of P.L. 96W2?7
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States or the District of Columbia (including any agency, subdivision,
or instrumentality thereof) to any individual. including members of
the armed services, shall be subject, in like manner and to the same
extent as if the United States or the District of Columbia' were a
private person, to legal process brought for the enforcement, against
such individual of his legal obligations to provide child support or
make alinrony payments.

(b) Service of legal process brought for the enforcement of an
individual's obligation to provide child support or make alimony
payments shall be accomplished by certified or registered mail. return
receipt requested, or by personal service, upon the appropriate agent
designated for receipt of such service, of process pursuant to regula-
tions promulgated pursuant to section 461 (or, if no agent has been
designated for the governmental entity having payment responsibility
for the moneys involved, then upon the head of such governmental
entity). Such process shall be accompanied by sufficient data to permit
prompt identification of the individual and the moneys involved.'

(c) No Federal employee whose duties include responding to inter-
rogatories pursuant to requirements imposed by section 461 (b) (3)
shall be subject under any law to any disciplinary action or civil or
criminal liability or penalty for, or on account of, any disclosure of
information made by him irn connection with the carrying out of any of
his duties which pertain (directly or indirectly) to the answering of
any such interrogatory.'

(d) Whenever any person, who is designated by law or regulation
to accept service of process to which the United States is subject under
this section, is effectively served with any such process or with inter-
rogatories relating to an individual's child support or alimony pay-
ment obligations, such person shall respond thereto within thirty days
(or within such longer period as may be prescribed by applicable State
law) after the date effective service thereof is made, and shall, as soon
as possible but not later than fifteen days after the date effective service
is so made of any such process, send written notice that such process
ha3 been so served (together with a copy thereof) to the individual
whose moneys are affected thereby at his duty station or last-known
home address.'

(e) Governmental entities affected by legal processes served for the
enforcement of an individual's child support or alimony payment
obligations shall not be required to vary their normal pay and dis-
bursement cycles in order to comply with any such legal process.'

(f) Neither the United States, any disbursing officer, nor govern-
mental entity shall be liable with respect to any payment made from
moneys due or payable from the United States to any individual pur-
suant to legal process regular on its face, if such payment is made in
accordance with this section and the regulations issued to carry out
this section.1

I See. 459 was amended by sec. 501 of P.L. 95-30.
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Civil Actions To Enforce Child Support Obligations

Sec. 460. The district courts of the United States shall have juris-
diction, without regard to any amount in controversy, to hear and de-
termine any civil action certified by the Secretary of Health, Educa-
tion, and Welfare under section 452(a) (8) of this Act. A civil action
under this section may be brought in any judicial district in which the
claim arose, the plaintiff resides, or the defendant resides.

Regulations Pertaining to GarnishmentsI

Sec. 46L(a) Authority to promulgate regulations for the imple-
inentation of the provisions of section 459 shall, insofar as the provi-
sions of :uchi section are applicable to moneys due from (or payable
by) -

(1) the executive branch of the Government (including in such
branch, for the purposes of this subsection, the territories and
possessions of the United States, the United States Postal Service,
The Postal Rate Commission, any wholly owned Federal corpora-
tion created by an Act of Congress, and the government of the
District of Columbia), be vested in the President (or his
designee),

(2) the legislative branch of the Government. be vested jointly
in the President pro tempore of the Senate and the Speaker of
the Ilouse of Representatives (or their designees), and

(3) the judicial branch of the Government, be vested in the
Chief Justice of the United States (or his designee).

(b) Regulations promulgated pursuant to this section shall-
(1) in the case of those promulgated by the executive branch

of the Government, include a requirement that the head of each
agency thereof shall cause to be published, in the appendix of the
regulations so promulgated, (A) his designation of an agent or
agents to accept service of process, identified by title of position,
mailing address, and telephone number, and (B) an indication of
the data reasonably required in order for the agency promptly
to identify the individual with respect to whose moneys the legal
process is brought,

(2) in the case of regulations promulgated for the legislative
and judicial branches of the Government set forth, in the appendix
to the regulations so promulgated, (A) the name, position, ad-
dress, and telephone number of the agent or ag. nts who have been
designated for service of process, and (B) an indication of the

'Secton 461 was added by se&. 501(c) of P.Ia. 9"-30.
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data reasonably required in order for such entity promptly to
identify the individual with respect. to whose Iioneys the legal
process is brought, and

(3) provide that (A) in the case of regulations promulgated
by the executive branch of the Government, each head of a gov-
ernnienial entity (oi his designee) shall respond to relevant in-
terrogatories, if authorized by law of the State in which
legal proces-s will issue, prior to foinmal issuance of such process,
upon a showing of the applicant's entitlement to child support
or alimony payments, and (1B) in the case of regulations promul-
gated for the legislative and judicial branches of the Govern-
ment, the person or per-ons designated as agents for servicee of
process in accordance with paragraph (2) shall respond to rele-
vant interrogatories if authorized by the law of the State in
which legal process will issue, prior to formal issuance of legal
process, upon a showing of the applicant's entitlement to child
support or alimony payments.

(c) In the event that a governmental entity, which is authorized
under this section or regulations issued to carry out this section to
accept service of process, pursuant to the provisions of subsection (a),
is served with more than one legal process with respect to the same
moneys due or payable to any individual, then such moneys shall be
available to satisfy such processes on a first-come, first-served basis,
with any such process being satisfied out of such moneys as remain
after the satisfaction of all such processes which have been previously
served.

Definitions1

Sec. 462. For purposes of section 459--
(a) The term "United States" means the Federal Government of

the United States. consisting of the legislative branch, the judicial
branch, and the executive branch thereof, and each and every depart-
mnent, agency, or instrumentality of any such branch, including the
United States Postal Service, the Postal Rate Commission, any wholly
owned Federal corporation created by an Act of Congress, any office,
commission, bureau, or other administrative subdivision or creature
thereof, and the governments of the territories and possessions of the
United States.

(b) The term "child support," when used in reference to the legal
obligations of an individual to provide such support, means periodic
payments of funds for the support and maintenance of a child or chil-
dren with respect to which such individual has such an obligation, and
(subject to and in accordance with State law) includes but is not

I Section 462 was added by sec 501 (dM of P.. 95--0.
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limited to, payments to provide for health care, education, recreation,
clothing, or to meet other specific needs of such a child or children;
such term also includes attorney's fees, interest, and court costs, when
and to the extent that the same are expressly made recoverable as such
pursuant to a decree, order, or judgment issued in accordance with
applicable State law by a court of competent jurisdiction.

(c) The term "alimony," when used in reference to the legal obliga-
tions of an individual to provide the same, means periodic payments
of funds for the support and maintenance of the spouse (or former
spouse) of such individual, and (subject to and in accordance with
State law) includes but is not limited to, separate maintenance, ali-
mony pendente lite, maintenance, and spousal support; such term also
includes attorney's fees, interest, and court costs when and to the extent
that the same are expressly made recuj-erable as such pursuant to a
decree, order, or judgment issued in accordance with applicable State
law by a court of competent jurisdiction. Such term does not include
any payment or transfer of property or its value by an individual to
his spouse or former spouse in compliance with any community prop-
erty settlement, equitable distribution of property, or other division
of property between spouses or former spouses.

(d) The term "private person" means a person who does not have
sovereign or other special immunity or privilege which causes such
person not to be subject to legal process.

(e) The term "legal process" means any writ, order, summons, or
other similar process in the nature of garnishment, which-

(1) is issued by (A) a court of competent jurisdiction within
any State, territory, or possession of the United States, (B) a
court of competent jurisdiction in any foreign country with which
the United States has entered into an agreement which requires
the United States to honor such process, or (C) an authorized
official pursuant to an order of such a court of competent juris-
diction or pursuant to State or local law, and

(2) is directed to, and the purpose of which is to compel, a
governmental entity, which holds moneys which are otherwise
payable to an individual, to make a payment from such moneys
to another party in order to satisfy a legal obligation of such
individual to provide child support or make alimony payments.

(f) Entitlement of an individual to any money shall be deemed
to be "based upon remuneration for employment," if such money
consists of-

(1) compensation paid or payable for personal services of such
individual, whether such compensation is denominated as wages,
salary, commission, bonus, pay, or otherwise, and includes but is

Sec. 462(b) 258--D
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not limited to, severance pay, sick pay, and incentive pay, but does
not include awards for making suggestions, or

(2) periodic benefits (including a periodic benefit as defined in
section 228(h) (3) of this Act) or other payments to such indi-
vidual under the insurance system established by title II of this
Act or any other system or fund established by the United States
(as defined in subsection (a)) which provides for the payment of
pensions, retirement or retired pay, annuities, dependents or sur-
vivors' benefits, or similar amounts payable on account of personal
services performed by himself or any other individual (not includ-
ing any payment as compensation for death under any Federal
program, any payment under any Federal program established
to provide "black lung" benefits, any payment by the Veterans'
Administration as pension, or any payments by the Veterans'
Administration as compensation for a service-connected disability
or death, except any compensation paid by the Veterans' Adminis-
tration to a former member of the Armed Forces who is in receipt
of retired or retainer pay if such former member has waived a
portion of his retired pay in order to receive such compensation),
and does not consist of amounts paid, by way of reimbursement or
otherwise, to such individual by his employer to defray expenses
incurred by such individual in carrying out duties associated with
his employment.

(g) In determining the amount of any moneys due from, or pay-
able by, the United States to any individual, there shall be excluded
amounts which-

(1) are owed by such individual to the United States,
(2) are required by law to be, and are, deducted from the

remuneration or other payment involved, including but not limited
to, Federal employment taxes, and fines and forfeitures ordered
by court-martial,

(3) are properly withheld for Federal, State, or local income
tax purposes, if the withholding of such amounts is authorized or
required by law and if amounts withheld are not greater than
would be the case if such individual claimed all dependents to
which he was entitled (the withholding of additional amounts
pursuant to section 3402(i) of the Internal Revenue Code of 1954
may be permitted only when such individual presents evidence
of a tax obligation which supports the additional withholding),

(4) are deducted as health insurance premiums,
(5) are deducted as normal retirement contributions (not in-

cluding amounts deducted for supplementary coverage), or
(6) are deducted as normal life insurance premiums from

salary or other remuneration for employment (not including
amounts deducted for supplementary coverage).

258-B Sc 462(g)
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Part E-Federal Payments for Foster Care and Adoption
AssistanceI

Purpose: Appropriation

Sec. 470. For the purpose of enabling each State to provide, in ap-
propriate cases, foster care and adoption assistance for children who
otherwise would be eligible for assistance under the State's plan ap-
proved under part A (or, in thie case of adoption assistance, would be
eligible for benefits under title XVI), there are authorized to be ap-
propriated for each fiscal year (commencing with the fiscal year
which begins October 1. 1980) such sums as may be necessary to carry
out the provisions of this part. The sums made available under this
section shall be used for making payments to States which have sub-
mitted, and had approved by the Secretary, State plans under this part.

State Plan for Foster Care and Adoption Assistance

Sec. 471. (a) In order for a State to be eligible for payments under
this part, it shall have a plan approved by the Secretary which-

(1) provides for foster care maintenance payments in accord-
ance with section 472 and for adoption .assistance payments in
accordance with section 473;

(2) provides that the State agency responsible for administer-
ing the program authorized by part B of this title shall admin-
ister, or supervise the administration of, the program authorized
by this part;

(3) provides that the plan shall be in effect in all political sub-
divisions of the State. and, if administered by them, be mandatory
upon them;

(4) provides that the State shall assure that the programs at
the local level assisted under this part will be coordinated with
the programs at the State or local level assisted under parts A and
B of this title, under title XX of this Act, and under any other
appropriate provision of Federal law;

(5) provides that the State will, in the administration of its
programs under this part, use such methods relating to the estab-
lishment and maintenance of personnel standards on a merit basis
as are found by the Secretary to be necessary for the proper and
efficient operation of the programs, except that the Secretary shall
exercise no authority with respect to the selection, tenure of office,
or compensation of any individual employed in accordance with
such methods;

(6) provides that the State agency referred to in paragraph
(2) (hereinafter in this part referred to as the "State agency")
will make such reports, in such form and containing such infor-
mation as the Secretary may from time to time require, and corn-

1 PL E was added by see. 101 of P.L. 96-272.
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ply with such provisions as the Secretary may from time to time
find necessar- to assure the correctness a.'id verification of such
reports;

(7) provides that the State agency will monitor and conduct
periodic evaluations of activities carried out under this part;

(8) provides safeguards which restrict the use of or disclosure
of information concerning individuals assisted under the State
plan to purposes directly connected with (A) the administration
of the plan of the State approved under this part. the plan or pro-
gram of the State under part A. B. C. or D of this title or under
title I, V, X, XIV, XVI (as in effect in Puerto Rico, Guam, and
the Virgin Islands), XIX. or XX, or the supplemental security
income program established by title XVI, (B) any investigation,
prosecution, or criminal or civil proceeding. conducted in connec-
tion with the administration of any such plan or program, (C)
the administration of any other Federal or federally assisted pro-
gram which provides assistance, in cash or in kind, or services,
directly to individuals on the basis of need. and (D) any audit or
similar activity conducted in connection with the administration
of any such plan or program by any governmental agency which
is authorized by law to conduct such audit or activity; and the
safeguards so provided shall prohibit disclosure, to any committee
or legislative body (other than an agency referred to in clause
(D) with respect to an activity referred to in such clause), of any
information which identifies by name or address any such appli-
cant or recipient: except that nothing contained herein shall pre-
clude a State from providing standards which restrict disclosures
to purposes more limited than those specified herein, or which, in
the case of adoptions, prevent disclosure entirely:

(9) provides that where any agency of the State has reason to
believe that the home or institution in which a child resides whose
care is being paid for in whole or in part with funds provided
under this part or part B of this title is unsuitable for the child
because of the neglect, abuse, or exploitation of such child, it shall
bring such condition to the attention of the appropriate court or
law enforcement agency;

(10) provides that the standards referred to in section 2003
(d) (1) (F) shall be applied by the State to any foster family
home or child care institution receiving funds under this part or
part B of this title;

(11) provides for periodic review of the standards referred to
in the preceding paragraph and amounts paid as foster care main-
tenance payments and adoption assistance payments to assure
their continuing appropriateness;

258-G Sec. 471 (a)
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(12) provides for granting an opportunity for a fair hearing
before the State agency to any individual whose claim for benefits
available pursuant to this part is denied or is not acted upon with
reasonable promptness;

(13) provides that the State shall arrange for a periodic and
independently conducted audit of the programs assisted under
this part and part B of this title, which shall be conducted no less
frequently than once every three years;

(14) provides (A) specific goals (which shall be established by
State law on or before October 1, 1982) for each fiscal year (com-
mencing with the fiscal year which begins on October 1, 1983) as
to the maximum number of children (in absolute numbers or as a
percentage of all children in foster care with respect to whom
assistance under the plan is provided during such year) who, at
any time during such year, will remain in foster care after having
been in such care for a period in excess of twenty-four months,
and (B) a description of the steps which will be taken by the
State to achieve such goals;

(15) effective October 1, 1983, provides that, in each case,
reasonable efforts will be made (A) prior to the placement of a
child in foster care, to prevent or eliminate the need for removal
of the child from his home, and (B) to make it possible for the
child to return to his home; and

(16) provides for the development of a case plan (as defined
in section 475 (1)) for each child receiving foster care mainte-
nance payments under the State plan and provides for a case
review system which meets the requirements described in section
475(5) (B) with respect toeach such child.

(b) The Secretaxy shall approve any plan which complies with
the provisions of subsection (a) of this section. However, in any case
in which the Secretary finds, after reasonable notice and opportunity
for a hearing, that a State plan which has been approved by the Secre-
tary no longer complies with the provisions of subsection (a), or that
in the administration of the plan there is a substantial failure to com-
ply with the provisions of the plan, the Secretary shall notify the
State that further payments will not be made to the State under this
part, or that such payments will be. made to the State but reduced by
an amount which the Secretary determines appropriate, until the Sec-
retary is satisfied that there is no longer any such failure to comply,
and until he is so satisfied he shall make no further payments to the
State, or shall reduce such payments by the amount specified in his
notification to the State.

See. 471 (a) 2--H
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Foster Care Maintenance Payments Program 1 2

Sec. 472. (a) Each State with a plan approved under thih part shall
make foster care maintenance payments (as defined in section 475(4) )
under this part with respect to a child who would meet the require-
ments of section 406(a) or of section 407 but for his removal from the
hoem of a relative (specified in section 406(a)), if-

(1) the removal from the home occurred pursuant to a volun-
tary placement agreement entered into by the child's parent or
legal guardian or was the result of a judicial determiination to the
effect that continuation therein would be contrary to the welfare
of such child and (effective October 1, 1983) that reasonable
efforts of the type described in section 471(a) (15) had been
made;

(2) such child's placement and care are the responsibility of
(A) the State agency administering the State plan approved
under section 471, or (B) any other public agency with whom
the State agency administering or supervising the administration
of the State plan approved under section 471 has made an agree-
ment which is still in effect;

(3) such child has been placed in a foster family home or
child-care institution as a result of the voluntary placement
agreement or judicial determination referred to in paragraph
(1) ; and

(4) such child-
(A) received aid under the State plan approved under

section 402 in or for the month in which such agreement was

I Effective Oct. 1, 1983, subsec. (a) is amended by sec. 102(a) of P.L. 96-272 to read
as follows:

"FOSTER CARE MAINTENANCE PAYMENTS PROGRAM

"Szc. 472. (a) Each State with a plan approved under this part shall make foster care
maintenance payments (as defined in section 475t4)) under this part with respect to a
child who would meet the requirements of section 406(a) or of section 407 but for his
removal from the home of a relative specifiedd in section 4064a)). if-

"(1) the removal from the home was the result of a judicial determination to the
effect that continuation therein would be contrary to the welfare of .uch child and
(effective October 1, 1983) that reasonable efforts of the type described In section 471
Ia) (15) have been made;

"(2) such child's placement and care are the responsibility of (A) the State agency
administering the State plan approved under section 471. or (B) any other public
agency with whom the State agency administering or supervising the administration
of the State plan approved under section 471 has made an agreement which is still
in effect;

"(3) such child has been placed in a foster family home or child-care Institution
as a result of a determination referred to in paragraph (1) ; and

"(4) such child-
"(A) received aid under the State Plan approved under section 402 in or for

the month in which court proceedings leading to the removal of such child from
the home were Initiated, or

"(B) (I) would have received such aid in or for such month if application had
been made therefor, or t1l) had been living with a relative specified in section
406(a) within six months prior to the month In which such proceedings were
Initiated, and would have received such aid in or for such month if in such
month he had been living with such a relative and application therefor had
been made."

See also the excerpt from sec. 102 of P.L 96-272.
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entered into or court proceedings leading to the removal of
such child from the home were initiated, or

(B) (i) would have received such aid in or for such month
if application had been made therefor, or (ii) had been living
with a relative specified in section 406(a) within six months
prior to the month in which such agreement was entered into
or such proceedings were initiated, and would have received
such aid in or for such month if in such month he had been
living with such a relative and application therefor had been
made.

(b) Foster care maintenance payments may be made under this
part only on behalf of a child described in subsection (a) of this section
who is-

(1) in the foster family home of an individual, whether the
payments therefor are made to such individual or to a public or
nonprofit private child-placement or child-care agency, or

(2) in a child-care institution, whether the payments therefore
are made to such institution or to a public or nonprofit private
child-placement or child-care agency, which payments shall be
limited so as to include in such payments only those items which
are included in the term "foster care maintenance payments" (as
defined in section 475(4)).

(c) For the purposes of this part. (1) the term "foster family home"
means a foster family home for children which is licensed by the State
in which it is situated or has been approved, by the agency of such
State having responsibility for licensing homes of this type. as meeting
the standards established for such licensing; and (2) the term "child-
care institution" means a nonprofit private child-care institution, or
a public child-care institution which accommodates no more than
twenty-five children, which is licensed by the State in which it is situ-
ated or has been approved, by the agency of such State responsible
for licensing or approval of institutions of this type. as meeting the
standards established for such licensing, but the term shall not include
detention facilities, forestry camps, training schools, or any other
facility operated primarily for the detention of children who are
determined to be delinquent.

(d) Notwithstanding any other provision of this title, Federal pay-
ments may be made under this part with respect to amounts expended
ky any State as foster care maintenance payments under this section, in
the case of children removed from their homes pursuant to voluntary
placement agreements as described in subsection (a), only if (at the
time such amounts were expended) the State has fulfilled all of the
requirements of section 427 (b).I

I Subsec. (d) was added by see. 102(a) (2) of P.L. 96-272, effective only for the period
Oct. 1, 1979-Sept. 30, 1983. After that date, the subsection is repealed.

Sec. 472 (a) 25W
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(e) No Federal payment may be made under this part with respect
to amounts expended by any State as foster care maintenance pay-
ments under this section, in the case of any child who was removed
from his or her home pursuant to a voluntary placement agreement
as described in subsection (a) and has remained in voluntary place-
ment for a period in excess of 180 days, unless there has been a judicial
determination by a court of competent jurisdiction (within the first
180 days of such placement) to the effect 'hat such placement is in the
best. interests of the child.1

(f) For the purposes of this part and part B of this title, (1) the
term "voluntary placement" means an out-of-home placement of a
minor, by or with participation of a State agency, after the parents
or guardians of the minor have requested the assistance of the agency
and signed a voluntary placement agreement; and (2) the term "-vol-
untary placement agreement" means a written agreement, binding on
the parties to the agreement, between the State agency, any other
agency acting on its behalf, and the parents or guardians of a minor
child which sacrifices, at a minimum. the legal status of the child and
the rights and obligations of the parents or guardians, the child, and
the agency while the child is in placement..'

(g) In any case where--
(1) the placement of a minor child in foster care occurred pur-

suant to a voluntary placement agreement entered into by the par-
ents or guardians of such child as provided in subsection (a), and

(2) suIh parents or guardiaits request (in such manner and
form as the Secretary may prescribe) that the child be returned
to their home or to the home of a relative,

the voluntary placement agreement shall be deemed to be revoked un-
less the State agency opposes such request and obtains a. judicial deter-
mination, by a court of competent jurisdiction, that the return of the
child to such home would be. contrary to the child's best interesws.'

(h) For purposes of titles XIX and XX, any child with respect
to whom foster care maintenance payments are made under this sec-
tion shall be deemed to be a dependent child as defined in section 406
and shall be deemed to be a recipient of aid to families with dependent
children under parl A of this title.2

Adoption Assistance Program

Sec. 473. (a) (1) Each State with a plan approved under this part
shall, directly through the State agency or through another public or
nonprofit private agency, make adoption assistance payments pur-.Subbecs. (e). (f), and (g) were added by see. 102ta) (2) of P.L 96-272, effective only
for the period Oct. 1, 1979-Sept. 30, 1983. After that date. those subsections are rept-aled.

2 Subsec. (h) was redesignated by sec. 102(a) 2,) of P.L. 96-272 effective only fur the
period Oct. 1, 1979-Sept. 30. 1983. After that date, the subsection Ir redesignated as
subsection (d).

See. 473(a)258-K
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suant to an adoption assistance agreement in amounts determined un-
der paragraph (2) of this subsection to parents who. after the effective
date of this section, adopt a child who-

(A) (i) at the time adoption proceedings were initiated, met
the requirements of section 406(a) or section 407 or would have

Sot such requirements except for his removal from the home of a
native (specified in section 406(a)), either pursuant to a volun-

tary placement agreement with respect to which Federal pay-
ments are provided under section 474 (or 403) or as a result of
a judicial determination to the effect that continuation therein
would be contrary to the welfare of such child, or'

(ii) meets all of the requirements of title XVI with respect to
eligibility for supplemental security income. benefits,

(B) (i) received aid under the State plan approved under sec-
tion 402 in or for the month in wh;ch such agreement was entered
into or court proceedings leading to the removal of such child
fromn the home were initiated, or:-

(ii) (I) would have received such aid in or for such itionth if
application had been made therefor, or (II) had been living with
a relative specified in section 406(a) within six months prior to the
month in which such agreement was entered into or such pro-
ceedings were initiated, and would have received such aid in or
for such month if in such month he had been living with such a
relative and alpplicat.ion therefor had been-ii iade. or:

(iii) is a child described in subparagraph (A) (ii), and
(C) has been determined by the State, pursuant to subsection

(c) of this section, to be a child with special needs.
(2) The amount of the adoption assistance lpayi-nets shall be deter-

rained through agreement between the adoptive patents and the State
or local agency administering the program under this section, which
shall take into consideration the circumstances of the adopting parents
and the needs of the child being adopted, and may be. readjusted
periodically, with the concurrence of the adopting parents ( which may
be specified in the adoption assistance agreement), depending upon
changes in such circumstances. However. in no ca.se may the amount of
the adoption assistance payment exceed the foster care maintenance
payment which would have been paid during the period if the child
with respect to whom the adoption assistance payment is made had
been in a foster family home.

(3) Notwithstanding the preceding paragraph, (A) no payment
may be made to parents with respect to any child who has attained the

I The phrase "" either pursuant to a voluutery placement agreement with respect to
which Federal isa.zments are provided under sec. 474 (or 403) or- was added by see.
102(a) (3) of P.L. 9&-272. effective only for the period Oct. 1, 1979-Sept. 30, 19S3. After
that date, that phrase is repealed.

2The phrase "buch agreenict was entered Into or" in clauses (1) and (1i) was added
by see. 102(a) (3) of P.L. 96 272. effective only for the period Oct. 1. 1979-Sept. 30. 1983.
After that date, that phrase is rtgealed.

258-LSee. 473 (a)
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age of eighteen (or, where the State determines that the child has a
* mental or physical handicap which warrants the continuation of assist-

ance, the age of twenty-one), and (B) no payment may be made to par-
ents with respect to any child if the State determines that the parents
are no longer legally responsible for the support of the child or if the
State determines that the child is no longer receiving any Sapport from
such parents. Parents who have been receiving adoption assis.-ance pay-
ments under this section shall keep the State or local agency adminis-
tering the program under this section informed of circumstances which
would, pursuant to this 3ubscction, make them ineligible for such as-
sistance payments, or eligible for assistance payments in a different
admount..

(4) For purposes of this part, individuals with whom a child (who
has been determined by the State, pursuant to subsection (c), to be a
child with special needs) is placed for adoption, pursuant to an inter-
locutory decree. shall be eligible for adoption assistance payments
under this subsection, during the period of the placement, on the same
terms and subject to the same conditions as if such individuals had
adopted such child.

(b) For purposes of title XIX and XX, any child with respect to
whom adoption assistance payments are made under this section shall
be deemed to be a dependent child as defined in section 406 and shall

Sbe deemed to be a recipient of aid to families with dependent children
under part A of this title.

(c) For purposes of this section, a child shall not be considered a
child with special needs unless-

(1) the State has determined that the child cannot or should
not be returned to the home of his parents; and

(2) the State had first determined (A) that there exists with
respect to the child a specific factor or condition (such as his eth-
nic background, age, or membership in a minority or sibling
group, or the presence of factors such as medical conditions or
physical, mental, or emotional handicaps) because of which it is
reasonable to conclude that such child cannot be placed with
adoptive parents without providing adoption assistance, and (B)
that. except where it would be against the best interests of the
child because of such factors as the existence ol significant emo-
tional ties with prospective adoptive parents while in the care of
such parents as a foster child, a reasonable, but unsuLcessful, ef-
fort has been made to place the child with appropriate adoptive
parents without providing adoption assistance under this section.

Payments to States; Allotments to States
* See. 474. (a) For e'ach quarter Ixbginning after September:30. 1SO.

each State which has a plan approved under this part (subject to the
limitations imposed by subsection (b)) shall be entitled to a payment
equal to the sum of-

Sec. 474(a)25&-M
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(1) an amount equal to the Federal medical assistance per-
centage (as defined in section 1905(b) of this Act) of the total
amount expended during such quarter as foster care maintenance
payments under section 472 for children in foster family homes
or child-care institutions; plus

(2) an amount equal to the Federal medical assistance per-
centage (as defined in section 1905(b) of this Act) of the total
amount expended during such quarter as adoption assistance pay-
ments under section 473 pursuant to adoption assistance agree-
ments; plus

(3) an amount equal to the sum of the-following proportions
of th1e total amounts expended during such quarter as found nec-
essary by the Secretary for the proper and efficient administration
of the State plan--

(A) 75 per centum of so much of such expenditures as are
for the training (including both short- and long-term train-
ing at educational institutions through grants to such insti-
tutions or by direct financial assistance to students enrolled
in such institutions) of personnel employed or preparing for
employment by the State agency or by the local agency ad-
ministering the plan in the political subdivision, and

(B) one-half of the remainder of such expenditures.
(b) (1) Notwithstanding the provisions of subsections (a) (1) and

(a) (3), the aggregate of the sums payable thereunder to any State
(other than a State subject to limitation under section 1108(a))
with respect to expenditures relating to foster care, for the calendar
quarters in any of the fiscal years 1981 through 1984 in which the con-
ditions set forth in paragraph (2) are met, shall not exceed the State's
allotment for such year.

(2) (A) The limitation in paragraph (1) shall apply-
(i) with respect to fiscal year 1981, only if the amount appro-

priated under section 420 for such fiscal year is equal to or greater
than $163,550,000;

(ii) with respect to fiscal year 1982, only if the amount appro-
priated under section 420 for such fiscal year is equal to or greater
than $220,000,000;

(iii) with respect to fiscal year 1983, only if the amount appro-
priated under section 420 for such fiscal year is equal to $266,-
000,000; and

(iv) with respect to fiscal year 1984, only if the amount appro-
priated under section 420 for such fiscal year is equal to $266,-
000,000.

(B) The limitatior.s set forth in paragraph (1) with respect to
the fiscal years 1982 through 1984 shall apply only if the required
appropriation is made in advance in an appropriation Act (as author-
ized under section 420(b)) for the fiscal year preceding the fiscal year
to which the limitation would apply.

258-NSee. 474(a)
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(3) For purposes of this subsection, a State's allotment for any
* fiscal year shall be the greater of-

(A) the amount determined under paragraph (4);
(B) an amount which bears thli same ratio to $100,000,000 as

the under age eighteen population of such State bears to the
under age eighteen population of the fifty States and the District
of Columbia: or

(C) at the option of the State. an amount determined under
paragraph (5), but only in the case of a State which meets the
requirements of such paragraph (5).

(4) For purposes of paragraph (3) (A). a State's allow .ent shall
be determined as follows:

(A) The allotment for any State for fiscal year 1980 shall be
an amount equal to such State's base amount (as determined
under subparagraph (C)) increased by 21.2 percent.

(B) The allotment for any State for each of the fiscal years
1981 through 1984 shall be an amount equal to such State's allot-
ment for the preceding fiscal year, increased or decreased by a
percentage equal to twice the ixrcentage increase or decrease (as
the case may be) (but not to exceed an increase or decrease of 10
percent) in the (Colisuluer Price Index prepared by the Depart-
ment of Labor. and used in determining cost-of-living adjustments
under section 215(i) of this Act. for the second quarter of the
preceding fiscal year as compared to such index for the second
quarter of the second preceding fiscal year. For purposes of this
subparagraph the Consumer Price Index for any quarter shall be
the arithmetical mean of such index for the three months in such
quarter.

(C) The base amount shall be equal to the amount of the Fed-
eral funds payable to such State for fiscal year 1978 under section
403 on account of expenditures for aid with respect to which Fed-
eral financial participation is authorized in payments pursuant to
section 408 (including administrative expenditures attributable
to the provision of such aid as determined by the Secretary) and
for those States which in fiscal year 1978 did not iuake foster care
maintenance ipaynments undl-r section 408 on behalf of children
otherwise eligible for such payment, solely because their foster
care was provided b~y related persons, shall be equal to the total
amount of Federal fumds the State would have been entitled to
be paid under section 403 on account of expenditures pursuant to
section 408 for that fiscal year if such payments had been made.
In the event that there is a dispute between any State and the Sec-
retary as to the amount of such expenditures for such fiscal year,
then, until the beginning of the fiscal year immediately following
the fiscal year in which the dispute is finally resolved, the base
amount shall be deemed to be the amount of Federal funds which

Sec. 474(b)25g-0



Revised July 1980

would have been payable under section 403 if the amount of such
expenditures were equal to the amount thereof claimed by the
State.

(5) (A) For purposes of paragraph (3) (C). a State's allotment
for any fiscal year ending after September 30, 1980. and bef re Octo-
ber 1. 1984, may. at the option of the State (and if the State meets
the requirements of subparagraphs (B) and (C)). be determined by
application of the provisions of paragraph (4) with the following
modifications:

(i) The base amount for purposes of determining an allotment
for any such fiscal year shall be equal to the base amount deter-
mined tnder paragraph (4) (C) increased by a percentage equal
to the percentage by which the average monthly number of chil-
dren in such State receiving aid with respect to which Federal
financial pamrticipation is authorized in payments pursuant to sec-
tion 408. or receiving foster care maintenance payments with re-
spect to which Federal financial participation is authorized under
this part. for such fiscal year exceeds the average monthly number
of such children for fiscal year 1978.

(ii) For purposes of clause (i). the percentage determined
under siuch clause shall not exceed 33.1 percent in the case of fiscal
year 1981. 46.4 percent in the case of fiscal year 1982. 61.1 percent
in the case of fiscal year 1983. or 77.2 percent in the case of fiscal
year 1984.

(B) No State may exercise the option to have it. allotment amount
determined under the provisions of this paragraph unless., for fiscal
year 1978. the average monthly number of children in such State re-
ceiving aid for which Federal financial participation is authorized in
payments pursuant to section 408 as a percentage of the under age
eighteen l)opulation of such State. was less than the average such per-
centage for the fifty States and the District of Columbia.

(C) No State may exercise the option to have its allotment deter-
inined under this p'aragraphli for any fiscal year other than fiscal year
1981 after tme first fiscal year (after fiscal year 1978) with respect to
which the average monthly number of children in such State receiving
aid for which Federal financial particilatioii is authorized in pay-
ments pursuant to section 408. or receiving foster care maintenance
payv ments for which Federal financial participation is authorized
under this part, as a percentage of the under age eighteen population
of such State. was equal to or greater than the average such percentage
for the fifty States amid the District of Columbia for the fiscal year
1978. Any allotmiment determined under this paragraph for a State
which opted to have its allotmment so determined under this paragraph
for the fiscal year prior to the first fiscal year for which its option may
not be exercised by reason of the preceding sentence shall be considered
to be such State's all 'ment for such prior fiscal year for purpo's of de-
termining allotmemits for subsequent fiscal years iuder paragraph (4).

Se.474(b) 258-P
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(D) In determining the number of children receiving aid for
which Federal financial participation is authorized in payments under
section 408 or under this part. for any fiscal year, with respect to any
State and with respect to the national average for purposes of subpara-
graphs (B) and (C), there shall be included those children with re-
spect to whom foster care maintenance payments were not made un-
der section 408 or this part (though they were otherwise eligible for
such payments) solely because their foster care was provided by re-
lated persons. In the event. that. there is a dispute l-t-ween any State and
the Secretary as to the number of such children (with respect to whom
foster care maintenance payments were not made) for any fiscal year,
then until the beginning of the fiscal year immediately following the
fiscal year in which the dispute is finally resolved, determinations tinder
subparagraphs (B) and (C) shall be made on the basis of the number
of such children claimed by the State.

(E) The Secretary shall promulgate an interim allotment
amount for purposes of this paragraph for each fiscal year for each
State exercising its option to have its allotment determined under this
paragraph, based on the most recent satisfactory data available, not
later than six months after the beginning of such fiscal year. The
amount of such allotment shall be adjusted, and the final allotment

* amount shall be promulgated, based on the most recent satisfactory
data available. not later than nine months after the end of such fiscal
year.

(6) Except. in the case of a State which loses the option of having
its allotment determined under paragraph (5) by reason of the provi-
sions of paragraph (5) (C). and subject to the provisions of such para-
graph (5) (C). the amount of any allotment a.( determined in accord-
ance with subparagraph (A). (B), or (C) of paragraph (3) for any
fiscal year for any State shall be determined in accordance with the
provisions of such subparagraph. without regard to the amount of such
State's allotment for any prior fiscal year as determined in accordance
with another such subparagraph.

(c) (1) Except as provided in paragraphs (3) and (4), for any of
the fiscal years 1981 through 1984 during which the limitation under
subsection (b) (1) is in effect, sums available to a State from its allot-
mient under subsection (b) for carrying out this part. which the State
does not claim as reimbursement for -xpenditures in such year pur-
suant to subsection (a) of this section. may be claimed by the State
as reimbursement for exl)enditures in such "year pursuant to part B of
this title, in addition to sunis available l)pursuant to section 420 for
carrying out part. B

* • (2) Except as provided in paragraphs (3) and (4), for any of the
fiscal years 1981 through 1984 during which the limitation under sub-
section (b) (1) is not in effect, a State may claim as reimbursement for
expenditures for such year pursuant to part B of this title, in addition

rB -L, 0 - b,) - .4
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to amounts claimed under section 420, an amount equal to the amount
by which the State's allotment amount for such fiscal year (as deter-
mined under subsection (b) (3)) exceeds the amount claimed by such
State for such fiscal year as reimbursement for expenses relating to
foster care under subsection (a) ; except that the total amount claimed
by such State for such fiscal year under this paragraph. when added to
the amount that such State receives for such fiscal year under section
420, may not exceed the amount that would have been payable to such
State under section 420 for each fiscal year if the relevant amount de-
scribed in subsection (b) (2) (A) had been appropriatedd for such fiscal
year.

(3) The provisions of paragraphs (1) and (2) shall not apply for
any fiscal year with respect to any State which, with respect to such
fiscal year, exercised its option to have its allotment amount deter-
mined under subsection (b) (5).

(4) (A) No State may claim an amount under the provisions of
this subsection as reimbursed for expenditures for any fiscal year
pursuant to part B of this title to the extent that such amount, plus
the amount claimed by such State for such fiscal year under section
420, exceeds the amount which would be allotted to such State under
part B if the amount appropriated under section 420 were $141,000,000,
unless such State has met the requirements set forth in section 427 (a).

(B) If, for each of any two consecutive fiscal years, there is ap-
propriated under section 420 a sum equal to $266,000,000, no State may
claim any amount under the provisions of this subsection as reimburse-
ment for expenditures for any succeeding fiscal year pursuant to part B
of this title unless such State has met the requirements set forth in
section 427 (b).

(C) If, for each of any two fiscal years during which the limitation
under subsection (b) (1) is not in effect, the total amount claimed
by a State as reimbursement for expenditures pursuant to part B under
this subsection and under section 420 equals the amount which would
be allotted to such State for such fiscal year under part B if the amount
appropriated under section 420 were $266,000,000. such State may not
claim any amount under the provisions of paragraph (2) as reimburse-
mient for expenditures for any succeeding fiscal year pursuant to part
B of this title unless such State has met the requirements set forth in
section 427 (b).

Definitions

Sec. 475. As used in this part or part B of this title:
(1) The term "case plan" means a written document which in-

cludes at least the following: A description of the type of home
or institution in which a child is to be placed, including a discus-
sion of the appropriateness of the placement and how the agency
which is responsible for the child plans to carry out the voluntary
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placement agreement entered into or judicial determination made
*O with respect to the child in accordance with section 472(a) (1);

and a plan for assuring that the child receives proper care and
that services are provided to the parents. child, and foster parents
in order to improve the conditions in the parents' home, facilitate
return of the child to his own home or the permanent placelllent
of the child, and address the needs of the child while in foster
care, including a discussion of the appropriateness of the services
that have been provided to the child under the plan.'

(2) The term "parents" means biological or adoptive parents
or legal guardians, as determined by applicable State law.

(3) The term -'adoption assistance agreement" means a written
agreement. binding on the parties to the agreement, between the
State agency, other relevant agencies. and the prospective adop-
tive parents of a minor child which as a minimum (A) specifies
the amounts of the adoption assistance payments and any addi-
tk(,nal services and assistance which are to be provided as part
o0 'v.h agreement, and (B) stipulates that the agreement shall
remain in effect regardless of the State of which the adoptive
parents are residentss at any given time. The agreement shall
contain provisions for the Iprotection (under an interstate coin-
pact approved by the Secretary or otherwise) of the interests of

* the child in cases where the adoptive parents and child move to
another State while the agreement is effective.2

(4) The term "foster care maintenance pavynents" means pay-
ments to cover the cost of (and the ,,ost of providing) food,
clothing, shelter, daily supervision. school supplies, a child's per-
sonal incidentals, liability insurance with respect to a child. and
reasonable travel to the child's home for visitation. In the case
of institutional care. such term shall include the reasonable costs
of administration and operation of such institution as are neces-
sarily required to provide the items described in the preceding
sentence.

(5) The term "case review system" means a procedure for
J assuring that,--

(A) each child has a case plan designed to achieve place-
ment in the least restrictive (most family like) setting avail-
Iable and in close proximity to the parents' home. consistent
with the best interest and special needs of the child,

(B) the status of each child is reviewed periodically but
no less frequently than once every six months by either a court

1The phrase -voluntary placement agreement entered into or" was added by -ee.
102(a) (4) of P.L. 96-272. effective only for the period Oct. 1, 1979-Sept. 30, 1983. AfterThat date. that phrase is repealed.

2 See. 101(a) (4) of P.L. U6-272 provides that Clause (B) of par. (3) is effective for
adoption assistance agreements entered into after Sept. 30, 1983. See excerpt from P.L.
!16-272.
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or by administrative review (as defined in paragraph (6))
in order to determine the continuing necessity for and appro-
priateness of the placement. the extent of compliance with
the case plan, and the extent of progress which has been made
toward alleviating or mitigating the causes necessitating
placement in foster care. and to project a likely date by which
the child may be returned to the home or placed for adoption
or legal guardianship, and

(C) with respect to each such child, procedural safeguards
will be applied. among other things. to assure each child in fos-
ter care under the supervision of the State of a dispositional
hearing to be held. in a family or juvenile court or an-
other court (including a tribal court) of competent jurisdic-
tion, or by an administrative body appointed or approved by
the court. no later than eighteen months after the original
placement (and periodically thereafter during the continua-
tion of foster care), which hearing shall determine the future
status of the child (including, but not limited to. whether the
child should be returned to the parent. should be continued
in foster care for a specified period, should be placed for
adoption. or should (because of the child's special needs or
circumstances) be, continued in foster care on a permanent or
long-term basis): and procedural safeguards shall also be
applied with respect to parental rights pertaining to the re-
moval of the child from the home of his parents. to a. change
in the child's placement. and to any determination affecting
visitation privileges of parents.

(6) The term "administrative review' means :1 review open to
the participation of the parents of the child, conducted by a panel
of appropriate persons at least one of whom is not responsible for
the case management, of. or the delivery of services to. either the
child or the parents who are the subject of the review.

Technical Assistance; Data Collection and Evaluation

Sec. 476. (a) The Secretary may provide technical assistance to the
States to assist them to develop tlhe programs authorized under this
part and sLall periodically (1) evaluate the lrOOr'alm•s authorized un-
dier this part and part B of this title and (2) collect and publish data
pertaining to the incidence and characteristics of faster care and adop-
tions ill this 0ommutry.

(b) Each State shall suiOmit statistical reports as the Secretary may
require with respect to children for whom payments are made under
this part containing information with respect to such children includ-
ing legal status. dei•ographic characteristics. h6ation. and length of
any stay in foster care.
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Authorization of Appropriations

* Sec. 501. For the purpose of enabling each State to extend and
improve (especially in rural areas and in areas suffering from severe
economic distress), as far as practicable under the conditions in such
State,

(1) services for reducing infant mortality and otherwise pro-
moting the health of mothers and children; and

(2) services for locating, and for medical, surgical, corrective,
and other services and care for and facilities for diagnosis, hos-
pitalization, and aftercare for, children who are crippled or who
are suffering from conditions leading to crippling,

there are authorized to be appropriated $250,000,000 for the fiscal
year ending June 30, 1969, $275,000,000 for the fiscal year ending
June 30, 1970, $300,000,000 for the fiscal year ending June 30, 1971,
$325,000,000 for the fiscal year ending June 30, 19722, $350,000,000 for
the fiscal year ending June 30, 1973, and for each of the next four fiscal
years, and $399,864,200 for the fiscal year ending September 30, 1978,
and for each fiscal year thereafter.:

Purposes for Which Funds Are Available

Sec. 502. Appropriations pursuant to section 501 shall be available
for the following purposes in the following proportions:

(1) In the case of the fiscal year ending June 30, 1969, and each
of the next 5 fiscal years, (A) 50 percent of the appropriation

1 This table of contents does not appear In the law.
2 Section 501 was amended by see. 309 (a) of P.L. 95-83.
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for such year shall be for allotments pursuant to sections 503 and
504; (B) 40 percent thereof shall be for grants pursuant to sec-
tions 508, 509, and 510; and (C) 10 percent thereof shall be for
grants, contracts, or other arrangements pursuant to sections 511
and 512.

(2) In the case of the fiscal year ending June 30, 1975, and
each fiscal year thereafter, (A) 90 percent of the appropria-
tion for such years shall be for allotments pursuant to sections
503 and 504; and (B) 10 percent thereof shall be for grants, con-
tracts, or other arrangements pursuant to sections 511 and 512.

Not to exceed 5 percent of the appropriation for any fiscal year under
this section shall be transferred, at the request of the Secretary, from
one of the purposes specified in paragraph (1) or (2) to another
purpose or purposes so specified. For each fiscal year, the Secretary
shall determine the portion of the appropriation, within the percent-
age determined above to be available for sections 503 and 504, which
shall be available for allotment pursuant to section 503 and the por-
tion thereof which shall be available for allotment pursuant to sec-
tion 504. Notwithstanding the preceding provisions of this section,
of the amount appropriated for any fiscal year pursuant to section 501,
not less than 6 percent of the amount appropriated shall be available
for family planning services from allotments under section 503 and
for family planning services under projects under sections 508 and 512.

Allotments to States for Maternal and Child Health Strvices

Sec. 503. The amount determined to be available pursuarn to sec-
tion 502 for allotments under this section shall be allotted for pay-
ments for maternal and child health services as follows:

(1) One-half of such amount shall be allotted by allotting to
each State $70,000 plus such part of the remainder of such one-
half as he finds that the number of lIve births in such State bore to
the total number of live births in the United States in the latest
calendar year for which he has statistics.

(2) The remaining one-half of such amount shall (in addition
to the allotments under paragraph (1)) be allotted to the States
from time to time according to the financial need of each State
for assistance in carrying out its State plan, as determined by the
Secretary after taking into consideration the number of live
births in such State; except that not more than 25 percent of such
one-half shall be available for grants to State agencies (admin-
istering or supervising the administration of a State plan ap-
proved under section 505), and to public or other nonprofit insti-
tutions of higher learning (situated in any State), for special
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projects of regional or national significance which may contribute
to the advancement of maternal and child health.

Allotments to States for Crippled Children's Services

See. 504. The amount determined to be available pursuant to sec-
tion 502 for allotments under this section shall be allotted for pay-
ments for crippled children's services as follows:

(1) One-half of such amount shall be allotted by allotting to
each State $70,000 and allotting the remainder of such one-half
according to the need of each State as determined by him after
taking into consideration the number of crippled children in
such State in need of the services referred to in paragraph (2)
of section 501 and the cost of furnishing such services to them.

(2) The remaining one-half of such amount shall (in addition
to the allotments under paragraph (1)) be allotted to the States
from time to time according to the financial need of each State
for assistance in carrying out its State plan, as determined by the
Secretary after taking into consideration the number of crippled
children in each State in need of the services referred to in para-
graph (2) of section 501 and the cost of furnishing such serv-
ices to them; except that not more than 25 percent of such one-
half shall be available for grants to StAte agencies (administering
or supervising the administration of a State plan approved under
section 505), and to public or other nonprofit institutions of higher
learning (situated in any State), for special projects of regional
or national significance which may contribute to the advancement
of services for crippled children.

Approval of State Plans

Sec. 505. (a) In order to be entitled to payments from allotments
under section 502, a State must have a State plan for maternal and
child heaith services and services for crippled children which-

(1) provides for financial participation by the State;
(2) provides for the administration of the plan by the State

health agency or the supervision of the administration of the
plan by the State health agency; except that in the case of those
States which on July 1, 1967, provided for administration (or
supervision thereof) of the State plan approved under section
513 (as in effect on such date) by a State agency other than the
State health agency, the plan of such State may be approved
under this section if it would meet the requirements of this sub-
section except for provision of administration (or supervision
thereof) by such other agency for the portion of the plan relat-
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ing to services for crippled children, and, in each such case, the
portion of such plan which each such agency administers, or the
administration of which each such agency supervises, shall be re-
garded as a separate plan for purposes of this title;

(3) provides (A) such methods of administration (including
methods relating to the establishment and maintenance of per-
sonnel standards on a merit basis, except that the Secretary shall
exercise no authority with respect to the selection, tenure of
office, and compensation of any individual employed in accord-
ance with such methods) as are necessary for the proper and effi-
cient operation of the plan and (B) provides for the training
and effective use of paid subprofessional staff, with particular
emphasis on the full-time or part-time employment of persons
of low income, as community service aides, in the administration
of the plan and for the use of nonpaid or partially paid volun-
teers in providing services and in assisting any advisory com-
mittees established by the State agency;

(4) provides that the State agency will make such reports, in
such form and containing such information, as the Secretary may
from time to time require, and comply with such provisions as he
may from time to time find necessary to assure the correctness and
verification of such reports;

(5) provides for cooperation with medical, health, nursing, ed-
ucational, and welfare groups and organizations and, with respect
to the portion of the plan relating to services for crippled chil-
dren, with any agency in such State charged with administering
State laws providing for vocational rehabilitation of physically
handicapped children;

(6) provides for payment of the reasonable cost of inpatient
hospital services provided under the plan, as determined in ac-
cordance with methods and standards, consistent with section
1122, which shall bo developed by the State and included in the
plan, except that the reasonable cost of any such services as de-
termined under such methods and standards shall not exceed the
amount which would be determined under section 1861 (v) as the
reasonable cost of such services for purposes of title XVIII;

(7) provides, with respect to the portion of the plan relating
to services for crippled children, for early identification of chil-
dren in need of health care and services, and for health care and
treatment needed to correct or ameliorate defects or chronic con-
ditions discovered thereby, through provision of such periodic
screening and diagnostic services, and such treatment, care and
other measures to correct or ameliorate defects or chronic condi-
tions, as may be provided in regulations of the Secretary;
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(8) effective July 1, 1974, provides a program (carried out
* directly or through grants or contracts) of projects described

in section 508 which offers reasonable assurance, particularly in
areas with concentrations of low-income families, of satisfactorily
helping to reduce the incidence of mental retardation and other
handicapping conditions caused by complications associated with
child bearing and of satisfactorily helping to reduce infant aid
maternal mortality;

(9) effective July 1, 1974, provides s program (carried out
directly or through grants or contracts) of projects described
in section 509 which offers reasonable assurance, particularly in
areas with concentrations of low-income families, of satisfactorily
promoting the health of children and youth of school or pre-
school age;

(10) effective July 1, 1974, provides a program (carried out
directly or through grants or contracts) of projects described
in section 510 which offers reasonable assurance, particularly in
areas with concentrations of low-income families, of satisfactorily
promoting the dental health of children and youth of school or
preschool age;

(11) provides for carrying out the purposes specified in sec-
tion 501;

d (12) provides for the development of demonstration services
W (with special attention to dental care for children and family

planning services for mothers) in needy areas and among groups
in special need;(13) provides that, where payment is authorized under the
plan for services which an optometrist is licensed to perform, the
individual for whom such payment is authorized may, to the ex-
tent practicable, obtain such services from an optometrist licensed
to perform such services except where such services are rendered
in a clinic, or another appropriate institution, which does not have
an arrangement with optometrists so licensed;

(14) provides that acceptance of family planning services pro-
vided under the plan shall be voluntary on the part of the indi-
vidual to whom such services are offered and shall not be a pre-
requisite to eligibility for or the receipt of any service under the
plan; and

(15) provides-
(A) that the State health agency, or other appropriate

State medical agency, shall be responsible for establishing a
plan, consistent with regulations prescribed by the Secretary,
for the review by appropriate professional health personnel
of the appropriateness and quality of care and services fur-
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nished to recipients of services under the plan and, where
applicable, for providing guidance with respect thereto to the
other State agency referred to in paragraph (2) ; and

(B) that the State or local agency utilized by the Secre-
tary for the purpose specified in the first sentence of section
1864(a), or, if such agency is not the State agency which is
responsible for licensing health institutions, the State agency
responsible for such licensing, will perform the function of
determining whether institutions and agencies meet the re-
quirements for participation in the program under the plan
under this title.

(b) The Secretary shall approve any plan which meets the require-
ments of subsection (a).

Payments

Sec. 506. (a) From the sums appropriated therefor and the allot-
ments available under section 503(1) or 504(1), as the case may be, the
Secretary shall pay to each State which has a plan approved iunler
this title, for each quarter, beginning with the quarter coinilencing
July 1, 1968, an amount, which shall be used exclusively for carry-
ing out the State plan, equal to one-half of the total sum expended
during such quarter for carrying out such plan with respect to ma-
ternal and chiid health services and services for crippled children,
respectively.

(b) (1) Prior to the beginning of each quarter, the Secretary Shall
estimate the amount to whiel a State will be entitled under subsection
(a) for such quarter, such estimates to be based on (A) a report filed
by the State containing its estimate of the total sum to be expended
in such quarter in accordance with the provisions of such subsection,
and stating the amount appropriated or made available by the State
.nd its political subdivisions for such expenditures in such quarter,
and if such amount is less than the State's proportionate share of the
total sum of such estimated expenditures, the source or sources from
which the difference is expected to be derived, and (B) such other in-
vestigation as the Secretary may find necessary.

(2) The Secretary shall then pay to the State, in such installments
as he may determine, the amount so estimated, reduced or increased to
the extent of any overpayment or underpayment which the Secretary
determines was made under this section to such State for any prior
quarter and with respect to which adjustment has not already been
made under this subsection.

(3) Upon the making of an estimate by the Secrefiry under tliis
subsection, any appropriations available for payments - 'der thii --
tion shall be deemed obligated.
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(c) The Secretary shall also from time to time make payments to
Sthe States from their respective allotments pursuant to section 503(2)

or 504(2). Payments of grants under sections 503(2), 504(2), 508,
509, 510, and 511, and of grants, contracts, or other arrangements
under section 512, may be made in advance or by way of reimburse-
ment, and in such installments, as the Secretary may determine; and
shall be made on such conditions as the Secretary finds necessary to
carry out the purposes of the section involved.

(d) The total amount determined under subsections (a) and (b)
and the first sentence of subsection (c) for any fiscal year ending after
June 30, 1968, shall be reduced by the amount by which the sum ex-
pended (as determined by the Secretary) from non-Federal sources
for maternal aind child health services and services for crippled chil-
dren for such year is less than the sum expended from such sources
for such services for the fiscal year ending June 30, 1968. In the case
of any such reduction, the Secretary shall determine the portion
thereof which shall be applied, and the manner of applying such re-
duction, to the amounts otherwise payable from allotments under sec-
tion 503 or section 504.

(e) Notwithstanding the preceding provisions of this section, no
payment shall be made to any State thereunder from the allotments
!inder section 503 or section 504 for any period after June 30, 1968,

Sunless the State makes a satisfatory showing that it is extending the
provisions of services, including services for dental care for children
and family planning for mothers, to which such State's plan applies
in the State with a view to making such services available by July 1,
1975, to children and mothers in all parts of the State.

(f) Notwithstanding the preceding provisions of this section, no
payment shall be made to any State thereunder-

(1) with respect to any amount paid for items or services fur-
nished under the plan after December 31, 1972, to the extent that
such amount exceeds the charge which would be determined to
be reasonable for such items or services under the fourth and fifth
sentences of section 1842 (b) (3) ; or

(2) with respect to any amount paid for services furnished
under the plan after December 31, 1972, by a provider or other
person during any period of time, if payment may not be made
under title XVIII with respect to services furnished by such pro-
vider or person during such period of time solely by reason of a
determination by the Secretary under section 1862(d) (1) or un-
der clause (D), (E),or (F) of section 1866(b) (2) ;or

(3) with respect to any amount expended for inpatient hos-
pital services furnished under the plan to the extent that such
amount exceeds the hospital's customary charges with respect to
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such services or (if such services are furnished under the plan
by a public institution free of charge or at nominal charges to the
public) exceeds an amount determined on the basis of those items
(specified in regulations prescribed by the Secretary) included
in the determination of such payment which the Secretary finds
will provide fair compensation to such institution for such serv-
ices; or

(4) with respect to any amount expended for services furnished
under the plan by a hospital unless such hospital has in effect a
utilization review plan which meets the requirement imposed by
section 1861 (k) for purposes of title XVIII; and if such hospital
has in effect such a utilization review plan for purposes of title
XVIII, such plan shall serve as the plan required by this subsec-
tion (with the same standards and procedures and the same review
committee or group) as a condition of payment under this title;
the Secretary is authorized to waive the requirements of this para-
graph in any State if the State agency demonstrates to his sat-
isfaction that it has in operation utilization review procedures
which are superior in their effectiveness to the procedures required
under section 1861(k).

(g) F or limitation on Federal participation for capital expenditures
which are out of conformity with a comprehensive plan of a State or
areawide planning agency, see section 1122.

Operation of State Plans

Sec. 507. If the Secretary, after reasonable notie and opportunity
for hearing to the State agency administering or supervising the ad-
ministration rf the State plan approved under this title, finds-

(1) that the plan has been so changed that it no longer com-
plies with the provisions of section 505; or

(2) that in the administration of the plan there is a failure
to comply substantially with any such provision;

the Secretary shall notify such State agency that further payments
ivill not be made to the State (or, in his discretion, that payments will
be limited to categories under or paris of the State plan not affected
by such failure), until the Secretary is satisfied that there will no
longer be any such failure to comply. Until he is so satisfied he shall
make no further payments to such State (or shall limit payments to
categories under or parts of the State plan not affected by such
failure).

Special Project Grants for Maternity and Infant Care

See. 508. (a) In order to help reduce the incidence of mental retarda-
tion and other handicapping conditions caused by complications as-
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sociated with childbearing and to help reduce infant and maternal
* mortality, the Secretary is authorized to make, from the sums avail-

able under clause (B) of paragraph (1) of section 502, grants to the
State health agency of any State and, with the consent of such agency,
to the health agency of any political subdivision of the State, and to
any other public or nonprofit private agency, institution, oi organizi.-
tion, to pay not to exceed 75 percent of the cost (exclusive of generid
agency overhead) of any project for the provision of-

(1) necessary health care to prospective mothers (including,
after childbirth, health care to mothers and their infants) wlo
have or are likely to have conditions associated with childbearir.g
or are in circumstances which increase the hazards to the health
of the mothers or their infants (including those which may cause
physical or mental defects in the infants), or

(2) necessary health care to infants during their first year of
life who have any condition or are in circumstances which in-
crease the hazards to their health, or

(3) family planning services,
but only if the State or local agency determines that the recipient will
not otherwise receive such necessary health care or services because he
is from a low-income family or for other reasons beyond his control.
Acceptance of family planning services provided under a project

* tinder this section (and section 512) shall be voluntary on the part of
the individual to whom such services are offered and shall not be a pre-
requisite to the eligibility for or the receipt of any service under such
project.

(b) No grant may be made under this section for any project for
any period after June 30,1974.

Special Project Grants for Health of School and Preschool
Children

Sec. 509. (a) In order to promote the health of children and youth
of school or preschool age, particularly in areas with concentrations
of low-income families, the Secretary is authorized to make, from the
sums available under clause (B) of paragraph (1) of section 502,
grants to the State health agency of any State and (with the consent
of such agency) to the health agency of any political subdivision of
the State, to the State agency of the State administering or supervis-
ing the administration of the State plan approved under section 505,
to any school of medicine (with appropriate participation by a school
of dentistry), and to any teaching hospital affiliated with such a school,
to pay not to exceed 75 percent of the cost of projects of a comprehen-

* sive nature for health care and services for children and youth of
school age or for preschool children (to help them prepare to start
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school). No project shall be eligible for a grant under this section
unless it provides (1) for the coordination of health care and services
provided under it with, and utilization (to the extent feasible) of,
other State or local health, welfare, and education programs for such
children, (2) for payment of (A) the reasonable cost (as determined
in accordance with standards, consistent with section 1122, approved
by the Secretary) of inpatient hospital services provided under the
project, or (B) if less, the customary charges with respect to such
services provided under the project, or (C) if such services are fur-
nished under the project by a public institution free of charge or at
nominal charges to the public, an amount determined on the basis of
those items (specified in regulations prescribed by the Secretary) in-
cluded in the determination of such reasonable cost which the Secre-
tary finds will provide fair compensation to such institution for such
services, and (3) that any treatineit, correction of defects, or after-
care provided under the project is available only to children who
would not otherwise receive it because they are from low-income fam-
ilies or for other reasons beyond their control; and no such project
for children and youth of school age shall be considered to be of a
comprehensive nature for purposes of this section unless it includes
(subject to the limitation in the preceding provisions of this sentence)
at least such screening, diagnosis, preventive services, treatment, cor-
rection of defects, and aftercare, both medical and dental, as may be
provided for in regulations of the Secretary.

(b) No grant may be made under this section for any project for
any period after June 30,1974.

Special Project Grants for Dental Health of Children

Sec. 510. (a) In order to promote the dental health of children
and youth of school or preschool age, particularly in areas with con-
centrations of low-income families, the Secretary is authorized to make
grants, from the sums available under clause (B) of paragraph (1)
of section 50.2, to the State health agency of any State and (with the
consent of such agency) to the health agency of any political subdi-
vision of the State, and to any other public or nonprofit private agency,
institution, or organization, to pay not to exceed 75 percent of the
cost of projects of a comprehensive nature for dental care and services
for children and youth of school age or for preschool children. No
project shall be eligible for a grant under this section unless it pro-
vides that any treatment, correction of defects, or aftercare provided
under the project is available only to children who would not other-
wise receive it because they are from low-income families or for other
reasons beyond their control, and unless it includes (subject to the
limitation of the foregoing provisions of this sentence) at least such
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preventive services, treatment, correction of defects, and aftercare,
for such age groups, as may be provided in regulations of the Secre-
tary. Such projects may also include research looking toward the de-
velopment of new methods of diagniosis or treatment, or demonstration
of the utilization of dental lpersonnel with various levels of training.

(b) No grant may be made under this section for any project for
any period after June 30, 1974.

Training of Personnel

Sec. 511. From the sums available under clause (C) of paragraph
(1) or clause (B) of paragraph (2) of section 502, the Secretary is
authorized to make grants to public or nonprofit private institutions
of higher learning for training personnel for health care and related
services for mothers and children, particularly mentally retarded chil-
dren and children with multiple handicaps. In making such grants the
Secretary shall give special attention to programs providing training
at the undergraduate level.

Research Projects Relating to Maternal and Child Health
Services and Crippled Children's Services

Sec. 512. From the sums available under clause (C) of paragraph
(1) or clause (B) of paragraph (2) of section 502, the Secretary is
authorized to make grants to or jointly financed cooperative arrange-
ments with public or other nonprofit institutions of higher learning,
and public or nonprofit private agencies and organizations engaged in
research or in maternal and child health or crippled children's pro-
grams, and contracts with public or nonprofit private agencies and or-
ganizations engaged in research or in such programs, for research
projects relating to maternal and child health services or crippled
children's services which show promise of substantial contribution to
the advancement thereof. Effective with respect to grants made and
arrangements entered into after June 30, 1968, (1) special emphasis
shall be accorded to projects which will help in studying the need for,
and the feasibility, costs, and effectiveness of, comprehensive health
care programs in which maximum use is made of health personnel
with varying levels of training, and in studying methods of training
for such programs, and (2) grants under this section may also in-
clude funds for the training of health personnel for work in such
projects.

Administration

Sec. 513. (a) The Secretary of Health, Education, and Welfare
shall make such studies and investigations as will promote the efficient
administration of this title.

I U - - I
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(b) Such portion of the appropriations for grants under section
501 as the Secretary may determine, but not exceeding one-half of@
1 percent thereof, shall be available for evaluation by the Secretary
(directly or by grants or contracts) of the programs for which such
appropriations are made and, in the case of allotments from any such
appropriation, the amount available for allotments shall be reduced
accordingly.

(c) Any agency, institution, or organization shall, if and to the ex-
tent prescribed by the Secretary, as a condition to receipt of grants
under this title, cooperate with the State agency administering or
supervising the administration of the State plan approved under
title XIX in the provision of care and services, available under a plan
or project under this title, for children eligible therefor under such,
plan approved under title XIX.

Definition

Sec. 514. For purposes of this title, a crippled child is an indi-
vidual under the age of 21 who has an organic disease, defect, or
condition which may hinder the achievement of normal growth and
development.

Observance of Religious Beliefs

Sec. 515. Nothing in this title shall be construed to require any
State which has any plan or program approved under, or receiving
financial support under, this title to compel any person to undergo any
medical screening, examination, diagnosis, or treatment or to accept
any other health care or services provided under such plan or program
for any purpose (other than for the purpose of discovering and pre-
venting the spread of infection or contagious disease or for the purpose
of protecting environmental health), if such person objects (or, in
case such person is a child, his parent or guardian objects) thereto on
religious grounds.

Supplemental Allotments

Sec. 516. (a) (1) For each fiscal year (commencing with the fiscal
year ending June 30, 1975), there shall (subject to paragraph (2)) be
allotted to each State (from funds appropriated for such fiscal year
pursuant to subsection (b)) an amount, which shall be in addition to
and available for the same purposes as the allotments of such State
(as determined under sections 503 and 504), equal to the excess (if
any) of-

(A) the amount of the allotment of such State (as determined
under sections 503 and 504) for the fiscal year ending June 30,

- M -
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1973, plus the amounts of any grants to such States under sec-
tions 508, 509, and 510, over

(B) the amount of the allotment of such State (as determined
under sections 503 and 501) for such fiscal year which commences
after June 30, 1973.

(2) No State shall receive an allotment under this secti,)n for any
fiscal year, unless such State (in the administration of "•s State plan,
approved under section 505) has in effect arrangements which the
Secretary finds will provide for the continuation of appropriate serv-
ices to population groups previously receiving services from funds
made available (for the fiscal year ending June 30, 1974) to such State
pursuant to sections 508, 509, and 510.

(b) (1) (A) There are (subject to subparagraph (B)) hereby au-
thorized to be appropriated for each fiscal year (commencing with
the fiscal year ending June 30, 1975) such amounts as may be necessary
to enable the Secretary to make the allotments authorized under sub-
section (a).

(B) Nothing contained in subparagraph (A) shall be construed
to authorize, for any fiscal year, the appropriation under this sub-
section of any amount which is in excess of the amount by which-

(i) the amount authorized to be appropriated under section 501
for such year exceeds

(ii) the total amounts appropriated pursuant to section 501 for
such year.

(2) If, for any fiscal years, the total amount appropriated pursu-
ant to paragraph (1) is less than the total amount allotted to all States
under subsection (a), then the amount of the allotment of each State
(as determined under subsection (n)) shall be reduced to an amount
which bears the same ratio to the total vtamount appropriated pursuant
to paragraph (1) for such fiscal year as the amount of the allotment
of such State (as determined under subsection (a)) bears to the total
amount allotted to all States under subsection (a) for such fiscal year.

TILE VI-GRANTS TO STATES FOR SERVICES TO THE
AGED, BLIND, OR DISABLED

[Title VI was repealed effective October 1, 1975 by Public Law
93-47. See title XX for social services.]
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Office of Commissioner of Social Security

Section 701. [Superseded by section 4 of Reorganization Plan No. 1
of 1953. Section 701 provided for an Office of Commissioner for Social
Security. Section 4 of the Plan provides: "There shall be in the De-
partment a Commissioner of Social Security who shall be appointed
by the President by and with the advice and consent of the Senate,
shall perform such functions concerning social security and public
welfare as the Secretary may prescribe, and shall receive compensa-

* tion at the rate now or hereafter fixed by law for grade GS-18 of the
general schedule established by the Classification Act of 1°.,49, as
amended." Under subsequent legislation (5 U.S.C. 5315 (97) ), the posi-
tion of Comrissioner of Social Security is established at level IV of
the Executive Schedule.]

Duties of the Secretary

Sec. 702. The Secretary of Health, Education, and Welfare shall
perform the duties imposed upon him by this Act, shall also have
the duty of studying and making recommendations as to the most
effective methods of providing economic security through social in-
surance, and as to legislation and matters of administrative policy
concerning old-age pensions, unemployment compensation, acc ý.` t
compensation, and related subjects.

Expenses of the Secretary

See. 703. The Secretary is authorized to appoint and fix the com-
pensation of such officers and employees, and to make such expendi-
tures, as may be necessary for carrying out his functions under this
Act. Appointments of attorneys and experts may be made without

* regard to the civil service laws.
'This table of contents does not appear in the law.
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Reports

Sec. 704. The Secretary shall make a full report to Congress, within
one hundred and twenty days after the beginning of each regular
session, of the administration of the functions with which he is
charged under this Act. In addition to the number of copies of such
report authorized by other law to be printed, there is hereby author-
ized to be printed not more than five thousand copies of such report for
use by the Secretary for distribution to Members of Congress and to
State and other public or private agencies or organizations participat-
ing in or concerned with the social security program.1

Training Grants for Public Welfare Personnel

Sec. 705. (a) In order to assist in increasing the effectiveness and
efficiency of administration of public assistance programs by increas-
ing the number of adequately trained public welfare personnel avail-
able for work in public assistance programs, there are hereby author-
ized to be appropriated for the fiscal year ending June 30, 1963, the
sum of $3,500,000, and for each fiscal year thereafter the sum of
$5,000,000.

(b) Such portion of the sums appropriated pursuant to subsection
(a) for any fiscal year as the Secretary may determine, but not in
excess of $1,000,000 in the case of the fiscal year ending June 30, 1963,
and $2,000,000 in the case of any fiscal year thereafter, shall be avail-
able for carrying out subsection (f). From the remainder of the sums
so appropriated for any fiscal year, the Secretary shall make allot-
ments to the States on the basis of (1) population, (2) relative need
for trained public welfare personnel, particularly for personnel to
provide self-support and self-care services, and (3) financial need.

(c) From each State's allotment under subsection (b), the Secre-
tary shall from time to time pay to such State its costs of carrying out
the purposes of this section through (1) grants to public or other
nonprofit institutions of higher learning for training personnel em-
ployed or preparing for employment in public assistance programs,

(2) special courses of study or seminars of short duration conducted
for such personnel by experts hired on a temporary basis for the pur-
pose, and (3) establishing and maintaining, directly or through grants
to such institutions, fellowships or traineeships for such personnel at
such institutions, with such stipends and allowances as may be per-
mitted under regulations of the Secretary.

(d) Payments pursuant to subsection (c) shall be made in advance
on the basis of estimates by Tl, Secretary and adjustments may be
made in future payments under this section to take account of over-
payments or underpayments in amounts previously paid.

I Section 704 was amended by section 88 of PL. 96-27L
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(e) The amount of any allotment to a State under subsection (b)
* for any fiscal year which the State certifies to the Secretary will not be

required for carrying out the purposes of this section in such State
shall be available for reallotment from time to time, on such dates as
the Secretary may fix, to other States which the Secretary determines
have need in carrying out such purposes for sums in excess of those
previously allotted to them under this section and will be able to use
such excess amounts during such fiscal year; such reallotments to be
made on the basis provided in subsection (b) for the initial allotments
to the States. Any amount so reallotted to a State shall be deemed part
of its allotment under such subsection.

(f) (1) The portion of the sums appropriated for any fiscal year
which is determined by the Secretary under the first sentence of sub-
section (b) to be available for carrying out this subsection shall be
available to enable him to provide (A) directly or through grants to
or contracts with public or nonprofit private institutions of higher
learning, for training personnel who are employed or preparing for
employment in the administration of public assistance programs, (B)
directly or through grants to or contracts with public or nonprofit
private agencies or institutions, for special courses of study or semi-
nars of short duration (not in excess of one year) foc training of such
personnel, and (C) directly or through grants to or contracts with pub-

* lie or nonprofit private institutions of higher learning, for establishing
and maintaining fellowships or traineeships for such personnel at
such institutions, with such tipends and allowances as may be per-
mitted by the Secretary.

(2) Payments under paragraph (1) may be made in advance on
the basis of estimates by the Secretary, or may be made by way of re-
imbursement, and adjustments may be made in future payments under
this subsection to take account of overpayments or underpayments in
amounts previously paid.

(3) The Secretary may, to the extent he finds such action to be nec-
essary, prescribe requirements to assure that any individual will repay
the amount of his fellowship or traineeship received under this sub-
section to the extent such individual fails to serve, for the period pre-
scribed by the Secretary, with a State or political subdivision thereof,
or with the Federal Government, in connection with administration
of any State or local public assistance program. The Secretary may
relieve any individual of his obligation to so repay, in whole or in part,
whenever and to the extent that requirement of such repayment would,
in his judgment, be inequitable or would be contrary to the purposes
of any of the public welfare programs established by this Act.
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Advisory Council on Social Security

Sec. 706. (a) During 1969 (but not before February 1, 1969) and 0
every fourth year thereafter (but not before February 1 of such fourth
year), the Secretary shall appoint an Advisory Council on Social
Security for the purpose of reviewing the status of the Federal Old-
Age and Survivors Insurance Trust Fund, the Federal Disability
Insurance Trust Fund, the Federal Hospital Insurance Trust Fund,
and the Federal Supplementary Medical Insurance Trust Fund in
relation to the long-term commitments of the old-age, survivors, and
disability insurance program and the programs under parts A and B
of title XVIII, and of reviewing the scope of coverage and the ade-
quacy of benefits under, and all other aspects of, these programs, in-
cluding their impact on the public assistance programs under this Act.

(b) Each such Council shall consist of a Chairman and 12 other
persons, appointed by the Secretary without regard to the provisions
of title 5, United States Code, governing appointments in the competi-
tive service. The appointed members shall, to the extent possible, rep-
resent organizations of employers and employees in equal numbers
and represent self-employed persons and the public.

(c) (1) Any Council appointed hereunder is authorized to engage
such technical assistance, including actuarial services, as may be re-
quired to carry out its functions, and the Secretary shall, in addition, ,
make available to such Council such secretarial, clerical, and other
assistance and such actuarial and other pertinent data prepared by the
Department of Health, Education, and Welfare as it may require to
carry out such functions.

(2) Appointed members of any such Council, while serving on
business of the Council (inclusive of travel time) shall receive com-
pensation at rates fixed by the Secretary, but not exceeding $100 per
day and, while so serving away from their homes or regular places of
business, they may be allowed travel expenses, including per diem in
lieu of subsistence, as authorized by section 5703 of title 5, United
States Code, for persons in the Government employed intermittently.

(d) Each such Council shall submit reports (including any in-
terim reports such Council may have issued) of its findings and rec-
ommendations to the Secretary not later than January 1 of the second
year after the year in which it is appointed, and such reports and
recommendations shall thereupon be transmitted to the Congress and
to the Board of Trustees of each of the Trust Funds. The reports re-
quired by this subsection shall include-

(1) a separate report with respect to the old-age. survivors,
and disability insurance program under title II and of the taxes
imposed under sections 1401(a), 3101(a), and 3111(a) of the
Internal Revenue Code of 1954,
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(2) a separate report with respect to the hospital insurance
program under part A of title XVIII and of the taxes ifjposed by

W sections 1401(b), 3101(b), and 3111(b) of the Internal Revenue
Code of 1954, and

(3) a separate report with respect to the supplementary medical
insurance program established by part B of title XVIII and of
the financing thereof.

After the date of the transmittal to the Congress of the reports required
by this subsection, the Council shall cease to exist.'

Grants for Expansion and Development of Undergraduate and
Graduate Programs

Sec. 707. (a) There is authorized to be appropriated $,Zt)00,000
for the fiscal year ending June 30, 1969, and $5,000,000 for each of
the three succeeding fiscal years, for grants by the Secretary to public
or nonprofit private colleges and universities and to accredited grad-
uate schools of social work or an association of such schools to meet
part of the costs of development, expansion, or improvement of (re-
spectively) undergraduate programs in social work and programs
for the graduate training of professional social work personnel, in-
eluding the costs of compensation of additional faculty and admin-
istrative personnel and minor improvements of existing facilities. Not:less than one-half of the sums appropriated for any fiscal year under
the authority of this subsection shall be used by the Secretary for
grants with respect to undergraduate programs.

(b) In considering applications for grants under this section, the
v Secretary shall take into account the relative need in the States for
I personnel trained in social work and the effect of the grants thereon.

(c) Payment of grants under this section may be made (after
necessary adjustments on account of previously made overpayments
or underpayments) in advance or by way of reimbursement, aiid on
such terms and conditions and in such installments, as the Secretary
may determine.

(d) For purposes of this section-
(1) the term "graduate school of social work" means a de-

partment, school, division, or other administrative unit, in a
public or nonprofit private college or university, which provides,
primarily or exclusively, a program of education in social work
and allied subjects leading to a graduate degree in social work;

(2) the term "accredited" as applied to a graduate school of
social work refers to a school which is accredited by a body or

1 See also see. 372 of P.L. 95-216 which is printed in this document on p. 816.
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bodies approved for the purpose by the Commissioner of Educa-
tion or with respect to which tlieie is evidence satisfactory to the
Secretary that it will be so accredited within a reasonable time;
and

(3) the term "nonprofit" as applied to any college or university
refers to a college or university which is a corporation or asso-
ciation, or is owned and operated by one or more corporations or
associations, no part of the net earnings of which inures, or may
lawfully inure, to the benefit of any private shareholder or
individual.

Delivery of Benefit Checks

Sec. 708. (a) If the day regularly designated for the delivery of
benefit checks under title II or title XVI falls on a Saturday, Sunday,
or legal public holiday (as defined in section 6103 of title 5, United
States Code) in any month, the benefit checks which would otherwise
be delivered on such day shall be mailed for delivery on the first day
preceding such (day which is not a Saturday, Sunday, or legal public
holiday (as so defined), without regard to whether the delivery of
such checks would a, a result have to be made before the end of the
month for which such checks are issued.

(b) If more than the correct amount of payment under title I or
XVI is made to any individual as a result of the receipt of a benefit
check pursuant to subsection (a) before the end of the month for
which such check is issued, no action shall be taken (under section
204 or 1631(b) or otherwise) to recover such payment or the incor-
rect, portion thereof.'

TITLE VIII-TAXES WITH RESPECT TO EMPLOYMENT

[Note.-The provisions of this title are now contained in, and are superseded
by, chapter 21 of the Internal Revenue Code of 1954.]

1 Section 708 was added by sec. 333 of P./& 95-216.
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Employment Security Administration Account

Establishment of Account

Section 901. (a) There is hereby established in the Unemployment
Trust Fund an employment security administration account.

Appropriations to Account

(b) (1) There is hereby appropriated to the Unemployment Trust
Fund for credit to the employment security administration account,
out of any moneys in the Treasury not otherwise appropriated, for
the fiscal year ending June 30, 1961, and for each fiscal year there-
after, an amount equal to 100 per centum of the tax (including inter-

'This table of contents does not appear In the law.
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est, penalties, and additions to the tax) received during the fiscal year
under the Federal Unemployment Tax Act and covered into the
Treasury.

(2) The amount appropriated by paragraph (1) shall be transferred
at least monthly from the general fund of the Treasury to the Unem-
ployment Trust Fund and credited to the employment security admin-
istration account. Each such transfer shall be based on estimates made
by the Secretary of the Treasury of the amounts received in the Treas-
ury. Proper adjustments shall be made in the amounts subsequently
transferred, to the extent prior estimates (including estimates for the
fiscal year ending June 30, 1960) were in excess of or were less than
the amounts required to be transferred.

(3) The Secretary of the Treasury is directed to pay from time to
time from the employment security administration account into the
Treasury, as repayments to the account for refunding internal revenue
collections, amounts equal to all refunds made after June 30, 1960, of
amounts received as tax under the Federal Unemployment Tax Act
(including interest on such refunds).

Administrative Expenditures

(c) (1) There are hereby authorized to be made available for expend-
iture out of the employment security administration account for the
fiscal year ending June 30, 1971, and for each fiscal year thereafter-

(A) such amounts (not in excess of the applicable limit pro-
vided by paragraph (3) and, with respect to clause (ii), not in
excess of the limit provided by paragraph (4)) as the Congress
may deem appropriate for the purpose of-

(i) assisting the States in the administration of thpir un-
employment compensation laws as provided in title III
(including administration pursuant to agreements under any
Federal unemployment compensation law),

(ii) the establishment and maintenance of systems of public
employment offices in accordance with the Act of June 6,1933,
as amended (29 U.S.C., secs. 49-49n), and

(iii) carrying into effect section 2003 of title 38 of the
United States Code;

(B) such amounts (not in excess of the limit, provided by para-
graph (4) with respect to clause (iii)) as the Congress may deem
appropriate for the necessary expenses of the Department of Labor
for the performance of its functions under-

(i) this title and titles III and XII of this Act,
(ii) the Federal Unemployment Tax Act,
(iii) the provisions of the Act of June 6, 1933, as amended,
(iv) chapter 41 (except section 2003) of title 38 of the

United States Code, and
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(v) any Federal unemployment compensation law.
* The term "necessary expenses" as used in this subparagraph (B)

shall include the expense of reimbursing a State for salaries and
other expenses of employees of such State temporarily assigned or
detailed to duty with the Department of Labor and of paying such
employees for travel expenses, transportation of household goods,
and per diem in lieu of subsistence while away from their regular
duty stations in the State, at rates authorized by law for civilian em-
ployees of the Federal Government.

(2) The Secretary of the Treasury is directed to pay from the em-
ployment security administration account into the Treasury as miscel-
laneous receipts the amount estimated by him which will be expended
during a three-month period by the Treasury Department for the
performance of its functions under-

(A) this title and titles III and XII of this Act, including the
expenses of banks for servicing unemployment benefit payment
and clearing accounts which are offset by the maintenance of
balances of Treasury fun-ds with such banks,

(B) the Federal Unemployment Tax Act, and
(C) any Federal unemployment compensation !aw with re-

spect to which responsibility for administration is vested in the
Secretary of Labor.

* If it subsequently appears that the estimates under this paragraph in
any particular period were too high or too low, appropriate adjust-
ments shall be made by the Secretary of the Treasury in future
payments.

(3) (A) For purposes of paragraph (1) (A), the limitation
on the amount authorized to be made available for any fiscal ycar after
June 30, 1970, is, except as provided in subparagraph (B) and in the
second sentence of section 901(f) (3) (A), an amount equal to 95 per-
cent of the amount estimated and set fort in the budget of the United
States Government for such fiscal year as the amount by which the net
receipts during such year under the Federal Unemployment Tax Act
will exceed the amount transferred under section 905(b) during such
year to the extended unemployment compensation account.

(B) The limitation established by subparagraph (A) is increased
by any unexpended amount retained in the employment security ad-
ministration account in accordance with section 901 (f) (2) (B).

(C) Each estiniate of net receipts under this paragraph shall be
based upon (i) a tax rate of 0.5 percent in the case of any calendar
year for which the rate of tax under section 3301 of the Federal
Unemployment Tax Act is 3.2 percent, and (ii) a tax rate of 0.7 per-
cent in the case of any calendar year for which the rate of tax under

* such section 3301 is 3.4 percent.'

"Subparagraph tC) was amended by section 211(e) (1) of P.L. 94-566.
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(4) For purposes of paragraphs (1) (A) (ii) and (1) (B) (iii)
the amount authorized to be made available out of the employment
security administration account for any fiscal year after June 30,1972,
shall reflect the proportion of the total cost of administering the sys-
tem of public employment offices in accordance with the Act of June 6,
1933, as amended, and of the necessary expenses of the Department
of Labor for the performance of its functions under the provisions of
such Act, as tihe President determines is an appropriate charge to the
employment security administration account, and reflects in his annual
budget for such year. The President's determination, after consulta-
tion with the Secretary, shall take into account such factors as the
relationship between employment subject to State laws and the total
labor force in the United States, the number of claimants and the
number of job applicants, and such other factors as he finds relevant.

Additional Tax Attributable to Reduced Credits

(d) (1) The Secretary of the Treasury is directed to transfer from
the employment security administration account-

(A) To the Federal unemployment account, an amount equal
to the amount by which-

(i) 100 per centum of tihe additional tax received under
the Federal Unemployment Tax Act with respect to any
"L tate by reason of the reduced credits provisions of section
3302(c) (3) of such Act and covered into the Treasury for
the repayment of advances made to the State under section
1201, exceeds

(ii) the amount transferred to the account of such State
pursuant to subparagraph (B) of this paragraph.

Any amount transferred pursuant to this subparagraph shall be
crectted against, and shall operate to reduce, that balance of
advances, made under section 1201 to the State, with respect to
which employers paid such additional tax.

(B) To the account (in the Unemployment Trust Fund) of
the State with respect to which employers paid such additional
tax an amount equal to the amount by which such additional tax
received and covered into the Treasury exceeds that balance of
advances, made under section 1201 to the State, with respect to
which employers paid such additional tax.

(2) Transfers under this subsection shall be as of tha, beginning of
the month succeeding the month in which the moneys were credited to
the employment security administration account pursuant to subsec-
tion (b) (2).

Revolving Fund

(e) (1) There is hereby established in the Treasury a revolving fund
which shall be available to make the advances authorized by this sub-
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section. There are hereby authorized to be appropriated, without fiscal
year limitation, to such revolving fund such amounts as may be neces-
sary for the purposes of this section.

(2) The Secretary of the Treasury is directed to advance from time
to time from the revolving fund to the employment security admin-
istration account such amounts as may be necessary for the purposes
of this section. If the net balance in the employment security adminis-
tration account as of the beginning of any fiscal year equals 40 percent
of the amount of the total appropriation by the Congress out of the
employment security administration account for the I ecedint fiscal
year, no advance may be made under this subsection during such fiscal
year.

(3) Advances to the employment security administration account
made under this subsection shall bear interest until repaid at a rate
equal to the average rate of interest (computed as of the end of the
calendar month next preceding the date of such advance) borne by all
interest-bearing obligations of the United States then forming a part
of the public debt; except that where such average rate is not a mul-
tiple of one-eighth of 1 per centum, the rate. of interest shall be the
multiple of one-eighth of 1 per centum next lower than such average
rate.

(4) Advances to the employment security administration account
* made under this subsection, plus interest accrued thereon, shall be

repaid by the transfer from time to time, from the employment
security administration account to the revolving fund, of such amounts
as the Secretary of the Treasury, in consultation with the Secretary
of Labor, determines to be available in the employment security ad-
ministration account for such repayment. Any amount transferred as
a repayment under this paragraph shall be credited against, and
shall operate to reduce, any balance of advances (plus accrued inter-
est) repayable under this subsection.

Determination of Excess Amount To Be Retained in Employment Security
Administration Account

(f) (1) The Secretary of the Treasury shall determine as of the
close of each fiscal year (beginning with the fiscal year ending June 30,
1961) the excess in the employment security administration account.

(2) (A) Except as provided in subparagraph (B), the excess in the
employment security administration account as of the close of any
fiscal year is the amount by which the net balance in such account as
of such time (after the application of section 902(b) and section 901
(f) (3) (C)) exceeds the net balance in the employment security ad-
ministration account as of the begimnijig of that fiscal year (includ-

___ ing the fiscal year for which the excess is being computed) for which

980



Sec. 901(t)

the net balance was higher than as of the beginning of any other such
fiscal year.

(B) With respect to the fiscal years ending June 30, 1970, June 30,
1971, and June 30, 1972, the balance in the employment security
administration account at the close of each such fiscal year shall not
ixi considered excess but shall be retained in the account for use as
provided in paragraph (1) of subsection (c).

(3) (A) The excess determined as provided in paragraph (2) as of
the close of any fiscal year after June 30, 197-2, shall be retained (as of
the beginning of the succeeding fiscal year) in the employment secu-
rity administration account until the amount in such account is equal
to 40 percent of the amount of the total appropriation by the Congress
out of the employment security administration accouwl for the fiscal
year for which the excess is determined. Three-eightt lof the amount
in the employment security administration account as of the beginning
of any fiscal year after June 30, 1972, or $150 million, whichever is the
lesser, is authorized to be made available for such fiscal year pursuant
to subsection (c) (1) for additional costs of administration due to an
increase in the rate of insured unemployment for a calendar quarter
of at least 15 percent over the rate of insured unemployment for the
corresponding calendar quarter in the immediately preceding year."

(B) If the entire amount of the excess determined as provided in
paragraph (2) as of the close of any fiscal year after June 30, 1972, is
not retained in the employment security administration account, there
slhalI be transferred (as of the beginning of the succeeding fiscal year)
to the extended unemployment compensation account the balance of
such excess or so much thereof as is required to increase the amount
in the extended unemployment compensation account to the limit pro-
vided in section 905(b) (2).

(C) If as of the close of any fiscal year after June 30, 1972, the
amount in the extended unemployment compensation account exceeds
the nimit provided in section 905(b) (2), such excess shall be trans-
ferred to the employment security administration account as of the
close of such fiscal year.

(4) For the purposes of this section, the net balance in the employ-
ment security administration account as of any time is the amount in
such account as of such time reduced by the sum of-

(A) the amounts then subject to transfer pursuant to subsec-
tion (d), and

(B) the balance of advances (plus interest accrued thereon)
then repayable to the revolving fund established by subsection
(e).

1 Subparagraph (A) was amended by section 39 of P.L. 94-273.
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The net balance in the employment security administration account
as of the beginning of any fiscal year shall be determinMd after the
disposition of the excess in such account as of the close of the preced-
ing fiscal year.

Transfers Between Federal Unemployment Account and
Employment Security Administration Account

Transfers to Federal Unemployment Account

Sec. 902. (a) Whenever the Secretary of the Treasury determines
pursuant to section 901 (f) that there is an excess in the employment
security administration account as of the close of any fiscal year and
the entire amount of such excess is not retained in the employment
security administration account or transferred to the extended un-
employment compensation account as provided in -ction 901(f) (3),
there shall be transferred (as of the beginning of the succeeding fiscal
year) to the Federal unemployment account the balance of sudci ex-
cess or so much thereof as is required to increase the amount in the
Federal unemployment account to whichever of the following is the
greater:

(1) $550 million, or
(2) the amount (determined by the Secretary of Labor and

certified by him to the Secretary of the Treasury) equal to one-
eighth of 1 percent of the total wages subject (determined with-
out any information on amount) to contributions under all State
unemployment compensation laws for the calendar year ending
during the fiscal year for which the excess is determined.

Transfers to Employment Security Administration Account

(b) The amount, if any, by which the amount in the Federal un-
employment account as of the close of any fiscal year exceeds the
greater of the amounts specified in paragraphs (1) and (2) of sub-
section (a) shall be transferred to the employment security adminis-
tration account as of the close of such fiscal year.

Report to the Congress

(c) Whenever the Secretary of Labor has reason to believe that
in the next fiscal year the employment security administration ac-
count will reach the limit provided for such account in section 901 (f)
(3) (A), and the Federal unemployment account will reach the limit
provided for such account in section 902(a), and the extended unem-
ployment compensation account will reach the limit provided for such
account in section 905(b) (2), he shall; after consultation with the

* Secretary of the Treasury, so report to the Congress with a recom-
mendation for appropriate action by the Congress.

I I M
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Amounts Transferred to State Accounts

In General

Sec. 903. (a) (1) If as of the close of any fiscal year after the
fiscal year ending June 30, 1972, the amount in the extended unem-
ployment compensation account has reached the limit provided in sec-
tion 905(b) (2) and the amount in the Federal unemployment account
has reached the limit provided in section 902 (a) and all advances pur-
suant to section 905(d) and section 1203 have been repaid, and there
remains in the employment security administration account any
amount over the amount provided in section 901 (f) (3) (A), such ex-
cess amount, except as provided in subsection (b), shall be transferred
(as of the beginning of the succeeding fiscal year) to the accounts of
the States in the Unemployment Trust Fund.

(2) Each State's share of the funds to be transferred under this
subsection as of any October 1-

(A) shall be determined by the Secretary of Labor and certi-
fied by him to the Secretary of the Treasury before that date on
the basis of reports furnished by the States to the Secretary of
Labor before September 1, and

(B) shall bear the same ratio to the total amount to be so
transferred as the amount of wages subject to contributions under
such State's unemployment compensation law during the preced-
ing calendar year which have been reported to the State before
August 1 bears to the total of wages subject to contributions under
all State unemployment compensation laws during such calendar
year which have been reported to the States before August 1.1

Limitation on Transfers
(b) (1) If the Secretary of Labor finds that on October 1 of any

fiscal year-
(A) a State is not eligible for certification under section 303, or
(B) the law of a State is not approvable under section 3304

of the Federal Unemployment Tax Act,
then the amount available for transfer to such State's account shall,
in lieu of being so transferred, be transferred to the Federal unem-
ployment account as of the beginning of such October 1. If, during the
fiscal year beginning on such October 1, the Secretary of Labor finds
and certifies to the Secretary of the Treasury that such State is eligible
for certification under section 303, that the law of such State is ap-
provable under such section 3304, or both, the Secretary of the Treasury

IParagraph (2) was amended by sections 2(20), 3(23) and 23 of P.L 94-27&
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shall transfer such amount from the Federal unemployment account to
* the account of such State. If the Secretary of Labor does not so find

and certify to the Secretary of the Treasury before the close of such
fiscal year then the amount which was available for transfer to such
State's account as of October I of such fiscal year shall (as of the close
of such fiscal year) become unrestricted as to use as part of the Federal
unemployment account.'

(2) The amount which, but for this paragraph, would be trans-
ferred to the account of a State under subsection (a) or paragraph (1)
of this subsection shall be reduced (but not below zero) by the balance
of advances made to the State under section 1201. The sum by which
such amount is reduced shall-

(A) be transferred to or retained in (as the case may be) the
Federal unemployment account, and

(B) be credited against, and operate to reduce-
(i) first, any balance of advances made before the date of

the enactment of the Employment Security Act of 1960 to
the State under section 1201, and

(ii) second, any balance of advances made on or after
such date to the State under section 1201.

(3) [Repealed.]
Use of Transferred Amounts

* (c) (1) Except as provided in paragraph (2), amounts transferred
to the account of a State pursuant to subsections (a) and (b) shall be
used only in the payment of cash benefits to individuals with respect
to their unemployment, exclusive of expenses of administration.

(2) A State may, pursuant to a specific appropriation made by the
legislative body of the State, use money withdrawn from its account
in the payment of expenses incurred by it for the administration of
its unemployment compensation law and public employment offices if
and only if-

(A) the purposes and amounts were specified in the law mak-
ing the appropriation,

(B) the appropriation law did not authorize the obligation of
such money after the close of the two-year period which began on
the date of enactment of the appropriation law,

(C) the money is withdrawn and the expenses are incurred
after such date of enactment, and

(D) the appropriation law limits the total amount which may
be obligated during a twelve-month period (as prescribed in the
law of the State), or during a transitional period of less than

1 Paragraph (I) was amended by section 3(23) of P.L. 94-273.
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twelve months caused by a change in the twelve-month period (as
prescribed in the law of the State), to an amount which does not
exceed the amount by which (i) the aggregate of the amounts
transferred to the account of such State pursuant to subsections
(a) and (b) during such twelve-month period or transitional
period of less than twelve months and the twenty-four preceding
twelve-month periods (including the transitional period of less
than twelve months if it is within such twenty-four twelve-month
periods) exceeds (ii) the aggregate of the amounts used by the
State pursuant to this subsection and charged against the amounts
transferred to the account of such State during such twenty-four
twelve-month periods (and the transitional period of less than
twelve months if it is within the twenty-four twelve-month
periods).

For the purposes of subparagraph (D), amounts used by a State
during any twelve-month period or transitional period of less than
twelve months shall be charged against equivalent amounts which
were transferred and which have not previously been so charged;
except that no amount obligated for administration during any such
period may be charged against any amount transferred during a
twelve-month period or transitional period of less than twelve months
earlier than the twenty-fourth preceding twelve-month period (in-
cluding the transitional period of less than twelve months if it is
within such twenty-four twelve-month periods).1

Unemployment Trust Fund

Establishment, etc.

See. 904. (a) There is hereby established in the Treasury of the
United States a trust fund to be known as the "Unemployment Trust
Fund", hereinafter in this title called the "Fund". The Secretary of
the Treasury is authorized and directed to receive and hold in the
Fund all moneys deposited therein by a State agency from a State
unemployment fund, or by the Railroad Retirement Board to the
credit of the railroad unemployment insurance account or the railroad
unemployment insurance administration fund, or otherwise deposited
in or credited to the Fund or any account therein. Such deposit may
be made directly with the Secretary of the Treasury, with any de-
positary designated by him for such purpose, or with any Federal
Reserve Bank.

Investments

(b) It shall be the duty of the Secretary of the Treasury to invest
such portion of the Fund as is not, in his judgment, required to meet

I Paragraph (2) was amended by section 41 of PAL 94-278.
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current withdrawals. Such investments may be made only in interest-
* bearing obligations of the United States or in obligations guaranteed

as to both principal and interest by the United States. For such pur-
pose such obligations may be acquired (1) on original issue at the
issue price, or (2) by purchase of outstanding obligations at the
market price. The purposes for which obligations of the United States
may be issued under the Second Liberty Bond Act, as amended, are
hereby extended to authorize the issuance at par of special obliga-
tions exclusively to the Fund. Such special obligations shall bear in-
terest at a rate equal to the average rate of interest, computed as of
the end of the calendar month next preceding the date of such issue,
borne by all interest-bearing obligations of the United States then
forming part of the public debt; except that where such average rate
is not a multiple of one-eighth of 1 per centum, the rate of interest
of such special obligations shall be the multiple of one-eighth of I per
centum next lower than such average rate. Obligations other than such
special obligations may be acquired for the Fund only on such terms
as to provide an investment yield not less than the yield which would
be required in the case of special obligations if issued to the Fund
upon the date of such acquisition. Advances made to the Federal un-
employment account pursuant to section 1203 shall not be invested.

Sale or Redemption of Obligations

(c) Any obligations acquired by the Fund (except special obliga-
tions issued exclusively to the Fund) may be sold at the market price,
and such special obligations may be redeemed at par plus accrued
interest.

Treatment of Interest and Proceeds

(d) The interest on, and the proceeds from the sale or redemption
of, any obligations held in the Fund shall be credited to and form a
part of the Fund.

Separate Book Accounts

(e) The Fund shall be invested as a single fund, but the Secretary
of the Treasury shall maintain a separate book account for each State
agency, the employment security administration account, the Federal
unemployment account, the railroad unemployment insurance account,
and the railroad unemployment insurance administration fund and
shall credit quarterly (on March 31, June 30, September 30, and De-
cember 31, of each year) to each account, on the basis of the average
daily balance of such account, a proportionate part of the earnings of
the Fund for the quarter ending on such date. For the purpose of this
subsection the average daily balance shall be computed-

Aft (1) in the case of any State account, by reducing (but not below
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zero) the amount in the account by the balance of advances made
to the State under section 1201, and

(2) in the case of the Federal unemployment account-
(A) by adding to the amount in the account the aggregate

of the reductions under paragraph (1), and
(B) by subtracting from the sum so obtained the balance

of advances made under section 1203 to the account.

Payments to State Agencies and Railroad Retirement Board

(f) The Secretary of the Treasury is authorized and directed to
pay out of the Fund to any State agency such amount as it may duly
requisition, not exceeding the amount standing to the account of such
State agency at the time of such payment. The Secretary of the
Treasury is authorized and directed to make such payments out of the
railroad unemployment insurance account for the payment of bene-
fits, and out of the railroad unemployment insurance achninistration
fund for the payment of administrative expenses, as the Railroad
Retirement Board may duly certify, not exceeding the amount stand-
ing to the credit of such account or such fund, as the case may be, at
the time of such payment.

Federal Unemployment Account

(g) There is hereby established in the Unemployment Trust Fund
a Federal unemployment account. There is hereby authorized to be
appropriated to such Federal unemployment account a sum equal to
(1) the excess of taxes collected prior to July 1, 1946, under title IX
of this Act or under the Federal Unemployment Tax Act, over the
total unemployment administrative expenditures made prior to
July 1, 1946, plus (2) the excess of taxes collected under the Federal
Unemployment Tax Act after June 30, 1946, anct prior to July 1, 1953,
over the unemployment administrative expenditure made after
June 30, 1946, and prior to July 1, 1953. As used in this subsection, the
term "unemployment administrative expenditures" means expendi-
tures for grants under title III of this Act, expenditures for the
administration of that title by the Social Security Board, the Federal
Security Administrator, or the Secretary of Labor, and expenditures
for the administration of title IX of this Act, or of the Federal Un-
employment Tax Act, by the Department of the Treasury, the Social
Security Board, the Federal Security Administrator, or the Secretary
of Labor. For the purposes of this subsection, there shall be deducted
from the total amount of taxes collected prior to July 1, 1913, under
title IX of this Act, the sum of $40,561,886.43 which was authorized
to be appropriated by the Act of August 24, 1937 (50 Stat. 754), and
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the sum of $18,451,846 which %as authorized to be appropriated by
section 11(b) of the Railroad Unemployment Insurance Act.

Extended Unemployment Compensation Account

Establishment of Account

Sec. 905. (a) There is hereby established in the Unemployment
Trust Fund an extended unemployment compensation account. For
the purposes provided for in section 904(e), such account shall be
maintained as a separate book account.

Transfers to Account
(b) (1) Except as provided by paragraph (3), the Secretary of

the Treasury shall transfer (as of the close of July 1970, and each
month thereafter), from the employment security administration ac-
count to the extended unemployment compensation account estab-
lished by subsection (a), an amount determined by him to be equal,
in the case of any month before April 1972, to one-fifth, and in the
case of any month after March 1972, to one-tenth, of the amount by
which-

(A) transfers to the employment security administration ac-
count pursuant to section 901(b) (2) during such month, exceed

(B) payments during such month from the employment secu-
rity administration account pursuant to section 901 (b) (3)
and (d).

If for any such month the payments referred to in subparagraph (B)
exceed the transfers referred to in subparagraph (A), proper adjust-
m(, ts shall be made in the amounts subsequently transferred. In the
case of any month after March 1973 and before April of the first
calendar year to which paragraph (2) of section 3301 of the Federal
Unemployment Tax Act applies, the first sentence of this paragraph
shall be applied by substituting "five-fourteenths" for "one-tenth." 1

(2) Whenever the Secretary of the Treasury determines pursuant
to section 901(f) that there is an excess in the employment security
administration account as of the close of any fiscal year beginning
after June 30, 1972, there shall be transferred (as of the beginning
of the succeeding fiscal year) to the extended unemployment com-
pensation account the total amount of such excess or so much thereof
as is required to increase the amount in the extended unemployment
compensation account to whichever of the following is the greater:

(A) $750,000,000, or
(B) the amount (determined by the Secretary of Labor and

certified by him to the Secretary of the Treasury) equal to one-
eighth of 1 percent of the total wages subject (determined with-

'Paragaph (1) was ammded by setlos 211(W) (2) of P.L 96-41L
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out any limitation on amount) to contributions unde: all State
unemployment compensation laws for the calendar year ending
during the fiscal year for which the excess is determined.

(3) The Secretary of the Treasury shall make no transfer pursuant
to paragraph (1) as of the close of any month if he determines that
the amount in the extended unemployment compensation account is
equal to (or in excess of) the limitation provided in paragraph (2).

Transfers to State Accounts

(c) Amounts in the extended unemployment compensation account
shall be available for transfer to the accounts of the States in the Un-
employment Trust Fund as provided in section 204 (e) of the Federal-
State Extended Unemployment Compensation Act of 1970.

Advances to Extended Unemployment Compensation Account and Repayment

(d) There are hereby authorized to be appropriated, without fiscal
year limitation, to the extended unemployment compensation account,
as repayable advances (without interest), such sums as may be neces-
sary to carry out the purposes of the Federal-State Extended Un-
employment Compensation Act of 1970. Amounts appropriated as
repayable advances shall be repaid, without interest, by transfers
from the extended unemployment compensation account to the gen-
eral fhnd of the Treasury, at such times as the amount in the extended
unemployment compensation account is determined by the Secretary
of the Treasury, in consultation with the Secretary of Labor, to be
adequate for such purpose. Any amount transferred as a repayment
under this subsection shall be credited against, and shall operate to
reduce, any balance of advances repayable under this subsection.

Unemployment Compensation Research Program

Sec. 906. (a) The Secretary of Labor shall-
(1) establish a continuing and comprehensive program of

research to evaluate the unemployment compensation system.
Such research shall include, but not be limited to, a program of
factual studies covering the role of unemployment compensation
under varying patterns of unemployment including those in sea-
sonal industries, the relationship between the unemployment
compensation and other social insurance programs, the effect of
State eligibility and disqualification provisions, the personal
characteristics, family situations, employment background and
experience of claimants, with the results of such studies to be
made public; and

(2) establish a program of research to develop information
(which shall be made public) as to the effect and impact of ex-
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tending coverage to excluded groups with first attention to agri-
cultural labor.

(b) To assist in the establishment and provide for the continua-
tion of the comprehensive research program relating to the unem-
ployment compensation system, there are hereby authorized to be ap-
propriated for the fiscal year ending June 30, 1971, and for each
fiscal year thereafter, such sums, not to exceed $8,000,000, as may
be necessary to carry out the purposes of this section. From the
sums authorized to be appropriated by this subsection the Secretary
may provide for the conduct of such research through grants or
contracts.

Personnel Training

See. 907. (a) In order to assist in increasing the effectiveness
and efficiency of administration of the unemployment compensation
program by increasing the number of adequately trained personnel,
the Secretary of Labor shall-

(1) provide directly, through State agencies, or through con-
tracts with institutions of higher education or other qualified
agencies, organizations, or institutions, progc ams and courses de-
signed to train individuals to prepare them, or improve their qual-
ifications, for service in the administration of the unemploymenta compensation program, including claims determinations and ad-
judication, with such stipends and allowances as may be permitted
under regulations of the Secretary;

(2) develop training materials for and provide technical assist-
ance to the State agencies in the operation of their training
programs;

(3) under such regulations as he may prescribe, award fellow-
ships and traineeships to persons in the Federal-State employ-
ment security agencies, in order to prepare them or improve their
qualifiations for service in the administration of the unemploy-
ment compensation program.

(b) The Secretary may, to the extent that he finds such action to
be necessary, prescribe requirements to assure that any person receiv-
ing a fellowship, traineeship, stipend or allowance shall repay the
costs thereof to the extent that such person fails to serve in the Federal-
State employment security program for the period prescribed by the
Secretary. The Secretary may relieve any individual of his obligation
to so repay, in whole or in pait, whenever and to the extent that such
repayment would, in his judgment, be inequitable or would be con-
trary to the purposes of any of the programs established by this
section.

"(c) The Secretary, with the concurrence of the State, may detail
Federal employees to State unemployment compensation administra-
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tion and the Secretary may concur in the detailing of State employees
to the United States Department of Labor for temporary periods for
training or for purposes of unemployment compensation administra-
tion, and the provisions of section 507 of the Elementary and Second-
ary Education Act of 1965 (79 Stat. 27) or any mort general program
of interchange enacted by a law amending, supplementing or replac-
ing section 507 shall apply to any such assignment.

(d) There are hereby authorized to be appropriated for the fiscal
year ending June 30, 1971, and for each fiscal year thereafter such
sums, not to exceed $5,000,000, as may be necessary to carry out the
purposes of this section.

Federal Advisory Council

Sec. 908. (a) The Secretary of Labor shall establish a Federal
Advisory Council, of not to exceed 16 members including the chair-
man, for the purpose of reviewing the Federal-State program of un-
employment compensation and making recommendations to him for
improvement of the system.

(b) The Council shall be appointed by the Secretary without regard
to the civil service laws and shall consist of men and women who shall
be representatives of employers and employees in equal numbers, and
the public.

(c) The Secretary may make available to the Council an Executive
Secretary and secretarial, clerical, and other assistance, and such perti-
nent data prepared by the Department of Labor, as it may require to
carry out its functions.

(d) Members of the Council shall, while serving on business of the
Council, be entitled to receive compensation at rates fixed by the Sec-
retary, but not exceeding $100 per day, including travel time; and
while so serving away from their homes or regular places of business,
they may be allowed travel expenses, including per diem in lieu of
subsistence, as authorized by 5 U.S.C. 5703 (b) for persons in govern-
ment service employed intermittently.

(e) The Secretary shall encourage the organization of similar State
advisory councils.

(f) There are hereby authorized to be appropriated for the fiscal
year ending June 30, 1971, and for each fiscal year thereafter such
sums, not to exceed $100,000, as may be necessary to carry out the
purposes of this section.
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Appropriation

Section 1001. For the purpose of enabling each State to furnish
financial assistance, as far as practicable under the conditions in such
State, to needy individuals who are blind and of encouraging each
State, as far as practicable under such conditions, to furnish rehabili-
tation and other services to help such individuals attain or retain
capability for self-support or self-care, there is hereby authorized to
be appropriated for each fiscal year a sum sufficient to carry out the
purposes of this title. The sums made available under this section
shall be used for making payments to States which have submitted,

*and had approved by the Secretary of Health, Education, and Wel-
fare, State plans for aid i.A) the blind.

State Plans for Aid to the Blind

Sec. 1002. (a) A State plan for aid to the blind must (1) except
to the extent permitted by the Secretary with respect to services, pro-
vide that it shall be in effect in all political subdivisions of the State,
and, if administered by them, be mandatory upon them; (2) provide
for financial participation by the State; (3) either provide for the
establishment or designation of a single State agency to administer the
plan, or provide for the establishment or designation of a single State
agency to supervise the administration of the plan; (4) provide (A)
for granting an opportunity for a fair hearing before the State agency
to any individual whose claim for aid to the blind is denied or is not
acted upon with reasonable promptness, and (B) that if the State plan
is administered in each of the political subdivisions of the State by a
local agency and such local agency provides a hearing at which evi-
dence may be presented prior to a hearing before the State agency,

1 P.L. 92-603. see. 303 repealed title X effective January 1. 1974. but such repeal does
not apply to Puerto Rico, Guam, and the Virgin Islands.
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such local agency may put into effect immediately upon issuance its
decision upon the matter considered at such hearing; (5) provide
(A) such methods of administration (including after January 1, 1D40,
methods relating to the establishment and maintenance of personnel
standards on a merit basis, except that the Secretary shall exercise no
authority with respect to the selection, tenure of office, and compensa-
tion of any individual employed in accordance with such methods) as
are found by the Secretary to be necessary for the proper and efficient
operation of the plan, and (B) for the training and effective use of
paid subprofessional staff, with particular emphasis on the full-time
or part-time employment of recipients and other persons of low-in-
come, as community service aides, in the administration of the plan
and for the use of nonpaid or partially paid volunteers in a social
service volunteer program in providing services to applicants and re-
cipients and in assisting any advisory committees established by the
State agency; (6) provide that the State agency will make such re-
ports, in such form and containing such information, as the Secretary
may from time to time require, and comply with such provisions as
the Secretary may from time to time find necessary to assure the cor-
rectness and verification of such reports; and (7) provide that no aid
will be furnished any individual under the plan with respect to any
period with respect to which lie is receiving old-age assistance under
the State plan approved under section 2 of this Act or aid to families
with dependent children under the State plan approved under section
402 of this Act; (8) provide that the State agency shall, in determin-
ing need, take into consideration any other income and resources of the
individual claiming aid to the blind, as well as any expenses reason-
ably attributable to the earning of any such income, except that, in
making such determination, the State agency (A) shall disregard the
first $85 per month of earned income, plus one-half of earned income
in excess of $85 per month, (B) shall, for a period not in excess of
twelve months, and may, for a period not in excess of thirty-six months,
disregard such additional amounts of other income and resources, in
the case of an individual who has a plan for achieving self-support
approved by the State agency, as may be necessary for the fulfillment
of such plan, and (C) may, before disregarding the amounts referred
to in clauses (A) and (B), disregard not more than $7.50 of any
income; (9) provide safeguards which permit the use or disclosure
of information concerning applicants or recipients only (A) to public
officials who require such information in connection with their official
duties, or (B) to other persons for purposes directly connected with
the admninist ration of the State plan; (10) provide that, in determin-
ing whether an individual is blind, there shall be an examination by a

physician skilled in diseases of the eye or by an optometrist, which-
ever the individual may select; (11) effective July 1, 1951, provide that
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all individuals wishing to make application for aid to the blind shall
* have opportunity to do so, and that aid to the blind shall be furnished

with reasonable promptness to all eligible individuals; (12) effective
July 1, 1953, provide, if the plan includes payments to individuals in
private or public institutions, for the establishment or designation of a
State authority or authorities which shall be responsible for establish-
ing and maintaining standards for such institutions; and (13) provide
a description of the services (if any) which the State agency makes
available (using whatever internal organizational arrangement it finds
appropriate for this purpose) to applicants for and recipients of aid
to the blind to help them attain self -support or self-care, including a
description of the steps taken to assure, in the provision of such serv-
ices, maximum utilization of other agencies providing similar or re-
lated services.

(b) The Secretary shall approve any plan which fulfills the condi-
tions specified in subsection (a), except that he shall not approve any
-plan which imposes, as a condition of eligibility for aid to the blind
under the plan-

(1) Any residence requirement which excludes any resident of
the State who has resided therein five years during the nine years
immediately preceding the application for aid and has resided
therein continuously for one year immediately preceding the ap-

* plication; or
(2) Any citizenship requirement which excludes any citizen of

the United States. At the option of the State, the plan may pro-
vide that manuals and other policy issuances will be furnishlid to
persons without charge for the reasonable cost of such materr. us,
but such provision shall not be required by the Secretary vs a
condition for the approval of such plan under this title.

In the case of any State (other than Puerto Rico and the Virgin Is-
lands) which did not have on January 1, 1949, a State plan for aid
to the blind approved under this title, the Secretary shall approve a
plan of such State for aid to the blind for purposes of this title, even
though it does not meet the requirements of clause (8) of subsection
(a) of this section, if it meets all other requirements of this title for
an approved plan for aid to the blind; but payments under section
1003 shall be made, in the case of any such plan, only with respect
to expenditures thereunder which would be included as expenditures
for the purposes of section 1003 under a plan approved under this sec-
tion without regard to the provisions of this sentence.

Payments to States

Sec. 1003. (a) From the sums appropriated therefor, the Secretary
db of the Treasury shall pay to each State which has an approved plan for

LI
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aid to the blind, for each quarter, beginning with the quarter commenc-
ing October 1, 1958-

(1) in the case of any State other than Puerto Rico, the Vir-
gin Islands, and Guam, an amount equal to the 3um of the fol-
lowing proportions of the total amounts expended during such
quarter as aid to the blind under the State plan (including ex-
penditures for premiums under part B of title XVIII for indi-
viduals who are recipients of money payments under such plan
"lnd other insurance premiums for medical or any other type of
remedial care or the cost thereof)-

(A) 31/37 of such expenditures, not counting so much of
any expenditure with respect to any month as exceeds the
product of $37 multiplied by the total number of recipients
of aid to the blind for such month (which total number, for
purposes of this subsection, means (i) the number of indi-
viduals who received aid to the blind in the form of money
payments for such month, plus (ii) the number of other in-
dividuals with respect to whom expenditures were made in
such month as aid to the blind in the form of medical or any
other type of remedial care) ; plus

(B) the Federal percentage of the amount. by which such
expenditures exceed the maximumi which may be counted
under clause (A), not counting so much of any expenditure
with respect to any month as exceeds the product of $75
multiplied by the total number of such recipients of aid to
the blind for such month; and

(2) in the case of Puerto Rico, the Virgin Islands, and Guam
an amount equal to one-half of the total of the sums expended
during such quarter as aid to the blind under the State plan (in-
cluding expenditures for premiums under part B of title XVIII
for individuals who are recipients of money payments under such
plan and other insurance premiums for medical or any other type
of remedial care or the cost thereof), not counting so much of any
expenditure with respect to any month as exceeds $37.50 multi-
plied by the total number of recipients of aid to the blind for such
month; and

(3) in the case of any State whose State plan approved under
section 1002 meets the requirements of subsection (c) (1) an
amount equal to the sum of the following proportions of the total
amounts expended during such quarter as found necessary by the
Secretary of Hlealth, Education, and Welfare for the proper and
efficient administration of the State plan-

(A) 75 per centumn of so much of such expenditures as are
for--
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(i) services which are prescribed pursuant to subsec-
tion (c) (1) and are provided (in accordance with the
next sentence) to applicants for or recipients of aid to the
blind to help them attain or retain capability for self-
support or self-care, or

(ii) other services, specified by the Secretary as likely
to prevent or reduce dependency, so provided to such
applicants or recipients, or

(iii) any of the services prescribed pursuant to sub-
section (c) (1), and of the services specified as provided
in clause (ii), which the Secretary may specify as ap-
propriate for individuals who, within such period or
periods as the Secretary may prescribe, have been or are
likely to become applicants for or recipients of aid to
the blind, if such services are requested by such individ-
uals and are provided to such individuals in accordance
with the next sentence, or

(iv) the training (including both short- and long-term
training at educational institutions through grants to
such institutions or by direct financial assistance to stu-
dents enrolled in such institutions) of personnel em-
ployed or preparing for employment by the State agency
or by the local agency administering the plan in the po-
litical subdivision; plus

(B) one-half of so much of such expenditures (not in-
cluded under subparagraph (A)) as are for services provided
(in accordance with the next sentence) to applicants for or
recipients of aid to the blind, and to individuals requesting
such services who (within such period or periods as the Secre-
tary may prescribe) have been or are likely to become appli-
cants for or recipients of such aid; plus

(C) one-half of the remainder of such expenditures.
The services referred to in subparagraph (A) and (B) shall, ex-
cept to the extent specified by the Secreteary, include only-

(D) services provided by the staff of the State agency,
or of the local agency administering the State plan in the
political subdivision: Provided, That no funds authorized
under this title shall be available for services defined as voca-
tional rehabilitation services under the Vocational Rehabili-
tation Act (i) which are available to individuals in need of
them under programs for their rehabilitation carried on
under a State plan approved under such Act, or (ii) which
the State agency or agencies administering or supervising
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the administration of the State plan approved under such Act
are able and willing to provide if reimbursed for the cost
thereof pursuant to agreement under subparagraph (E), if
provided by such staff, and

(E) prescribed by the Secretary, under conditions which
shall be services which in the judgment of the State agency
cannot be as economically or as effectively provided by the
staff of such State or local agency and are not otherwise rea-
sonably available to individuals in need of them, and which
are provided, pursuant to agreement with the State agency,
by the State health authority or the State agency or agencies
administering or supervising the administration of the State
plan for vocational rehabilitation services approved under
the Vocational Rehabilitation Act or by any other State
agency which the Secretary may determine to be appropriate
(whether provided by its staff or by contract with public
(local) or nonprofit private agencies) ;

except that services described in clause (ii) of subparagraph (D)
hereof may be provided only pursuant to agreement with such
State agency or agencies administering or supervising the admin-
istration of the State plan for vocational rehabilitation services
so approved. The portion of the amount expended for administra-
tion of the State plan to ,,Nh.;ch subparagraph (A) applies and the

- portion thereof to which subparagraphs (B) and (C) apply
shall be determined in accordance with such methods and pro-
cedures as may be permitted by the Secretary; and

(4) in the case of any State whose State plan approved under
section 1002 does not meet the requirements of subsection (c) (1),
an amount equal to one-half of the total of the sums expended
during such quarter as found necessary by the Secretary for the
proper and efficient administration of the State plan, including
services referred to in paragraph (3) and provided in accordance
with the provisions of such paragraph.

(b) The method of computing and paying such amounts shall be
as follows:

(1) The Secretary of Health, Education, and Welfare shall,
prior to the beginning of each quarter, estimate the amount to be
paid to the State for such quarter under the provisions of subsec-
tion (a), such estimate to be based on (A) a report filed by the
State containing its estimate of the total sum to be expended in
such quarter in accordance with the provisions of such subsection,
and stating the amount appropriated or made available by the
State and its political subdivisions for such expenditures in such
quarter, and if such amount is less than the State's proportionate
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share of the total sum of such estimated expenditures, the source
or sources from which the difference is expected to be derived,
(B) records showing the number of blind individuals in the State,
and (C) such other investigation as the Secretary may find
necessary.

t2) The Secretary of Health, Education, and Welfare shall
then certify to the Secretary of the Treasury the amount so esti-
mated by the Secretary of Health, Education, and Welfare, (A)
reduced or increased, as the case may be, by any sum by which the
Secretary of Health, Education, and Welfare finds that his esti-
mate for any prior quarter was greater or less than the amount
which should have been paid to the State under subsection (a) for
such quarter, and (B) reduced by a sum equivalent to the pro rata
share to which the United States is equitably entitled, as deter-
mined by the Secretary of Health, Education, and Welfare, of the
net amount recovered during a prior quarter by the State or any
political subdivision thereof with respect to aid to the blind fur-
nished under the State plan; except that such increases or reduc-
tions shall not be made to the extent that such sums have been
applied to make the amount certified for any prior quarter greater
or less than the amount estimated by the Secretary of Health,
Education, and Welfare for such prior quarter: Provided, That
any part of the amount recovered from the estate of a deceased
recipient which is not in excess of the amount expended by the
State or any political subdivision thereof for the funeral expenses
of the deceased shall not be considered as a basis for reduction
under clause (B) of this paragraph.

(3) The Secretary of the Treasury shall thereupon, through
the Fiscal Service of the Treasury Department, and prior to
audit or settlement by the General Accounting Office, pay to the
State, at the time or times fixed by the Secretary of Health,
Education, and Welfare, the amounts so certified.

(c) (1) In order for a State to qualify for payments under para-
graph (3) of subsection (a), its State plan approved under section
1002 must provide that the State agency shall make available to appli-
cants for or recipients of aid to the blind at least those services to
help them attain or retain capability for self-support or self-care
which are prescribed by the Secretary.

(2) In the case of any State whose State plan included a provision
meeting the requirements of paragraph (1), but with respect to which
the Secretary finds, after reasonable notice and opportunity for hear-
ings to the State agency administering or supervising the administra-
tion of such plan, that-

(A) the provision has been so changed that it no longer com-
plies with the requirements of paragraph (1), or
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(B) in the administration of the plan there is a failure to com-
ply substantially with such provision,

the Secretary shall notify such State agency that further payments
will not be made to the State under paragraph (3) of subsection (a)
until he is satisfied that there will no longer be any such failure to
comply. Until the Secretary is so satisfied further payments with
respect to the administration of such State plan shall not be made
under paragraph (3) of subsection (a) but shall instead be made, sub-
ject to the other provisions of this title, under paragraph (4) of such
subsection.

Operation of State Plans

Sec. 1004. In the case of any State plan for aid to the blind which
has been approved by the Secretary of Health, Education, and Wel-
fare, if the Secretary, after reasonable notice and opportunity for
hearing to the State agency administering or supervising the adminis-
tration of such plan, finds-

(1) that the plan has been so changed as to impose any resi-
dence or.citizenship requirement prohibited by section 1002(b),
or that in the administration of the plan any such prohibited
requirement is imposed, with the knowledge of such State agency,
in a substantial number of cases; or

(2) that in the administration of the plan there is a failure
to comply substantially with any provision required by section
1002(a) to be included in the plan;

the Secretary shall notify such State agency that further payments
will not be made to the State (or, in his discretion, that payments will
be limited to categories under or parts of the State plan not affected
by such failure) until the Secretary is satisfied that such prohibited
requirement is no longer so imposed, and that there is no longer any
such failure to comply. Until he is so satisfied he shall make no further
payments to such State (or shall limit payments to categories under
or parts of the State plan not affected by such failure).

Administration

Sec. 1005. Executed. Authorized appropriation for administrative
expenses of the Social Security Board for the fiscal year ending
June 30, 1936.

Definition

See. 1006. For the purpose of this title, the term "aid to the blind"
means money payments to, or (if provided in or after the third month
before the month in which the recipient makes application for aid)
medical care in behalf of or any type of remedial care recognized under
State law in behalf of, blind individuals who are needy, but does not
include any such payments to or care in behalf of any individual who
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is an inmate of a public institution (except as a patient in a medical
institution) or any individual who is a patient in an institution for
tuberculosis or mental diseases. Such term also includes payments
which are not included within the meaning of such term under the
preceding sentence, but which would be so included except that they
are made on behalf of such a needy individual to another individual
who (as determined in accordance with standards prescribed by the
Secretary) is interested in or concerned with the welfare of such needy
individual, but only with respect to a State whose State plan approved
under section 1002 includes provision for-

(1) determination by the State agency that such needy indi-
vidual has, by reason of his physical or mental condition, such
inability to manage funds that making payments to him would
be contrary to his welfare and, therefore, it is necessary to provide
such aid through payments described in this sentence;

(2) making such payments only in cases in which such pay-
ments will, under the rules otherwise applicable under the State
plan for determining need and the amount of aid to the blind to
be paid (and in conjunction with other income and resources),
meet all the need of the individuals with respect to whom such
payments are made;

(3) undertaking and continuing special efforts to protect the
welfare of such individual and to improve, to the extent possible,
his capacity for self-care and to manage funds;

(4) periodic review by such State agency of the determina-
tion under paragraph (1) to ascertain whether conditions justify-
ing such determination still exist, with provision for termination
of such payments if they do not and for seeking judicial appoint-
ment of a guardian or other legal representative, as described in
section 1111, if and when it appears that such action will best
serve the interests of such needy individual; and

(5) opportunity for a fair hearing before the State agency on
the determination referred to in paragraph (1) for any indi-
vidual with respect to whom it is made.

At the option of a State (if its plan approved under this title so
provides), such term (i) need not include money payments to an indi-
vidual who has been absent from such State for a period in excess of
90 consecutive days (regardless of whether he has maintained his
residence in such State during such period) until he has been present
in such State for 30 consecutive days in the case of such an individual
who has maintained his residence in such State during such period or
90 consecutive days in the case of any other such individual and (ii)
may include rent paynients made directly to a public housing agency
on behalf of a recipient or a group or groups of recipients of aid under
such plan.
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Part A-General Provisions

Definitions

Sec. 1101. (a) When used in this Act-
(1) The term '"State", except where otherwise provided, includes

the District of Columbia and the Commonwealth of Puerto Rico, and
when used in titles IV, V, VII, XI, and XIX includes the Virgin
Islands and Guam. Such term when used in titles III, IX, and XII
also includes the Virgin Islands. Such term when used in title V and
in part B of this title also includes American Samoa and the Trust Ter-
ritory of the Pacific Islands. In the case of Puerto Rico, the Virgin
Islands. and Guam, title I, X, and XIV, and title XVI, (as in effect
without regard to the amendment made by section 301 of the Social
Security Amendments of 1972) shall continue to apply, and the term
"States" when used in such titles (but not in title XVI as in effect
pursuant to such amendment after December 31, 1973) includes Puerto
Rico, the Virgin Islands, and Guam.

I This table of contents does not appear in the law.
2 Paragrauh (1) was amended by section 116(a) of P.1. 94-566 rnd by see. 5(e)(2) of

P.L. 95-142.
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* (2) The term "United States" when used in a geographical sense
means, except when otherwise provided, the States.

(3) The term "person" means an individual, a trust or estate, a
partnerhip, or a corporation.

(4) The term "corporation" includes associations, joint-stock com-
panies, and insurance companies.

(5) The term "shareholder" includes a member in an association,
joint-stock company, or insurance company.

(6) The term "Secretary". except when the context otherwise re-
quires, means the Secretary. of Health, Education, and Welfare.'

(7) The terms "physician" and "medical care" and "hospitaliza-
tion" include osteopathic practitioners or the services of osteopathic
practitioners and hospitals within the scope of their practice as de-
fined by State law.

(8) (A) The "Federal percentage" for any State (other than
Puerto Rico, the Virgin Islands, and Guam) shall be 100 per centum
less the State percentage; and the State percentage shall be that per-
centage which bears the same ratio to 50 per centum as the square of
the per capita income of such State bears to the square of the per
capita income of the United States; except that the Federal percent-
age shall in no case be less than W0 per centum or more than 65 per

* centum.
(B) The Federal percentage for each State (other than Puerto

Rico, the Virgin Islands, and Guam) shall be promulgated by the
Secretary between October 1 and November 30 of each even-num-
bered year, on the basis of the average per capita income of each
State and of the United States for the three most recent calendar
years for which satisfactory data are available from the Department
of Commerce. Such promulgation shall be conclusive for each of the
eight quarters in the period beginning October 1 next succeeding
such promulgation: Pro'ided. That the Secretary shall promulgate
such percentage as soon as possible after the enactment of the Social
Security Amendments of 1958. which promulgation shall be con-
clusive for each of the eleven quarters in thi period beginning Octo-
ber 1, 1958, and ending with the close of June 30, 1961.2

(C) The term "United States" means (but only for purposes of
subparagraphs (A) and (B) of this paragraph) the fifty States and
the District of Columbia.

(D) Promulgations made before satisfactory data are available
from the Department of Commerce for a full year on the per capital
income of Alaska shall prescribe a Federal percentage for Alaska of
50 per centum and, for purposes of such promulgations, Alaska shall

* not be included as part of the "United States." Promulgations made
thereafter but before per capita income data for Alaska for a full

I See. 509(b) of P.!, 96-88 provides that references to the Secretary of Health. Educa-
tion. and Welfare are deemed to be references to the Secretary of Health and Human
Services.

2 Paragraph (Bi was amended by section 22 of P.L 94-273.
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three-year period are available from the Department of Commerce
shall be based on satisfactory data available therefrom for Alaeka for
such one full year or, when such data are available for a two-year
period, for such t -o years.

(9) The term "shared health facility" means any arrangement
whereby-

(A) two or more health care practitioners practice their pro-
fessions at a common physical location;

(B) such practitioners share (i) common waiting areas, ex-
amining rooms, treatment rooms, or other space, (ii) the services
of supporting staff, or (iii) equipment;

(C) such practitioners have a person (who may himself be a
practitioner)-

(i) who is in charge of. controls, manages. or supervises
substantial aspects of the arrangement or operation for the
delivery of health or medical services at such common physi-
cal location, other than the direct furnishing of professional
health care services by the practitioners to their patients; or

(ii) who makes available to such practitioners the services
of supporting staff who are not employees of such practi-
tioners;

and who is compensated in whole or in part, for the use of such
common physical location or support services pertaining thereto,
on a basis related to amounts charged or collected for the services
rendered or ordered at such location or on any basis clearly
unrelated to the value of the services provided by the person; and

(D) at least one of such practitioners received payments on a
fee-for-service basis under titles V, XVIII, and XIX in an
amount exceeding $5,000 for any one month during the preceding
12 months or in an aggregate amount exceeding $40,000 during
the preceding 12 months;

except that such term does not include a provider of services (as de-
fined in section 1861(u) of this Act), a health maintenance organiza-
tion (as defined in section 1301 (a) of the Public Health Service Act),
a hospital cooperative shared services organization meeting the re-
quirements of section 501(e) of the Internal Revenue Code of 1954,
or any public entity.,

(b) The terms "includes" and "including" when used in a definition
contained in this Act shall not be deemed to exclude other things
otherwise within the meaning of the term defined.

(c) Whenever under this Act or any Act of Congress, or under the
law of any State, an employer is required or permitted to deduct any
amount from the remuneration of an employee and to pay the amount. 'Paragraph (9) was added by see. 5(c) (2) of P.L. 95-142.
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deducted to the United States, a State, or any political subdivision
thereof, then for the purposes of this Act the amount so deducted shall
be considered to have been paid to the employee at the time of such
deduction.

(d) Nothing in this Act shall be construed as authorizing any Fed-
eral official, agent, or representative, in carrying out any of the pro-
visions of this Act, to take charge of any child over the objections of
either of the parents of such child, or of the person standing in loco
parentis to such child.

Rules and Regulations

Sec. 1102. The Secretary of the Treasury, the Secretary of Labor,
and the Secretary of Health, Education, and Welfare, respectively,
shall make and publish such rules and regulations, not inconsistent
with this Act, as may be necessary to the efficient administration of
the functions with which each is charged under this Act.

Separability

Sec. 1103. If any provision of this Act, or the application thereof to
any person or circumstance, is held invalid, the remainder of the Act
and the application of such provision to other persons or circum-
stances shall not be affected thereby.

Reservation of Power

See. 1104. The right to alter, amend, or repeal any provision of this
&ct is hereby reserved to the Congress.

Short Title

See. 1105. This Act may be cited as the "Social Security Act."

Disclosure of Information in Possession of Department

Sec. 1106. (a) No disclosure of any return or portion of a return
(including information returns and other written statements) filed
with the Commissioner of Internal Revenue under title VIII of the
Social Security Act or under subchapter E of chapter 1 or subchapter
A of chapter 9 of the Internal Revenue Code of 1939, or under chapter
2 or 21 or, pursuant thereto, under subtitle F of the Internal Revenue
Code of 1954, or under regulations made under authority thereof,
which has been transmitted to the Secretary of Health, Education,
and Welfare by the Commissioner of Internal Revenue, or of any
file, record, report, or other paper, or any information, obtained at any
time by the Secretary or by any officer or employee of the Department
of Health, Education, and Welfare in the course of discharging the
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* duties of the Secretary under this Act, and no disclosure of any such
file, record, report, or other paper, or information, obtained at any
time by any person from the Secretary or from any officer or employee
of the Department of Health, Education, and Welfare, shall be made
except as the Secreta i may by regulations prescribe and except as
provided in part D of title IV of this Act. Any person who shall vio-
late any provision of this section shall be deemed guilty of a misde-
meanor and, upon conviction thereof, shall be punished by a fine not
exceeding $1,000, or by imprisonment not exceeding one year, or both.

(b) Requests for information, disclosure of which is authorized by
regulations prescribed pu-lsuant to subsection (a) of this section, and

requests for services, may, subject to such limitations as may be pre-
scribed by the Secretary to avoid undue interference with his func-
tions under this Act, be complied with if the agency, person, or organi-
zation making the request agrees to pay for the information or services
requested in such amount, if any (not exceeding the cost of furnishing
the information or services), as may be determined by the Secretary.
Payments for information or services furnished pursuant to this sec-
tion shall be made in advance or by way of reimbursement, as may be
requested by the Secretary, and shall be deposited in the Treasury as a
special deposit to be used to reimburse the appropriations (including

* authorizations to make expenditures from the Federal Old-Age and
Survivors Insurance Trust Fund, the Federal Disability Insurance
Trust Fund, the Federal Hospital Insurance Trust Fund, and the Fed-
eral Supplementary Medical Insurance Trust Fund) for the unit or
units of the Dep.,..-inent of Health, Education, and Welfare which
furnished the information or services. Notwithstanding the preceding
provisions of this subsection, requests for information made pursuant
to the provisions of part D of title IV of this Act for the purpose of
using Federal records for locating parents shall be complied with and
the cost incurred in providing such information shall be paid for as
provided in such part D of title IV.

(c) [Repealed.]
(d) Notwithstanding any other provision of this section the Sec-

retary shall make available to each State agency operating a program
under title XIX and shall, subject to the limitations contained in sub-
section (e), make available for public inspection in readily accessible
form and fashion, the following official reports (not including, how-
ever, references to any internal tolerance rules and practices that may
be contained therein, internal working papers or other informal memo-
randa) dealing with the operation of the health programs established
by titles XVIII and XIX-

(1) individual contractor performance reviews and other for-
mal evaluations of the performance of carriers, intermediaries,
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and State agencies, including the reports of follow-up reviews;
(2) comparative evaluations of the performance of such con-

tractors, including comparisons of either overall performance or
of any particular aspects of contractor operation; and

(3) program validation survey reports and other formal eval-
uations of the performance of providers of services, including
the reports of follow-up reviews, except that such reports shall
not identify individual patients, individual health care practition-
ers, or other individuals.

(e) No report described in subsection (d) shall be made public
by the Secretary or the State title XIX agency until the contractor
or provider of services whose performance is being evaluated has had
a reasonable opportunity (not exceeding 60 days) to review such
report and to offer conunents pertinent parts of which may be incor-
porated in the public report; nor shall the Secretary be required to
include in any such report information with respect to any deficiency
(or improper practice or procedures) which is known by the Secre-
tary to have been fully corrected, within 60 days of the date such
deficiency was first brought to the attention of such contractor or
provider of services, as the case may be.

Penalty for Fraud

Sec. 1107. (a) Whoever, with the intent to defraud any person,
shall make or cause to be made any false representation concerning
the requirement of this Act, subchapter E of chapter I or subchapter
A, C, or E of chapter 9 of the Internal Revenue Code of 1939, or
chapter 2, 21, or 23 or section 6011(a), 6017, or 6051(a) of the In-
ternal Revenue Code of 1954 or of any rules or regulations issued there-
under, knowing such representations to be false, shall be deemed
guilty of a misdemeanor, and upon conviction thereof, shall be pun-
ished by a finch. not exceeding $1,000, or by imprisonment not exceeding
one year, or toth.

(b) Whoever, with the intent to elicit information as to the date of
birth, employment, wages, or benefits of any individual (1) falsely
represents to the Secretary of Health, Education, and Welfare that he
is such individual, or the wife, husband, widow, widower, former wife
divorced, child, or parent of such individual, or the duly authorized
agent of such individual, or of the wife, husband, widow widower ,
former wife divorced, child, or parent of such individual, or (2)
falsely represents to any person that he is an employee or agent of
the United States, shall be deemed guilty of a misdemeanor, and,
upon conviction thereof, shall be punished by a fine not exceeding
$1,000, or by imprisonment not exceeding one year, or both.
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O Limitation on Payments to Puerto Rico, the Virgin Islands,
and Guam

Sec. 1108. (a) Except as provided in 210-2(a) (2) (C). the total
amount certified by the Secretary of Health, Education, and Welfare
under title I. X. XIV, and XVI. and under parts A and E of title IV
(exclusive of any amounts on account of services and items to which
subsection (b) applies)-

(1) for payment to Puerto Rico shall not exceed-
(A) $12,500,000 with respect to the fiscal year 1968,
(B) $15,000,000 with respect to the fiscal year 1969,
(C) $18,000,000 with respect to the fiscal year 1970,
(D) $21,000,000 with respect to the fiscal year 1971,
(E) $24.000,000 with respect to each of the fiscal years

1972 through 1978, or
(F) $72.000.()0 with respect to the fiscal year 1979 and

each fiscal year thereafter:
(2) for payment to the Virgin Islands shall not exceed-

(A) $425,000 with respect to the fiscal year 1968,
(B) $500,000 with respect to the fiscal year 1969,
(C) $G00,000 with respect to the fiscal year 1970,
(D) $700,000 with respect to the fiscal year 1971,
(E) $800,000 with respect to each of the fiscal years 1972

through 1978, or
(F) $2,400.000 with respect. to the fiscal year 1979 and

each fiscal yea! thereafter:
(3) for payment to Guam shall not exceed-

(A) $575,000 with respect to the fiscal year 1968,
(B) $690,000 with respect to the fiscal year 1969,
(C) $825,000 with respect to the fiscal year 1970,
(D) $960,000 with respect to the fiscal year 1971,
(E) $1,100.C00 with respect to each of the fiscal years 1972

through 1978, or
(F) $3.300,000 with respect to the fiscal year 1979 and each

fiscal year thereafter.'
(b) The total amount certified by the Secretary under part A of

title IV, on account of family planning services and services provided
under section 402(a) (19) with respect to any fiscal year-

(1) for payment to Puerto Rico shall not exceed $2,000,000,
(2) for payment to the Virgin Islands shall not exceed $65,000,

and
(3) for payment to Guam shall not exceed $90,000.

O 1 Subsee. (a) was amended by see. 802(b) of P.L. 95-600, and sees. 207 and 305 of P.L
96-272.



Revised December 1978 311-A Sec. 1108(d). (c) The total amount certified by the Secretary under title XIX
with respect to any fiscal year-

(1) for payment to Puerto Rico shall not exceed $30,000,000,
(2) for payment to the Virgin Islands shall not exceed $1,000,000,

and
(3) for payment to Guam shall not exceed $900,000.
(d) Notwithstanding the provisions of section 502(a) and 512(a)

of this Act, and the provisions of sections 421, 503(1), and 501(1) of
this Act as amended by the Social Security Amendments of 1967. and
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until such time as the Congress may by appropriation or other law
otherwise provide, the Secretary shall, in lieu of the initial allotment
specified in such sections, allot such smaller amounts to Guam, Ameri-
can Samoa, and the Trust Territory of the Pacific Islands as he may
deem appropriate.

Amounts Disregarded Not To Be Taken Into Account in Deter-mining Eligibility of Other Individuals

See. 1109. Any amount which is disregarded (or set aside for future
needs) in determining the eligibility of and amount of the aid or assist-
ance for any individual under a State plan approved under title I, X,
XIV, XVI, or XIX, or part A of title IV, shall not be taken into
consideration in determining the eligibility of and amount of aid or
assistance for any other individual under a State plan approved under
any other of such titles.

Cooperative Research or Demonstration Projects

Sec. 1110. (a) (1) There are hereby authorized to be appropriated for
the fiscal year ending June 30, 1957, $5,000,000 and for each fiscal
year thereafter such sums as the Congress may determine for (A)
making grants to States and public and other nonprofit organiza-
tions and agencies for payment part of the cost of research or demon-
stration projects such as those relating to the prevention and reduc-
tion of dependency, or which will aid in effecting coordination of
planning between private and public welfare agencies or which will
help improve the administration and effectiveness of programs car-
ried on or assisted under the Social Security Act and programs re-
lated thereto, and (B) making contracts or jointly financed cooperative
arrangements with States and public and other organizations and
agencies for the conduct of research or demonstration projects relating
to such matters.

(2) No contract or jointly financed cooperative arrangement shall
be entered into, and no grant shall be made, under paragraph (1),
until the Secretary obtains the advice and recommendations of spe-
cialists who are competent to evaluate the proposed project as to
soundness of their design, the possibilities of securing productive re-
sults, the adequacy of resources to conduct the proposed research or
demonstrations, and their relationship to other similar research or
demonstrations already completed or in procew-

(3) Grants and payments under contracts or cooperative arrange-
ments under paragraph (1) may be made either in advance or by way
of reimbursement, as may be determined by the Secretary; and shall

Sec. 1108(d) 312
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* be made in such installments and on such conditions as the Secretary
finds necessary to carry out the purposes of this subsection.

(b) (1) The Secretary is authorized to waive any of the require-
nients. conditions, or limitations of title XVI (or to waive them only
for specified piurloe& or to impose additional requirnientus condi-
tions. or limitations) to such extent and for such period as he finds
necessary to carry out one or more experimental. pilot, or demionstra-
tion projects which, in his judgment, are likely to assist in iron'ot-
ing the objectives or facilitate the administration of such title. Any
costs for benefits under or administration of any such project (in-
cluding planning for the project and the review and evaluation of
the project and its results). in excess of those that would have been
incurred without regard to the project, shall be niiet iy thie Secretary
froom amounts available to him for this purpose from appropriations
made to carry out such title. The co.-ts of any suchl project which is
carried out ill coordination with one or more related projects under
other titles of this Act shall Ib, allocated among the appropriations
available for such projects and any Trust Flnids involved. in a
inanner deternlined by the Secretary. taking into consideration tite
programs (or tylpS of benefit) to which the project (or part of a proj-

* ect) is most closely related or whiich the proijcvt (or lpait of a p)rojectt)
is intended to benefit. If. in order to carry out a project under this
sulisection, the Secretary requests a State to make Sup)plemnentary
paiynents (or mtiakes thenm himself pursuant to aln agreement under
section 1616). or to provide medical assistance under its plan aIp-
proved under title XIX. to individuals who are not eligible therefor.
or inill alllOlts or "under circumstances in which tihe State does not

make such ipaiyienits or provide such medical assistance, the Secre-
tary shall reimburse such State for the non-Federal share of such
P11vmunents or assistance from amnouints appropriated to carry out title
XVI.

(2) With respect to the participation of recipients of supplemental
seurity income benefits in experimental, pilot, or demonstration
projects under this subsection-

(A) the Secretary is not authorized to carry out any project
that would result in a substantial reduction in any individual's
total income and resources as a result of his or her participa-
tion in the project :

(B) the Secretary may not require any individual to partici-
pate in a project; and he shall assure (i) that the voluntary par-
ticipation of individuals in any project is obtained through in-

is formed written consent which satisfies the requirements for in-
formed consent established by the Secretary for use in any ex-

.perinvental. pilot, or demonstration project in which human

3l2-A See. 1110(a)
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subjects are at risk. and (ii) that any individual's voluntary
agreement to participate in any project may be revoked by such
individual at any time:

(C) the Secretary shall, to the extent feasible and appropri-

ate. include recipients who are tinder age 18 as well as adult
recipients; and

(I)) the Secretary shall include in the lprojIets carried out
tinder this section such experimental. pilot, or demonstration
projects as may be necessary to ascertain the feasibility of treat-
ing alcoholics and drug addicts to prevent the onset of irrevers-
ible medical conditions which may result in permanent disabil-
ity. including programs in residential (are treatment centers."

1 See. 1110(a). previously designated (a). (b). and (c). was reorganized by see. 505 of

P.L. 96-265. Redesignated (b) was also added by see. 505 of P.L. 96-265.
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Public Assistance Payments to Legal Representatives

Sec. 1111. For purposes of titles I, X, XIV, and XVI, and Part A
of title IV, payments on behalf of an individual, made to another
person who has been judicially appointed, under the law of the State
in which such individual resides, as legal representative of such indi-
vidual for the purpose of receiving and managing such payments
(whether or not he is such individuals legal representative for other
purposes), shall be regarded as money payments to such individual.

Medical Care Guides and Reports for Public Assistance and
Medical Assistance

See. 1112. In order to assist the States to extend the scope and
content, and improve the quality, of medical care and medical serv-
ices for which payments are made to or on behalf of needy and low-
income individuals under this Act and in order to promote better
public understanding about medical care and medical assistance for
needy and low-income individuals, the Secretary shall develop and
revise from time to time guides or recommended standards as to the
level, content, and quality of medical care and medical services for
the use of the States in evaluating and improving their public assist-
ance medical care programs and their programs of medical assistance;
shall secure periodic reports from the States on items included in,
and the quantity of, medical care and medical services for which ex-
penditures under such programs are made; and shall from time to
time publish data secured from these reports and other information
necessary to carry out the purposes of this section.

Assistance for United States Citizens Returned From Foreign
Countries

Sec. 1113. (a) (1) The Secretary is authorized to provide tempo-
rary assistance to citizens of the United States and to dependents of
citizens of the United States, if they (A) are identified by the De-
partment of State as having returned, or been brought, from a foreign
country to the United States because of the destitution of the citizen
of the United States or the illness of such citizen or any of his depend-
ents or because of war, threat of war, invasion, or similar crisis, and
(B) are without available resources.

(2) Except in such cases or classes of cases as are set forth in regu-
lations of the Secretary, provision shall be made for reimbursement
to the United States by the recipients of the temporary assistance to
cover the cost thereof.

* (3) The Secretary may provide assistance under paragraph (1)
directly or through utilization of the services and facilities of appro-
priate public or private agencies and organizations, in accordance

64ýE0- 8) - '
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with argeements providing for payment, in advance or by way of
reimbursement, as may be determined by the Secretapr, of the cost
thereof. Such cost shall be determined by such statistical, sampling,
or other method as may be provided in the agreement.

(b) The Secretary is authorized to develop plans and make ar-
rangements for provision of temporary assistance within the United
States to individuals specified in subsection (a) (1). Such plans shall
be developed and such arrangements shall be made after consultation
with the Secretary of State, the Attorney General, and the Secretary
of Defense. To the extent feasible, assistance provided under sub-
section (a) shall be provided in accordance with the plans developed
pursuant to this subsection, as modified from time to time by the
Secretary.

(c) For purposes of this section, the term "temporary assistance"
means money payments, medical care, temporary billeting, transporta-
tion, and other goods and services necessary for the health or welfare
of individuals (including guidance, counseling, and other welfare
services) furnished to them within the United States upon their ar-
rival in the United States and for such period after their arrival, not
exceeding ninety days, as may be provided in regulations of the Secre-
tary; except that assistance under this section may be furnished beyond
such ninety-day period in the case of any citizen or dependent upon a
finding by the Secretary that the circumstances involved necessitate or
justify the furnishing of assistance beyond such period in that par-
ticular case.

(d) The total amount of temporary assistance provided under this
section shall not exceed-

(1) $8,000,000 during the fiscal years ending June 30, 1975,
and June 30, 1976, and the succeeding calendar quarter, or

"(2) $300,000 during any fiscal year beginning on or after

October 1, 1976.1

Appointment of Advisory Council and Other Advisory Groups

Sec. 1114. (a) The Secretary shall, during 1964, appoint an Ad-
visory Council on Public Welfare for the purpose of reviewing the
administration of the public assistance and child welfare services pro-
grams for which funds are appropriated pursuant to this Act and
making recommendations for improveLlent of such administration,
and reviewing the status of and making recommendations with respect
to the public assistance programs for which funds are so appropriated,
especially in relation to the old-age, survivors, and disability insur-
ance program, with respect to the fiscal capacities of the States and
the Federal Government, and with respect to any other matters bear-

'Section 1113 was amended by Public Law 94-44.
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ing on the amount and proportion of the Federal and State shares in
th. public assistance and child welfare services programs.

(b) The Council shall be appointed by the Secretary without regard
to the provisions of title 5, United States Code, governing appoint-
ments in the competitive service and shall consist of twelve persons
who shall, to the extent possible, be representatives of employers and
employees in equal numbers, representatives of State or Federal agen-
cies concerned with the administration or financing of the public
assistance and child welfare services programs, representatives of non-
profit private organizations concerned with social welfare programs,
other persons with special knowledge, experience, or qualifications
with respect to such programs, and members of the public.

(c) The Council is authorized to engage such technical assistance
as may be required to carry out its functions, and the Secretary shall,
in addition, make available to the Council such secretarial, clerical,
and other assistance and such pertinent data prepared by the Depart-
ment of Health, Education, and Welfare as it may require to carry
out such functions.

(d) The Council shall make a report of its findings and recom-
mendations (including recommendations for changes in the provisions
of the Social Security Act) to the Secretary, such report to be sub-
mitted not later than July 1, 1966, after which date such Council
shall cease to exist.

(e) The Secretary shall also from time to time thereafter appoint an
Advisory Council on Public Welfare, with the same functions and
constituted in the same manner as prescribed for the Advisory Coun-
cil in the preceding subsections of this section. Each Council so ap-
pointed shall report its findings and recommendations, as prescribed
in subsection (d), not later than July 1 of the second year after the
year in which it is appointed, after which date such Council shall cease
to exist.

(f) The Secretary may also appoint, without regard to the provi-
sions of title 5, United States Code, governing appointments in the
competitive service, such advisory committees as he may deem ad-
visable to advise and consult with him in carrying out any of his func-
tions under this Act. The Secretary shall report to the Congress an-
nually on the number of such committees and on the membership and
activities of each such committee.

(g) Members of the Council or of any advisory committee appointed
under this section who are not regular full-time employees of the
United 6L~ates shall, while serving on business of the Couvcl or any
such committee be entitled to receive compensation at rates fixed by
the Secretary, but not exceeding $75 per day, including travel time;
and while so serving away from their homes or regular places of busi-
ness, they may be allowed travel expenses, including per diem in lieu
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of subsistence, as authorized by section 5703 of title 5, United States
Code for persons in Government service employed intermittently.

(h) (1) Any member of the Council or any advisory committee
appointed under this Act, who is not a regular full-time employee of
the United States, is hereby exempted, with respect to such appoint-
ment, from the operation of -ections 281, 2S3. and 1914 of title 18 of
the United States Code, and section 190 of the Revised Statutes (5
U.S.C. 99), except as otherwise specified in paragraph (2) of this
subsection.

(2) T1he exemption granted by paragraph (1) shall not extend-
(A) to the receipt or payment of salary in connection with

the appointee's Government service from any source other than
the employer of the appointee at the time of his appointment, or

(B) during the period of such appointment, to the prosecu-
tion or participation in the prosecution, by any person so ap-
pointed, of any claim against the Governinent, involving any
matter with which such person, during such period, is or was
directly connected by reason of such appointment.

Demonstration Projects `

Sec. 1115. (a) In the case of any experimental, pilot, or demonstra-
tion project which, in the judgment of the Secretary, is likely to assist
in promoting the objectives of title I VI, X, XIV, XVI, XIX, or
XX, or part A of title IV, in a State or States-

(1) the Secretary may waive compliance with any of the re-
quirements of section 2, 402, 602, 1002, 1402, 1602, 1902, 20002, 2003,
or 2004, as the case may be, to the extent and for the period he
finds necessary to enable such State or States to carry out such
project, and

(2) costs of such project which would not otherwise Le in-
cluded as expenditures under section 3, 403. 603, 1003, 1403, 1603,
1903, or 200"2, as the case may be, and which are not included as
part of the costs of projects under section 1110, shall, to the extent
and for the period prescribed by the Secretary, be regarded as
expenditures under the State plan or plans approved under such
title, or for administration of such State plan or plans, or expendi-
tures with respect to which payment shall be made under section
2002•, as may be appropriate.

In addition, not to exceed $4,000,000 of the aggregate amount appro-
priated for paymc.nts to States under such titles for any fiscal year
beginning after June 30, 1967, shall be available, under such terms
and conditions as the Secretary may establish, for payments to States

I Section 1115 was amended by sec. 404 of P.L 95-216.
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to cover so much of the cost of such project as is not covered by pay-
ments under such titles and is not included as part of the cost of
projects for purposes of section 1110.

(b) (1) In order to permit the States to achieve more efficient and
effective use of funds for public assistance, to reduce dependency, and
to improve the living conditions and increase the incomes of individ-
uals who are recipients of public assistance, any State having an
approved plan under part A of title IV may, subject to the provisions
of this subsection, establish and conduct not more than three demon-
stration projects. In establishing and conducting any such project the
State shall-

(A) provide that not more than one such project be conducted
on a statewide basis;

(B) provide that in making arrangements for public service
employment-

(i) appropriate standards for the health, safety, and
other conditions applicable to the performance of work and
training on such project are established and will be
maintained,

(iil such project will not result in the displacement of
employed workers,

(iii) each participant in such project shall be compensated
for work performed by him at an hourly rate equal to the
prevailing hourly wage for similar work in the locality where
the participant performs such work (and, for purposes of
this clause, benefits payable under the State's plan approved
under part A of title IV of the family of which such partic-
ipant is a member shall be regarded as compensation for work
performed by such participant),

(iv) with respect to such project the conditions of work,
training, education, and employment are reasonable in the
light of such factors as the type of work, geographical region,
and proficiency of the participant, and

(v) appropriate workmen's compensation protection is
provided to all participants; and

(C) provide that participation in such project by any indi-
vidual receiving aid to families with dependent children be
voluntary.

(2) Any State which establishes and conducts demonstration proj-
ects under this subsection may, subject to paragraph (3), with respect
to any such project-

(A) waive, subject to paragraph (3), any or all of the require-
* rents of sections 40-2(a) (1) (relating to statewide operation),

40&2(a) (3) (relating to administration by a single State agency),

Sec. 1115(b)316.-A
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402 (a) (8) (relating to disregard of earned income), except that
no such waiver of 402 (a) (8) shall operate to waive any amount in
excess of one-half of the earned income of any individual, and
402 (a) (19)' (relating to the work incentive program);

(B) subject to paragraph (4), use to cover the costs of the proj-
ect such funds as are appropriated for payment to such State with
respect to the assistance which is or would, except for participa-
tion in a project under this subsection, be payable to individuals
participating in such projects under part A, of title IV for any
fiscal year in which such projects are conducted; and

(C) use such funds as are appropriated for payments to States
under the State and Local Fiscal Assistance Act of 1972 for any
fiscal year in which the project is conducted to cover so much of
the costs of salaries for individuals participating in public serv-
ice employment as is not covered through the use of funds made
available under subpar.-.grapli (B).

(3) (A) Any State which wishes to establish and conduct demon-
stration projects under the provisions of this subsection shall submit
an application to the Secretary in such form and containing such
information as the Secretary may require. Whenever any State sub-
mits such an application to the Secretary, it shall at the same time
issue public notice of that fact together with a general description of
the project with respect to which the application is submitted, and
shall invite comment thereon from interested parties and comments
thereon may be submitted, within the 30-day period beginning with
the date the application is submitted to the Secretary, to the State or
the Secretary by such parties. The State shall also make copies of the
application available for public inspection. The Secretary shall also
immediately publish a summary of the proposed project, make copies
of the application available for public inspection, and receive and
consider comments submitted with respect to the application. A State
shall be authorized to proceed with a project submitted under this
subsection-

(i) when such application has been approved by the Secretary
(which shall be no earlier than 30 days following the date the
application is submitted to him), or

(ii) 60 days after the date on which such application is sub-
mitted to the Secretary unless, during such 60 day period, he denies
the application.

(B) Notwithstanding the provisions of paragraph (2) (A), the
Secretary may review any waiver made by a State under such para-
graph. Upon a finding that any such waiver is inconsistent with the
purposes of this subsection and the purposes of part A of title IV, the
Secretary may disapprove such waiver. The project with respect to
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*which any such disapproved waiver was made shall be terminated by
such State not later than the last day of the month following the
month in which such waiver was disapproved.

(4) Any amount payable to a State under section 403 (a) on behalf
of an individual participating in a project under this section shall not
be increased by reason of the participation of such individual in any
demonstration project conducted under this subsection over the amount
which would be payable if such individual were receiving aid to fam-
ilies with dependent children and not participating in such project.

(5) Participation in a project established under this section shall
not be considered to constitute employment for purposes of any finding
with respect to "unemployment" as that term is used in section 407.

(6) Any demonstration project established and conducted pursuant
to the provisions of this subsection shall be conducted for not longer
than two years. All demonstration projects established and conducted
pursuant to the provisions of this subsection shall be terminated not
later than September 30,1980.

316.-C See, IU5(b)
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Administrative and Judicial Review of Certain Administrative
W Determinations

Sec. 1116. (a) (1) Whenever a State plan is submitted to the Sec-
retary by a State for approval under title I, VI, X, XIV, XVI, XIX,
or XX, or part A of title IV, lie shall not later than 90 days after the
date the plan is submitted to him, make a determination as to whether
it conforms to the requirements for approval under such title. The 90-
day period provided herein may be extended by written agreement of
the Secretary and the affected State.

(2) Any State dissatisfied with a determination of the Secretary
under paragraph (1) with respect to any plan may, within 60 days
after it has been notified of such determination, file a petition with the
Secretary for reconsideration of the issue of whether such plan con-
forms to the requirements for approval under such title. Within 30
days after receipt of such a petition, the Secretary shall notify the
State of the time and place at which a hearing will be held for the
purpose of reconsidering such ise. Such hearing shall be held not
less than 20 days nor more than 60 days after the date notice of such
hearing is furnished to such State, unless the Secretary and such
State agree in writing to holdhig the hearing at another time. The
Secretary shall affirm, modify, or reverse his original determination

* within 60 days of the conclusion of the hearing.
(3) Any State which is dissatisfied with a final determination made

by the Secretary on such a reconsideration or a final determination of
the Secretary under section 4, 404, 604, 1004, 1404, 1604, 1904, or 2003
may, within 60 days after it has been notified of such determination, file
with the United States court of appeals for the circuit in which such
State is located a petition for review of such determination. A copy of
the petition shall be forthwith transmitted by the clerk of the court to
the Secretary. The Secretary thereupon shall file in the court the rec-
ord of the proceedings on which he based his determination as pro-
vided in section 2112 of title 28, United States Code.

(4) The findings of fact by the Secretary, if supported by substan-
tial evidence, shall be conclusive; but the court, for good cause shown,
may remand the case to the Secretary to take further evidence, and the
Secretary may thereupon make new or modified findings of fact and
may modify his previous action, and shall certify to the court the tran-
script and record of the further proceedings. Such new or modified
findings of fact shall likewise be conclusive if supported by substantial
evidence.

(5) The court shall have jurisdiction to affirm the action of the
Secretary or to set it aside, in whole or in part. The judgment of the

* court shall be subject to review by the Supreme Court of the United
States upon certiorari or certification as provided in section 1254 of
title 28, United States Code.

317



Revised July 1980

(b) For the purposes of subsection (a), any amendment of a State
plan approved under title I, VI, X, XIV, XVI, XIX, or XX, or part
A of title IV, may, at the option of the State, be treated as the sub-
mission of a new State plan.

(c) Action pursuant to an initial determination of the Secretary
described in subsection (a) shall not be stayed pending reconsidera-
tion, but in the event that the Secretary subsequently determines that
his initial determination was incorrect he shall certify restitution
forthwith in a lump sum of any funds incorrectly withheld or other-
wise denied.

(d) Whenever the Secretary determines that any item or class of
items on account of which Federal financial participation is claimed
under title I, VI, X, XIV, XVI, XIX, XX, or part A of title IV, shall
be disallowed for such pa.Lticipstion, the State shall be entitled to and
upon request shall receive a reconsideration of the disallowance.

See. 1117. [Repealed.]

Alternative Federal Payment With Respect to Public
Assistance Expenditures

See. 111& In the case of any State which has in effect a plan ap-
proved under title XIX for any calendar quarter, the total of the
payments to which such State is entitled for such quarter, and for each
succeeding quarter in the same fiscal year (which for purposes of this
section means the 4 calendar quarters ending with September 30),
under paragraphs (1) and (2) of sections 3(a), 403(a), 1003(a),
1403(a), and 1603 (a) shall, at the option of the State, be determined
by application of the Federal medical assistance percentage (as de-
fined by section 1905), instead of the percentages provided under
each such section, to the expenditures under its State plans approved
under titles I, X, XIV, and XVI, and part A of title IV, which would
be included in determining the amounts of the Federal payments to
which such State is entitled under such sections, but without regard
to any maximum on the dollar amounts per recipient which may be
counted under such sections. For purposes of the preceding sentence,
the term "Federal medical assistance percentage" shall, in the case of
Puerto Rico, the Virgin Islands, and Guam, mean 75 per centum.1

SSee. 1118 was amended by sea. 2(23) of P.L 94-273. by sec. 802(a) of P.L. 95-W00,
and by sew. 305(c) of P.L. 9-272.
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* Federal Participation in Payments for Repairs to Home Owned
by Recipient of Aid or Assistance

Sec. 1119. In the case of an expenditure for repairing the home
owned by an individual who is receiving aid or assistance, other than
medical assistance to the aged under a State plan approved under
title I, X, XIV. or XVI, or part A of title IV if-

(1) the State agency or local agency administering the plan
approved under such title has made a finding (prior to making
such expenditure) that (A) such home is so defective that con-
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* tinued occupancy is unwarranted, (B) unless repairs are made to
such home, rental quarters will be necessary for such individual,
and (C) the cost of rental quarters to take care of the needs of
such individual (including his spouse living with him in such
home and any other individual whose needs were taken into ac-
count in determining the need of such individual) would exceed
(over such time as the Secretary may specify) the cost of repairs
needed to make such home habitable together with other costs
attributable to continued occupancy of such home, and

(2) no such expenditures were made for repairing such home
pursuant to any prior finding under this section,

the amount paid to any such State for any quarter under section 3(a),
403(a), 1003(a), 1403(a), or 1603(a) shall be increased by 50 per
centum of such expenditures, except that the excess above $500 ex-
pended with respect to any one home shall not be included in deter-
mining such expenditures.

Approval of Certain Projects

Sec. 1120. (a) No payment shall be made under this Act with
respect to any experimental, pilot, demonstration, or other project
all or any part of which is wholly financed with Federal funds made

* available under this Act (without any State, local, or other non-
Federal financial participation) unless such project shall have been
personally approved by the Secretary or Under Secretary of Health,
Education, and Welfare.

(b) As soon as possible after the approval of any project under
subsection (a), the Secretary shall submit to the Congress a descrip-
tion of such project including a statement of its purpose, probable
cost, and expected duration.

Uniform Reporting Systems for Health Services Facilities and
Organizations 1

Sec. 1121. (a) For the purposes of reporting the cost of services
provided by, of planning, and of measuring and comparing the effi-
ciency of and effective use of services in, hospitals, skilled nursing
facilities, intermediate care facilities, home health agencies, health
maintenance organizations, and other types of health services facili-
ties and organizations to which payment may be made under this Act,
the Secretary shall establish by regulation, for each such type of
health services facility or organization, a uniform system for the
reporting by a facility or organization of that type of the following
information:

I•Section 1121 was added by sem. 19(a) ot P.I 95-142. Se also asm. 19(c) which Is
printed in this document on p. 800.

319 Sec. 1121(a)
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(1) The aggregate cost of operation and the aggregate volume
of services.

(2) The costs and volume of services for various functional
accoimts and subaccounts.

(3) Rates, by category of patient and class of purchaser.
(4) Capital assets, as defined by the Secretary, including (as

appropriate) capital funds, debt service, lease agreements used
in lieu of capital funds, and the value of land, facilities, and
equipment.

(5) Discharge and bill data.
The uniform reporting system for a type of health services facility or
organization shall provide for appropriate variation in the applica-
tion of the system to different classes of facilities or organizations
within that type and shall be established, to the extent practicable,
consistent with the cooperative system for producing comparable and
uniform health information and statistics described in section 306(e)
(1) of the Public Health Service Act. In reporting under such a sys-
tem, hospitals shall employ such chart of accounts, definitions, princi-
ples, and statistics as the Secretary may prescribe in order to reach
a uniform reconciliation of financial and statistical data for specified
uniform reports to be provided to the Secretary.

(b) The Secretary shall-
(1) monitor the operation of the systems established under

subsection (a) ;
(2) assist with and support demonstrations and evaluations

of the effectiveness and cost of the operation of such systems and
encourage State adoption of such systems; and

(3) periodically revise such systems to improve their effec-
tiveness and diminish their cost.

(c) The Secretary shall provide information obtained through
use of the uniform reporting systems described in subsection (a) in a
useful manner and format to appropriate agencies and organizations,
including health systems agencies (designated under section 1515 of
the Public Health Service Act) and State health planning and devel-
opment agencies (designated under section 1521 of such Act), as may
be necessary to carry out such agencies' and organizations' functions.

See. 1121(a) 319-A
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Limitation on Federal Participation for Capital Expenditures,

Sec. 1122. (a) The purpose of this section is to assure that Federal
funds appropriated under title V, XVIII, and XIX are not used to

I P.L. 92-603, see. 221(a), added see. 1122. Applicable only to a capital expenditure the
obligation for which Is Incurred by or on behalf of a health care facility or health mainte-
nance organization subsequent to whichever of the following Is earlier: (A) December 31,
1972, or (B) with respect to any State or any part thereof specified by such State, the last
day of the calendar quarter in which the State requests that the amendment made by sub-
section (a) of this section apply in such State or such part thereof.

P.L. 92-603, sem. 221(d), provides:
"In tMe case of a health care facility providing health care services as of December 18,

1970, which on such date is committed to a formal plan of expansion or replacement, the
amendments wade by the preceding provisions of this section shall not apply with respect
to such expenditures as may be made or obligations incurred for capital items Included to
such plan where preliminary expenditures toward the plan of expansion or replacement (in-
cluding payments for studies, srrveys, designs, plans, working drawings, specifications,
and site acquisition, essential tc the acquisition. improvement, expansion, or replacement
of the health care facility or equipment concerned) of $100,000 or more, had been made
during the three-year period eorded December 17. 1170."
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support unnecessary capital expenditures made by or on behalf of
health care facilities or health maintenance organizations which are
reimbursed under any of such titles and that, to the extent possible,
reimbursement under such titles shall support planning activities with
respect to health services and facilities in the various States.

(b) The Secretary, after consultation with the Governor (or other
chief executive officer) and with appropriate local public officials, shall
make an agreement with any State which is able and willing to do
so under which a designated planning agency (which shall be an
agency described in clause (ii) of subsection (d) (1) (B) that has a
governing body or advisory board at least half of whose members
represent consumer interests) will-

(1) make, and submit to the Secretary together with such sup-
porting materials as he miay find necessary, findings and recom-
mendations with respect to capital expenditures proposed by or
on behalf of any health care facility or health maintenance
organization in such State within the field of its responsibilities.

(2) receive from other agencies described in clause (ii) of
subsection (d) (1) (B), and submit to the Secretary together with
such supporting material as he may find necessary, the findings
and recommendations of such other agencies with respect to
capital expenditures proposed by or on behalf of health care
facilities or health maintenance organizations in such State within
the fields of their respective responsibilities, and

(3) establish and maintain procedures pursuant to which a
person proposing any such capital expenditure may appeal a
recommendation by the designated agency and will be granted
an opportunity for a fair hearing by such agency or person other
than the designated agency as the Governor (or other chief execu-
tive officer) may designate to hold such hearings,

whenever and to the extent that the findings of such designated agency
or any such other agency indicate that any such expenditure is not
consistent with the standards, criteria, or plans developed pursuant
to the Public Health Service Act (or the Mental Retardation Facil-
ities and Community Mental Health Centers Construction Act of
1963) to meet the need for adequate health care facilities in the area
covered by the plan or plans so developed.

(c) The Secretary shall pay any such State from the Federal
Hospital Insurance Trust Fund, in advance or by way of reimburse-
ment as may be provided in the agreement with it (and may make
adjustments in such payments on account of overpayments or under-
payments previously made), for the reasonable cost of performing the
functions specified in subsection (b).

(d) (1) Except as provided in paragraph (2), if the Secretary deter-
mines that--
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(A) neither the planning agency designated in the agreement
described in subsection (b) nor an agency described in clause (ii)
of subparagraph (B) of this paragraph had been given notice
of any proposed capital expenditure (in accordance with such
procedure or in such detail as may be required by such agency)
at least 60 days prior to obligation for such expenditure; or

(B) (i) the planning agency so designated or an agency so
described had received such timely notice of the intention to make
such capital expenditure and had. within a reasonable period
after receiving such notice and prior to obligation for such ex-
penditure, notified the person proposing such expenditure that
the expenditure would not be in conformity with the standards,
criteria, or plans developed by such agency or any other agency
described in clause (ii) for adequate health care facilities in such
State or in the area for which such other agency has responsibility,
and

(ii) the planning agency so designated had, prior to submit-
ting to the Secretary the findings referred to in subsection (b)-

(I) consulted with, and taken into consideration the find-
ings and recommendations of, the State planning agencies
established pursuant to sections 314(a) and 604(a) of the
Public Health Service Act (to the extent that either such
agency is not the agency so designated) as well as the public
or nonprofit private agency or organization responsible for
the comprehensive regional, metropolitan area, or other local
area plan or plans referred to in section 314(b) of the Public
Health Service Act and covering the area, in which the health
care facility or health maintenance organization proposing
such capital expenditure is located (where such agency is not
the agency designated in the agreement), or, if there is no
such agency, such other public or nonprofit private agency
or organization (if any) as performs, as determined in accord-
ance with criteria included in regulations, similar functions,
and

(II) granted to the person proposing such capital expend-
iture an opportunity for a fair hearing with respect to such
findings;

then, for such period as he finds necessary in any case to effectuate the
purpose of this section, lie shall, in determining the Federal payments
to be made under titles, V, XVIII, and XIX with respect to services
furnished in the health care facility for which such capital expendi-
ture is made, not include any amount which is attributable to deprecia-

* tion, interest on borrowed funds, a return on equity capital (in the case
of proprietary facilities), or other expenses related to such capital

4-SC6 0 - 80 - 29
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expenditure. With respect to any organization which is reimbursed
on a per capita or a fixed fee or negotiated rate basis, in determining
the Federal payments to be made under titles V, XVIII, and XIX, the
Secretary shall exclude an amount which in his judgment is a reason-
able equivalent to the amount which would otherwise be excluded under
this subsection if payment were to be made on other than a per capita
or a fixed fee or negotiated rate basis.

(2) If the Secretary, after submitting the matters involved to the
advisory council established or designated under subsection (i), de-
termines that an exclusion of expenses related to any capital expendi-
ture of any health care facility or health maintenance organization
would discourage the operation or expansion of such facility or
organization, or of any facility of such organization, which has
demonstrated to his satisfaction proof of capability to provide compre-
hensive health care services (including institutional services) effi-
ciently, effectively, and economically, or would otherwise be incon-
sistent with the effective organization and delivery of health services
or the effective administration of title V, XVIII, or XIX, he shall
not exclude such expenses pursuant to paragraph (1).

(e) Where a person obtains under lease or comparable arrangement
any facility or part thereof, or equipment for a facility, which would
have been subject to an exclusion under subsection (d) if the person
had acquired it by purchase, the Secretary shall (1) in computing
such person's rental expense in determining the Federal payments
to be made under titles V, XVIII, and XIX with respect to ser-ices
furnished in such facility, deduct the amount which in his judgment
is a reasonable equivalent of the amount that would have been excluded
if the person had acquired such facility or such equipment by purchase,
and (2) in computing such person's return on equity capital deduct
any amount deposited under the terms of the lease or comparable
arrangement.

(f) Any person dissatisfied with a determination by the Secretary
under this section may within six months following notification of such
determination request the Secretary to reconsider such determination.
A determination by the Secretary under this section shall not be
subject to administrative or judicial review.

(g) For the purposes of this section, a "capital expenditure" is an
expenditure which, under generally accepted accounting principles,
is not properly chargeable as an expense of operation and mainte-
nance and which (1) exceeds $100,000, (2) changes the bed capacity of
the facility with respect to which such expenditure is made, or (3)
substantially changes the services of the facility with respect to which
such expenditure is made. For purposes of clause (1) of the preceding
sentence, the cost of the studies, surveys, designs, plans, working
drawings, specifications, and other activities essential to the acquisi-
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*tion, improvement, exp[.nsion, or replacement of the plant and equip-
ment with respect to which such expenditure is made shall be in-
cluded in determining whether such expenditure exceeds $100,000.

(h) The provisions of this section shall not apply to Christian
Science sanatoriums operated, or listed and certified, by the First
Church of Christ, Scientist, Boston, Massachusetts.

(i) (1) The Secretary shall establish a national advisory council,
or designate an appropriate existing national advisory council, to
advise and assist him in the preparation of general regulations to carry
out the purposes of this section and on policy matters arising in -he
administration of this section, including the coordination of activities
under this section with those under other parts of this Act or under
other Federal or federally assisted health programs.

(2) The Secretary shall make appropriate provision for consulta-
tion between and coordination of the work of the advisory council
established or designated under paragraph (1) and the Federal IHos-
pital Council, the National Advisory Health Council, the Health
Insurance Benefits Advisory Council, and other appropriate national
advisory councils with respect to matters bearing on tlie purposes and
administration of this section and the coordination of activities under
this section with related Federal health programs.

* (3) If an advisory council is established by the Secretary under
paragraph (1), it shall be composed of members who are not otherwise
in the regular full-time employ of the United States, and who shall
be. appointed by the Secretary without regard to the civil service laws
frcm among leaders in the fields of the fundamental sciences, the med-
ical sciences, and the organization, delivery, and financing of health
care, and persons who are State or local officials or are active in com-
munity affairs or public or civic affairs or who are representative of
minority groups. Members of such advisory council, while attending
meetings of the council or otherwise serving on business of the council,
shall be entitled to receive compensation at rates fixed by the Secretary,
but not exceeding the maximum rate specified at the time of such serv-
ice for grade GS-18 in section 5332 of title 5, United States Code,
including traveltime, and while away from their homes or regular
places of business they may also be allowed travel expenses, including
per diem in lieu of subsistence, as authorized by section 5703 (b) of such
title 5 for persons in the Government service employed intermittently.

Program for Determining Qualifications for Certain Health Care
Personnel

Sec. 1123. (a) The Secretary, in carrying out his functions relat-
ing to the qualifications for health care personnel under title XVIII,
shall develop (in consultation with appropriate professional health
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organizations and State health and licensure agencies) and conduct (in
conjunction with State health and licensure agencies) until Decem-
ber 31, 1977, a program designed to determine the proficiency of
individuals (who do not otherwise meet the formal educational,
professional membership, or other specific criteria established for
determining the qualifications of practical nurses, therapists, labora-
tory technicians, and technologists, and cytotechnologists, X-ray tech-
nicians, psychiatric technicians, or other health care technicians and
technologists) to perform the duties ard functions of practical nurses,
therapists, laboratory technicians, technologists, and cytotechnologists,
X-ray technicians, psychiatric technicians, or other health care tech-
nicians and technologists. Such program shall include (but not be
limited to) the employment of procedures for the formal testing of the
proficiency of individuals. In the conduct of such program, no indivi-
dual who otherwise meets the proficiency requirements for any health
care specialty shall be denied a satisfactory proficiency rating solely
because of his failure to meet formal educational or professional mem-
bership requirements.

(b) If any individual has been determined, under the program
es'-ablished pursuant to subsection (a), to be qualified to perform the
duties and functions of any health care specialty, no person or pro-
vider utilizing the services of such individual to perform such dutie
and functions shall be denied payment. under title XVIII or under
any State plan approved under title XIX, for any health care services
provided by such person on the grounds that such individual is not
qualified to perform such duties and functions.

Disclosure of Ownership and Related Information1

Sec. 1124. (a) (1) The Secretary shall by regulation or Cy con-
-:act provision provide that each disclosing entity (as defined in para-

graph ('2)) shall-
(A) as a condition of the disclosing entity's participation in,

or certification or recertification under, any of the programs
established by titles V, XVIII, XIX, and XX, or

(B) as a condition for the approval or renewal of a contract or
agreement between the disclosing entity and the Secretary or the
appropriate State agency under any of the programs established
under titles V, XVIII, XIX, and XX,

supply the Secretary or the appropriate State agency with full and
complete information as to the identity of each person with an owner-
sihip or control interest (as defined in paragraph (3)) in the entity or
in any subcontractor (as defined by the Secretary in regulations) in

I Section 1124 was added by see. 3,(a) (1) ot P.L. 95-142.
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which the entity directly or indirectly has a 5 per centum or more
ownership interest.

(2) As used in this section, the term "disclosing entity" means an
entity which is--

(A) a provider of services (as defined in section 1861(u), oth er
than a fund), an independent clinical laboratory, a renal disease
facility, or a health maintenance organization (as defined in sec-
tion 1301(a) of the Public Health Service Act);

(B) an entity (other than an individual practitioner or group
of practitioners) that furnishes, or arranges for the furnishing of,
items or services with respect to which payment may be claimed
by the entity under any plan or program established pursuant to
title V or under a State plan approved under title XIX;

(C) a carrier or other agency or organization that is acting as
a fiscal intermediary or agent with respect to one or more pro-
viders of services (for purposes of part A or part B of title
XVIII, or both, or for purposes of a State plan approved under
title XIX) pursuant to (i) an agreement under section 1816, (ii)
a contract under section 1842, or (iii) an agreement with a single
State agency administering or supervising the administration of
a State plan approved under title XIX; or

(D) an entity (other than an individual practitioner or group
of practitioners) that furni.-hes. or arranges for thle furnishing of,
health related services with respect to which paiuiento may be
claimed by the entity under a State plan or program approved
tinder title XX.

(3) As used in this section, the term "person with an ownership or
control interest" means, with respect to an entity, a person who-

(A) (i) has directly or indirectly (as determined by the Sec-
retary in regulations) an ownership interest of 5 per centum or
more in the entity; or

(ii) is the owner (in whole or in part) of an interest of 5 per
centumn or more in any mnort gage, deed of trust, note, or other
obligation secured (in whole or in part) by the entity or any of
the property or assets thereof; or

(B) is an officer or director of the entity, if the entity is orga-
nized as a corporation; or

(C) is a partner in the entity, if the entity is organized as a
partnership.

(b) To the extent determined to be feasible under regulations of
the Secretary, a disclosing entity shall also include in the information
supplied under subsection (a) (1), with respect to each person with an
ownership or control interest in the entity, the name of any other dis-
closing entity with respect to which the person is a person with an
ownership or control interest.
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Issuance of Subpenas by Comptroller General I

Sec. 1125. (a) For the purpose of any audit, investigation, exam-
ination, analysis, review, evaluation, or other function authorized by
law with respect to any program authorized under this Act, the Comp-
troller General of the United States shall have power to sign and issue
subpenas to any person requiring the production of any pertinent
books, records, documents, or other information. Subpenas so issued by
the Comptroller General shall be served by anyone authorized by him
(1) by delivering a copy thereof to the person named therein, or (2)
by registered mail or by certified mail addressed to such person at his
last dwelling place or principal place of business. A verified return
by the person so serving the subpena setting forth the manner of
service, or, in the case of service by registered mail or by certified mail,
the return post office receipt therefor signed by the person so served,
shall be proof of service.

(b) In case of contumacy by, or refusal to obey a subpena issued
pursuant to subsection (a) of this section and duly served upon, any
person, any district court of the United States for the judicial district
in which such person charged with contumacy or refusal to obey is
found or resides or transacts business, upon application by the Comp-
troller General, shall have jurisdiction to issue an order requiring such
person to produce the books, records, documents, or other information
sought by the subpena; and any failure to obey such order of the court
may be punished by the court as a contempt thereof. In proceedings
brought under this subsection, the Comptroller General shall be repre-
sented oy attorneys employed in the General Accounting Office or by
counsel whom he may employ without regard to the provisions of
title 5, United States Code, governing appointments in the competitive
service, and the provisions of chapter 51 and subchapters III and VI
of chapter 53 of such title, relating to classification and General
Schedule pay rates.

(c) No personal medical record in the possession of the General
Accounting Office shall be subject to subpena or discovery proceedings
in a civil action.

Disclosure by Institutions, Organizations, and Agencies of Own-
ers and Certain Other Individuals Who Have Been Convicted
of Certain Offenses 2

Sec. 1126. (a) As a condition of participation in or certification
or recertification under the programs established by titles XVIII,
XIX, and XX, any hospital, nursing facility, or other institution,

1 Section 1125 was added by see. S of P.L. 95-142.
'Section 1126 was added by see. 8(a) of P.L. 95-142.

Soa. U25(a) 326



Revised July 1980

* organization, or agency shall be required to disclose to the Secretary
or to the appropriate State agency the name of any person who--

(1) has a direct or indirect ownership or control interest of 5
percent or more in such institution, organization, or agency or is
an officer, director, agent, or managing employee (as defined in
subsection (b)) of such institution, organization, or agency, and

(2) has been convicted (on or after the (late of the enactment
of this section, or within such period prior to that date as the Sec-
retary shall specify in regulations) of a criminal offense related
to the involvement of such person in any of such programs.

The Secretary or the appropriate State agency shall promptly notify

the Inispector General in the department of Health. Education, and
Welfare of the receipt from any institution. organization. or agency
of any application or request for such participation. certification, or
recertification which discloses the name of any such person, and shall
notify the Inspector General of the action taken with respect to such
a pplicat ion or request.

(b) For the purposes of this section, the tern "-inanaguig em-
ployee" mians, with rutspect to an insititution, organization, or agency,
an individual. including a general manager. business manager. admin-
istrator. and director. who exercises operational or managerial control

* over the institution. organization. or agency, or who directly or in-
directlv conducts the day-to-day operations of the institution, orga-
nization, or agncy.

Adjustment of Retroactive Benefits Under Title II on Account
of Supplemental Security Income Benefits

Sec. 1127. Notwithstanding any other provision of this Act. in any
case where an individual-

(1) makes application for benefits under title II and is subse-
quently determined to be entitled to those benefits, and

(2) was an individual with respect to whom supplemental se-
curity income benefits were paid under title XVI (including State
suppllementary payments which were made under an agreement
pursuant to section 1616(a) or an administration agreement under
section 212 of Public Law 93-66) for one or more months during
the period beginning with the first month for which a benefit
described in paragraph (1) is payable and ending with the month
before the first month in which such benefit is paid p.ur-suant to
the application referred to in paragraph (1),

the benefits (described in paragraaph (1)) which are otherwise retro-
actively payable to such individual for months in the period described

* in paragraph (2) shall be reduced by an amount equal to so much of
such supplemental security income benefits (including State supple-
mentary payments) described in paragraph (2) for such month or
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S iioitlio s as wollil iOt have heen paid with respect to such individual or
his eligible poh.ou-' if the individual had received the benefits under
title II at the times they were regularly due during such period rather
than retroactively: and from the amount of such reduction the Secre-
tary shall reimburse the State on behalf of which such supplementary
inleiitnts t'%re iiiade for the amtiount (if any) by which such State's
expenditures on account of such stipj•lementary paylments for the
period involved exceeded the expenditures which the State would have
inade (for such period) if the individual had received the benefits
under title II at the tinges they were regularly due during such period
rather than retroactively. An amount equal to the portion of such re-
duction remaining after reijitbursezuent of the State under the l'"e-
ceding sentence slall hm- covered into the general fund of the Treasury.1

Sec. 1130. [Repealed.]

Notification of S,,cial Security Claimant With Respect to Deferred
Vested Benefits

Sec. 1131. (a) Whenever-
(1) the Secretary makes a finding of fact and a decision as to-

(A) the entitlement of any individual to monthly benefits
under section 202, 223, or 228,

(B) the entitlement of any individual to a lump-sum
death payment payable under section 202(i) on account of
the death of any person to whom such individual is related
by blood, marriage, or adoption, or

(C) the entitlement under section 226 of any individual
to hospital insurance benefits under part A of title XVIII, or

(2) the Secretary is requested to do so--
(A) by any individual with respect to whom the Secre-

tary holds information obtained under section 6057 of the
Internal Revenue Coi• of 1954, or

'Sec. 1127 was added by bec. 501 of P.L. 96-265 effective July !'S1.
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(B) in the case of the death of the individual referred
to in subparagraph (A), by the individual who would lýe
entitled to payment under section 204(d) of this Act,

he shall transmit to the individual referred to in paragraph (1)
or the individual making the request under paragraph (2) any
information, as reported by the employer, regarding any deferred
vested benefit transmitted to the Secretary pursuant to such sec-
tion 6057 with respect to the individual referred to in paragraph
(1) or (2) (A) or the person on whose wages and self-employment
income entitlement (or claim of entitlement) is based.

(b) (1) For purposes of section 201(g) (1), expenses incurred in
the administration of subsection (a) shall be deemed to be expenses
incurred for the administration of title II.

(2) There are hereby authorized to be appropriated to the Federal
Old-Age and Survivors Insurance Trv t Fund for each fiscal year
(commencing with the fiscal year ending June 30, 1974) such sums
as the Secretary deems necessary on account of additional adminis-
trative expenses resulting from the enactment of the provisions of sub-
section (a).

Period Within Which Certain Claims Must Be Filed

Sec. 1132. (a) Notwithstanding any other provision of this Act
(but subject to subsection (b)) any claim by a State for payment
with respect to an expenditure mnade during any calendi.r quarter by
the State-

(1) in carrying out a State plan approved under title I. IV, V,
X, XIV, XVI. XIX. or XX of this Act, or

(2) under any other provision of this Act which provides
(on an entitlement basis) for Federal financial participation in
expenditures miade under State plans or programs.

shall be filed (in such form and manner as the Secretary shall by
regulations prescribe) within the two-year period which begins on the
first day of the calendar quarter immediately following such calendar
quarter: and payment shall not. be made under this Act on account of
any such expenditure if claim therefor is not made within such two-
year period: except that this subsection shall not be applied so as to
deny payment with respect to any expenditure involving court-ordered
retroactive payments or audit exceptions. or adjustments to prior year
costs.

(b) The Secretary shall waive the requirement imposed under sub-
section (a) with respect to the filing of any claim if he determines (in
accordance with regulations) that there was good cause for the failure
by the State to file such claim within the period prescribed under sub-
section (a).! Any such waiver shall be only for such additional period
of time as may be necessary to provide the State with a reasonable
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* opportunity to file such claim. A failure to file a claim within such
time period which is attributable to neglect or administrative inade-
quacies shall be deemed not to be for good cause.,

Applicants or Recipients Under Public Assistance Programs
Not To Be Required To Make Election Respecting Certain
Veterans' Benefits

Sec. 1133. (ta) Notwithstanding any other provision of law (but
subject to subs action (b)). no individual who is an applicant for or
recipient of aid or assistance under a State plan approved under title I.
X, XIV. or XVI. or part k of title IV, or of benefits under the Sup-
pleknental Security Income program established by title XVI shall-

(1) be required. as a condition of eligibility for (or of con-
t inning to receive) such aid. assistance, or benefits. to make an elec-
tion under section 306 of the Veterans' and Survivori' Pension In-
l)rov'ement .Act of 1978 with respect. to pension paid by the
Veteran$ AdmWinist rat ion, or

(2) by reason of failure or refusal to make such an election. be
denied (or suffer a reduction in the amount of) such aid. assist-
ance. or benefits.

(b) The provisions of subsection (a) shall be applicalble only with
O rept to an individual. who is an applicant for or recipient of aid. as-
sistance, or benefits described in subsection (a). during a period with
respect to which there is ill effect-

(1) in cas.e :-uch individual is an applicant for or recipient of
alid or assistance under a State plan referred to in sub.section (a).
in the State having such plan. or

(*) in ca*e such individual is an applicant for or recipient of

IeAIefits uiider the Supplemental Security Income program estab-
lislied iby title XVI. in the State in which the individual applies
for (n' receive's such benefits.

a State llan for medical assistance. approved under title XIX. under
wlhiclh inv,,dical assi:-tance is available to such individual only for pe-
id.- foi- which -.uch individual is a recipient of aid. assistance, or

l Ientefits de:-cribibl in subsection (a). 2

Part B-Professional Standards Review

Declaration of Purpose

See. 1151. In order to promote the effective, efficient, and economi-
cal delivery of health care services of proper quality for which pay-
ment may be made (in whole or in part) under this Act and in

I Sec. 1132 was added by %ee. "306 of P.1,. L.96-272.
: See. 1133 was added by see. :10 of P.L. tj6-272. See excerpt from P.L., 96-272 (sec. 310).
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recognition of the interests of patients, the public, practitioners, and
providers in improved health care services, it is the purpose of this
part to assure, through the application of suitable procedures of pro-
fessional standards review, that the services for which payment may
be made under the Social Security Act will conform to appropriate
professional standards for the provision of health care and that pay-
ment for such services will be made--

(1) only when, and to the extent, medically necessary, as
determined in the exercise of reasonable limits of professional
discretion; and

(2) in the case of services provided by a hospital or other
health care facility on an inpatient basis, only when and for such
period as such services cannot, consistent with professionally
recognized health care standards, effectively be provided on an
outpatient basis or more economically in an inpatient health care
facility of a different type, as determined in the exercise of rea-
sonable limits of professional discretion.

QALAOJIDNIO
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* Designation of Professional Standards Review Organizations

Sec. 1152. (a) The Secretary shall (1) not later than January 1,
1974, establish throughout the United States appropriate areas with
respect to which Professional Standards Review Organizations may
be designated, and (2) at the earliest practicable date after designation
of an area enter into an agreement with a qualified organization
whereby such an organization shall be conditionally designated as
the Professional Standards Review Organization for such area. If, on
the basis of its performance during such period of conditional desig-
nation, the Secretary determines that such organization is capable of
fulfilling, in a satisfactory manner, the obligations and requirements
for a Professional Standards Review Organization under this part,
he shall enter into an agreement with such organization designating
it as the Professional Standards Review Organization for such area.

(b) For purposes of subsection (a), the term "qualified organiza-
tion" means-

(1) when used in connection with any area-
(A) an organization (i) which is a nonprofit professional

association (or a component organization thereof), (ii) which
is composed of licensed doctors of medicine or osteopathy
engaged in the practice of medicine or surgery in such area,
(iii) the membership of whc'ch includes a substantial propor-
tion of all such physicians in such area, (iv) which is orga-
nized in a manner which makes available professional com-
petence to review health care services of the types and kinds
with respect to which Professional Standards Review Orga-
nizations have review responsibilities under this part, (v) the
membership of which is voluntary and open to all doctors of
medicine or osteopathy licensed to engage in the practice of
Medicine or surgery in such area without requirement of
membership in or payment of dues to any organized medical
society or association, and (vi) which does not restrict the
eligibility of any member for service as an officer of the Pro-
fessional Standards Review Organization or eligibility for
and assignment to duties of such Professional Standards Re-
view Organization, or, subject to subsection (c) (1),1

(B) such other public, nonprofit private, or other agency
or organization, which the Secretary determines, in accord-
ance with criteria prescribed by him in regulations, to be of
professional competence and otherwise suitable; and

(2) an organization which the Secretary, on the basis of his
examination and evaluation of a formal plan which shall be de-

W Subpaaaph (A) was amended by sec. 5(o) (1) of P.L. 95-1,2.
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veloped and submitted by the association, agency, or organization
in accordance with subsection (h) (as well as on the basis of other
relevant data and information), finds to be willing to per-
form and capable of performing, in an effective, timely, and
objective manner and at reasonable cost, the duties, functions, and
activities of a Professional Standards Review Organization re-
quired by or pursuant to this part.1

(c) (1) The Secretary shall not enter into any agreement under this
part under which there is designated as the Professional Standards
Review Organization for any area any organization other than an
organization referred to in subsection (b) (1) (A) prior to January
1, 1978, nor after such date, unless, in such area, there is no organiza-
tion referred to in subsection (b) (1) (A) which meets the conditions
specified in subsection (b) (2).2

(2) Whenever the Secretary shall have entered into an agreement
under this part under which there is designated as the Professional
Standards Review Organization for any area any organization other
than an organization referred to in subsection (b) (1) (A), he shall not
renew such agreements with such organization if he determines that-

(A) there is in such area an organization referred to in sub-
section (b) (1) (A) which (i) has not been previously designated
as a Professional Standards Review Organization, and (ii) is
willing to enter into an agreement under this part under which
such organization would be designated as the Professional Stand-
ards Review Organization for such area;

(B) such organization meets the conditions specified in sub-
section (b) (2) ; and

(C) the designation of such organization as the Professional
Standards Review Organization for such area is anticipated to
result in substantial improvement in the performance in such
area of the duties and functions required of such organizations
under this part.

(d) Any such agreement under this part with an organization
(other than an agreement established pursuant to section 1154) shall
be for a term of 12 months; except that, prior to the expiration of
such term such agreement may be terminated-

(1) by the organization at such time and upon such notice
to the Secretary as may be prescribed in regulations (except that
notice of more than 3 months may not be required) ; or

(2) by the Secretary at such time and upon such reasonable
notice to the organization as may be prescribed in regulations,

I Paragraph (2) was amended by see. 5(d) (2) (A) of P.L. 95-142.
2Date In subsection (c) (1) changed from "January 1. 1976" to "January 1. 1978" by

section 108(a) of Publie Law 94-182 subject to limitations specified In section 108(b)
of the same act, which is reprinted In this document on page 770.
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* but only after the Secretary has determined (after providing
such organization with an opportunity for a formal hearing on
the matter) that such organization is not substantially complying
with or effectively carrying out the provisions of such agreement.

(e) Where the Secretary finds a Professional Standards Review
Organization (whether designated on a conditional basis or other-
wise) to be competent to perform review responsibilities, the review,
certification, and similar activities otherwise required pursuant to pro-
visions of this Act (other than this part) shall not be applicable with
respect to those providers, suppliers, and practitioners being reviewed
by such Professional Standards Review Organization, except to the
extent specified by the Secretary. Nothing in the preceding sentence
shall be construed as rendering inapplicable any provision of this Act
wherein requirements with respect to conditions for eligibility to or
payment of benefits (as distinct from reviews and certifications made
with respect to determinations of the kind made pursuant to para-
graphs (1) and (2) of section 1155(a)) must be satisfied.

(f) (1) In the case of agreements entered into prior to January 1,
1978, under this part under which any organization is designated as
the Professional Standards Review Organization for any area, the
Secretary shall, prior to entering into any such agreement with any

Organization for any area, inform (under regulations of the secretary)
the doctors of medicine or osteopathy who are in active practice in
such area of the Secretary's intention to enter into such an agreement
with such organization.

(2) If, within a reasonable period of time following the serving of
such notice, more than 10 per centum of such doctors object to the
Secretary's entering into such an agreement with such organization
on the ground that such organization is not representative of doctors
in such area, the Secretary shall conduct a poll of such doctors to deter-
mine whether or not such organization is representative of such doctors
in such area. If more than 50 per centum of the doctors responding to
such poll indicate that such organization is not representative of such
doctors in such area the Secretary shall not enter into such an agree-
ment with such organization.

(g) (1) In any case in which the Secretary has established, within
a State, two or more appropriate areas with respect to which Profes-
sional Standards Review Organizations nmay be designated, he shall,
prior to designating a Professional Standards Review Organization
for any such area, conduct in each such area a poll in which the doc-
tors of medicine and doctors of osteopathy engaged in active practice
therein will be asked: "Do you support a change from the present local
and regional Professional Standards Review Organization area desig-

I SubsectionMe) was amended by see. 5(a) of P.L. 95-142.
2 Date in subsection (f) (1) changed from "January 1, 1976" to "January 1. 1978" bysection 108(a) of Public Law 94-182 subject to limitations specified In section 108(b)

of the same act, which Is reprinted in this document on page 770.
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nations to a single statewide area designation M. If, in each such area,
more than 50 per centum of the doctors responding to such question
respond in the affirmative, then the Secretary shall establish the entire
State as a single Professional Standards Review Organization area.

(2) The provisions of paragraph (1) shall not be applicable with
respect to the designation of Professional Standards Review Orga-
nization areas in any State, if, prior to the date of enactment of this
subsection, the Secretary has entered into an agreement (on a condi-
tional basis, or otherwise) with an organization designating it as the
Professional Standards Review Organization for any area in the
State.1

(h) (1) During the development and preparation by an organiza-
tion of its formal plan under subsection (b) (2) or of any modifica-
tion of such plan to include review of services in skilled nursing
facilities (as defined in section 1861 (j) ) or intermediate care facilities
(as defined in section 1905(c)) or review of ambulatory care services,
the organization shall consult with the single State agency responsible
for administering or supervising the administration of the State plan
approved under title XIX for the State in which the organization is
located.

(2) Such plan and any such modification shall be submitted to the
Governor of such State, at the time of its submission to the Secretary,
for his comments.

(3) The Secretary, before making the findings described in sub-
section (b) (2) or a finding regarding the organization's capability to
perform review of such services (as the case may be), shall consider
any such comments submitted to him by such Governor before the end
of the thirty-day period beginning on the date of submission of the
plan or of any such modification (as the case may be).

(4) If, after considering such comments, the Secretary intends to
make findings which are advcre to such comments, the Secretary shall
provide the Governor making such comments with the opportunity to
submit additional evidence and comments on such intended findings
during a period of not less than thirty days ending before the findings
became effective.'

Review Pending Designation of Professional Standards Review
Organization

See. 1153. Pending the assumption by a Professional Standards
Review Organization for any area, of full review responsibility, and
pending a demonstration of capacity for improved review effort with

I Subsection (g) was added by see. 105 of P.L. 94-182.
iSubseetlon (h) was added by sea. 5(d) (2) (B) of P.L. 95-142.
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* respect to matters involving the provision of health care services in
such area for which payment (in whole or in part) may be made, under
this Act, any review with respect to such services which has not been
designated by the Secretary as the full responsibility of such organiza-
tion, shall be reviewed in the manner otherwise provided for under
law.

Trial Period for Professional Standards Review Organizations

Sec. 1154. (a) The Secretary shall initially designate an organiza-
tion as a Professional Standards Review Organization for any area
on a conditional basis with a view to determining the capacity of such
organization to perform the duties and functions imposed under this
part on Professional Standards Review Organizations. Such designa-
tion may not be made prior to receipt from such organization and
approval by the Secretary of a formal plan for the orderly assump-
tion and imnplementation of the responsibilities of the Professional
Standards Review Organization under this part.

(b) During any such trial period (which may not exceed 48
months except as provided in subsection (c)), the Secretary may re-
quire a Professional bSndards Review Organization to perform, in
addition to review of health care services provided by or in institu-

"*• tions, only such of the duties and functions required under this part of
W Professional Standards Review Organization as lie determines such

organization to be capable of performing. The number and type of
such duties shall, during the trial period, be progressively increased
as the organization becomes capable of added responsibility so that,
by the end of such period, such organization shall be considered a
qualified organization only if the Secretary finds that it is sub-
stantially carrying out in a satisfactory manner, the activities and
functions required of Professional Standards Review Organizations
under this part with respect to the review of health care services pro-
vided by or in institutions (including ancillary services) and, in
addition, review of such other health care services as the Secretary
may require. Any of such duties and functions not performed by such
organization during such period shall be performed in the manner and
to the extent otherwise provided for under law."

(c) If the Secretary finds that an organization designated under
subsection (a) has been unable to perform satisfactorily all of the
duties and functions required under this part for reasons beyond the
organization's control, he may extend such organization's trial period
for an additional period not exceeding twenty-four months.'

I Subsection (b) was amended by see. 5(b) (1) of P.L. 95-142.
2 Subsection (c) was added (and the former subsection (c) was redesignated as sub-

section (d)) by sec. 5(b) (2) of P.. 9V5-142.
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(d) Any agreement under which any organization is conditionally
designated as the Professional Standards Review Organization for
any area may be terminated by such organization upon 90 days notice
to the Secretary or by the Secretary upon 90 days notice to such
organization.1

(e) In determining whether an organization designated on a con-
ditional basis as the Professional Standards Review Organization for
any area is substantially carrying out its duties in a satisfactory man-
ner and should be considered a qualified organization. the Secretary
shall follow the procedures specified in section 1152(h) (concerning
the Secretary's consideration of comments of the Governor of the
State in which the organization is located).2

Duties and Functions of Professional Standards Review
Organizations

See. 1155. (a) (1) Notwithstanding any other provision of law, but
consistent with the provisions of this part. it shall be the duty and
function of each Professional Standards Review Organization for
any area to assume, at the earliest date practicable, responsibility for
the review of the professional activities in such area of physicians
and other health care practitioners and institutional and noninstitu-
tional providers of health care services (except as provided in para-
graph (7)) in the provision of health care services and items for
which payment may be made (in whole or in part) under this Act for
the purpose of determining whether-

(A) such services and items are or were medically necessary;
(B) the quality of such services meets professionally recog-

nized standards of health care; and
(C) in case such services and items are proposed to be pro-

vided in a hospital or other health care facility on an inpatient
basis, such services and items could, consistent with the provision
of appropriate medical care, be effectively provided on an out-
patient basis or more economically in an inpatient heaithi care
facility of a different type.3

(2) Each Professional Standards Review Organization shall have
the authority to determine, in advance, in the case of-

(A) any elective admission to a hospital, or other health care
facility, or

(B) any other health care service which will consist of
extended or costly courses of treatment,

whether such service, if provided, or if provided by a particular health

I Former subsection (e) was redesignated as subsection (d) by see. 5(b) (2) of P.L
95-142.

2 Subsection (e) was added by see. 5(d) (2) (C) of P.L. 95-142.
3 Paragraph (1) was amended by see. 5(d) (3) (B) (1) and see. 5(o)(2) of P.L. 95-142.
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* care practitioner or by a particular hospital or other health care
facility, organization, or agency, would meet the criteria specified in
clauses (A) and (C) of paragraph (1).

(3) Each Professional Standards Review Organization shall, in
accordance with regulations of the Secretary, determine and publish,
from time to time, the types and kinds of cases (whether by type of
health care or diagnosis involved, or whether in terms of other rele-
vant criteria relating to the provision of health care services) with
respect to which such organization will, in order most effectively to
carry out the purposes of this part, exercise the authority conferred
upon it under paragraph (2).

(4) Each Professional Standards Review Organization shall be
responsible for the arranging for the maintenance of and the regular
review of profiles of care and services received and provided with
respect to patients, utilizing to the greatest extent practicable in such
patient profiles., methods of coding which will provide maximum con-
fidentiality as to patient identity and assure objective evaluation con-
sistent with the purposes of this part. Profiles shall also be regularly
reviewed on an ongoing basis with respect to each health care prac-
titioner and provider to determine whether the care and services
ordered or rendered are consistent with the criteria specified in clauses

S(A), (B) ,and (C) of paragraph (1).
(5) Physicians assigned responsibility for the review of hospital

care may be only those having active hospital staff privileges in at
least one of the participating hospitals in the area served by the Pro-
fessional Standards Review Organization.1

(6) No pl..sician shall be permitted to review-
(A) health care services provided to a patient if he was di-

rectly responsible for providing such services, or
(B) health care services provided in or by an institution, or-

ganization, or agency, if he or any member of his family has,
directly or indirectly, a significant financial interest in such
institution, organization, or agency.

For purposes of this paragraph, a physician's family includes only his
spouse (other than a spouse who is legally separated from him under
a decree of divorce or separate maintenan..e), children (including
legally adopted children), grandchildren, parents, and grandparents

(7) (A) Except as provided in subparagraph (B), a Professional
Standards Review Organization located in a State has the function
and duty to assume responsibility for the review under paragraph (1)
of professional activities in intermediate care facilities (as defined in
section 1905 (c)) and in public institutions for the mentally retarded. 1 Paragraph (5) was amended by see. 5(p) of P.L. 95-142.

2Paragraph (6) was amended by se 5(c) (1) (A) and (B) of P.L. 95-142.
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(described in section 1905(d) (1)) only if (i) the Secretary finds, on
the basis of such documentation as he may require from the State, that
the single State agency which administers or supervises the adminis-
tration of the State plan approved under title XIX for that State is
not performing effective review of the quality and necessity of health
care services provided in such facilities and institutions, or (ii) the
State requests such organization to assume such responsibility.

(B) A Professional Standards Review Organization located in
a State has the function and duty to assume responsibility for the
review under paragraph (1) of professional activities in intermediate
care facilities in the State that are also skilled nursing facilities (as
defined in section 1861(j)), to the extent that the Secretary finds
that the performance of such function by the single State agency
(described in subparagraph (A)) for that State is inefficient."

(b) To the extent necessary or appropriate for the proper perform-
ance of its duties and functions, the Professional Standards Revicw
Organization serving any area is authorized in accordance with regu-
lations prescribed by the Secretary to-

(1) make arrangements to utilize the services of persons who
are practitioners of or specialists in the various areas of medicine
(including dentistry), or other types of health care, which persons
shall, to the maximum extent practicable, be individuals engaged
in the practice of their profession within the area served by such
organization;

(2) undertake such professional inquiry either before or after,
or both before and after, the provision of services with respect to
which such organization has a responsibility for review under
subsection (a) (1) ;

(3) examine the pertinent records of any practitioner or pro-
vider of health care services providing services with respect to
which such organization has a responsibility for review under
subsection (a) (1) ; and

(4) inspect the facilities in which care is rendered or services
provided (which are located in such area) of any practitioner or
provider.

(c) No Professional Standards Review Organization shall utilize
the services of any individual who is not a duly licensed doctor of
medicine or osteopathy to make final determinations in accordance
with its duties and functions under this part with respect to the pro-
fessional conduct of any other duly licensed doctor of medicine or
osteopathy, or any act performed by any duly licensed doctor of
medicine or osteopathy in the exercise of his profession.

SParagraph (7) was added by see. 5(d) (3) (11) of P.L 95-142.
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* (d) In order to familiarize physicians with the review functions
and activities of Professional Standards Review Organizations and to
promote acceptance of such functions and activities by physicians,
patients, and other persons, each Professional Standards Review
Organization, in carrying out its review responsibilities, shall (to
the maximum extent consistent with the effective and timely perform-
ance of its duties and functions)-

(1) encourage all physicians practicing their profession in the
area served by such Organization to participate as reviewers in
the review activities of such Organizations;

(2) provide rotating physician membership of review com-
mittees on an extensive and continuing basis;

(3) assure that membership on review committees have the
broadest representation feasible in terms of the various types of
practice in which physicians engage in the area served by such
Organization; and

(4) utilize, whenever appropriate, medical periodicals and sim-
ilar publications to publicize the functions and activities of Pro-
fessional Standards Review Organizations.

(e) (1) Each Professional Standards Review Organization shall
utilize the services of, and accept the findings of, the review com-

* mittees of a hospital (including any skilled nursing facility, as defined
in section 1861(j), or intermediate care facility, as defined in section
1905(c), which is also a part of such hospital) or other operating
health care facility or organization (other than such a skilled nursing
facility or intermediate care facility which is not a part of a hospital)
located in the areas served by such organization, but only when
and only to the extent and only for such time that such committees in
such hospital or other operating health care facility or organization
have demonstrated to the satisfaction of such organization their ca-
pacity effectively and in timely fashion to review activities in such
hospital or other operating health care facility or organization (in-
cluding the medical necessity of admissions, types and extent of
services ordered, and lengths of stay) so as to aid in accomplishing
the purposes and responsibilities described in subsection (a) (1), except
where the Secretary disapproves, for good cause, such acceptance.,

(2) The Secretary may prescribe regulations to carry out the pro-
visions of this subsection.

(f) (1) An agreement entered into under this part between the
Secretary and any organization under which such organization is
designated as the Professional Standards Review Organization for
any area shall provide that such organization will-

I Paragraph (1) was amended by see. 5(d) (3) (A) of P.L, 95-142.
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(A) perform such duties and functions and assume such re-
sponsibilities and comply with such other requirements as may
be required by this part or under regulations of the Secretary pro-
mulgated to carry out the provisions of this part; and

(B) collect such data relevant to its functions and such infor-
mation and keep and maintain such records in such form as
the Secretary may require to carry c at the purposes of this part
and to permit access to and use of any such records as the Secre-
tary may require for such purposes.

(2) Any such agreement with an organization under this part shall
provide that the Secretary make payments to such organization equal
to the amount of expenses reasonably and necessarily incurred, as
determined by the Secretary, by such organization in carrying out or
preparing to carry out the duties and functions required by such
agreement.

(3) Any such agreement with an organization under this part may
be in the form of a grant or an assistance agreement."

(g) (1) Where a Professional Standards Review Organization
(whether designated on a conditional basis or otherwise) requests
review responsibility with respect to services furnished in shared
health facilities, the Secretary must give priority to such request, with
the highest priority being assigned to requests from organizations
located in areas with substantial numbers of shared health facilties.

(2) The Secretary shall require any Professional Standards
Review Organization which is capable of exercising review responsi-
bility with respect to ambulatory care services to perform review
responsibility with respect to such services on and after a date not
earlier than the date the organization is designated as a Professional
Standards Review Organization (other than under section 1154) and
not later than two years after the (late the organization has been so
designated, but any such (lesignateI Professional Standards Review
Organization may be approved to perform such review responsibility
at any earlier time if such organization applies for, and is found
capable of exercising, such responsibility

Norms of Health Care Services for Various Illnesses or Health
Conditions

Sec. 1156. (a) Each Professional Standards Review Organization
shall apply professionally developed norms of care, diagnosis, and
treatment based upon typical patterns of practice in its regions (in-
cluding typical lengths-of-stay for institutional care by age and diag-

1Paragraph (3) was added by seam 5(e) (1) (C) of P.L. 95-142.
2 Subsection (g) was amended by see. 5(c) (1) (D) of P.L. 95-142.

338See 1155(f)



Revised April 1978

* nosis) as principal points of evaluation and review. The National
Professional Standards Review Council and the Secretary shall pro-
vide such technical assistance to the organization as will be helpful
in utilizing and applying such norms of care, diagnosis, and treatment.
Where the actual norms of care, diagnosis, and treatment in a Profes-
sional Standards Review Organization area are significantly different
from professionally developed regional norms of care, diagnosis, and
treatment approved for comparable conditions, the Professional
Standards Review Organization concerned shall be so informed, and
in the event that appropriate consultation and discussion indicate
reasonable basis for usage of other norms in the area concerned, the
Professional Standards Review Organization may apply such norms
in such area as are approved by the National Professional Standards
Review Council.

(b) Such norms with respect to treatment for particular illnesses
or health conditions shall include (in accordance with regulations of
the Secretary)-

(1) the types and extent of the health care services which,
taking into account differing, but acceptable, modes of treatment.
and methods of organizing and delivering care are considered
within the range of appropriate diagnosis and treatment of such
illness or health condition, consistent with professionally recog-

S nized and accepted patterns of care;
(2) the type of health care facility which is considered, con-

sistent with such standards, to be the type in which health care
services which are medically appropriate for such illness or condi-
tion can most economically be provided.

(c) (1) The National Professional Standards Review Council shall
provide for the preparation and distribution, to each Professional
Standards Review Organization and to each other agency or person
performing review functions with respect to the provision of health
care services uider this Act, of appropriate materials indicating the
"regional norms to be utilized pursuant to this part. Such data concern-
ing norms shall be reviewed and revised from time to time. The
approval of the National Professional Standards Review Council of
norms of care, diagnosis, and treatment shall be based on its analysis
of appropriate and adequate data.

(2) Each review organization, agency, or person referred to in
paragraph (1) shall utilize the norms developed under this section as
a principal point of evaluation and review for determining, with re-
spect to any health care services which have been or are proposed to be
provided, whether such care and services are consistent with the cri-

-r b, teria specified in section 1155 (a) (1).
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(d) (1) Each Professional Standards Review Organization shall-a
(A) in accordance with regulations of the Secretary, specify

the appropriate points in time after the admission of a patient for
inpatient care in a health care institution, at which the physician
attending such patient shall execute a certification stating that
further inpatient care in such institution will be medically neces-
sary effectively to meet the health care needs of such patient; and

(B) require that there be included in any such certification
with respect to any patient such information as may be necessary
to enable such organization properly to evaluate the medical
necessity of the further institutional health care recommended by
the physician executing such certification.

(2) The points in time at which any such certification will be
required (usually, not later than the 50th percentile of lengths-of-stay
for patients in similar age groups with similar diagnosis) shall be
consistent with and based on professionally developed norms of care
and treatment and data developed with respect to length of stay in
health care institutions of patients having various illnesses, injuries,
or health conditions, and requiring various types of health care serv-
ices or procedures.

Submission of Reports by Professional Standards Review
Organizations

Sec. 1157. If, in discharging its duties and functions under this
part, any Professional Standards Review Organization determines
that any health care practitioner or any hospital, or other health care
facility, agency, or organization has violated any of the obligations
imposed by section 1160, such organization shall report the matter to
the Statewide Professional Standards Review Council for the State in
which such organization is located together with the recommendations
of such Organization as to the action which should be taken with
respect to the matter. Any Statewide Professional Standards Review
Council receiving any such report and recommendation shall review
the same and promptly transmit such report and recommendation to
the Secretary together with any additional comments or recommenda-
tions thereon as it deems appropriate."

Requirement of Review Approval as Condition of Payment of
Claims

Sec. 1158. (a) Except as provided for in section 1159 and subsection
(d), no Federal funds appropriated under any title of this Act (other
than title V) for the provision of health care services or items shall be

1 Section 1157 was amended by sec. 13(b) (4) of P.L. 95-142.

340Se.1156(d)



Revised April 19738

used (directly or indirectly) for the payment, under such title or any
program established pursuant thereto, of any claim for the provision
of such services or items, unless the Secretary, pursuant to regulation
determines that the claimant is without fault if-

(1) the provision of such services or items is subject to review
under this part by any Professional Standards Review Organiza-
tion, or other agency; and

(2) such organization or other agency has, in the proper exer-
cise of its duties and functions under or consistent with the pur-
poses of this part, disapproved of the services or items giving
rise to such claim, and has notified the practitioner or provider
who provided or proposed to provide such services or items and
the individual who would receive or was proposed to receive such
services or items of its disapproval of the provision of such serv-
ices or items.'

(b) Whenever any Professional Standards Review Organization,
in the discharge of its duties and functions as specified by or pursuant
to this part, disapproves of any health care services or items furnished
or to be furnished by any practitioner or provider, such organiza-
tion shall, after notifying the practitioner, provider, or other organi-
zation or agency of its disapproval in accordance with subsection (a),

O promptly notify the agency or organization having responsibility for
acting upon claims for payment for or on account of such services or
items.

(c) Where a Professional Standards Review Organization
(whether designated on a conditional basis or otherwise) has been
found competent by the Secretary to assume review responsibility with
respect to specified types of health care services or specified providers
or practitioners of-such services and is performing such reviews, deter-
minations made pursuaiit to paragraphs (1) and (2) of section 1155
(a) in connection with such reviews shall con itute the conclusive
determination on those issues (subject to sections 1159, 1171 (a) (1),
and 1171 (d) (3)) for purposes of payment under this Act, and no
reviews with respect to those determinations shall be conducted, for
purposes of payment, by agencies and organizations which are parties
to agreements entered into by the Secretary pursuant to section 1816,
carriers which are parties to contracts entered into by the Secretary
pursuant to section 1842, or single State agencies administering or
supervising the administration of State plans approved under title
XIX.2

(d) In any case in which a Professional Standards Review Orga-
nization disapproves (under subsection (a)) of inpatient hospital. 1 Subsection (a) was amended by see. 22(a) (1) of P.L. 95-142.

'Subsection (c) was added by mee. 5(d) (1) of P.L, 95-142.
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services or posthospital extended care services, payment may be made
for such services furnished before the second day after the day on
which the provider received notice of such disapproval, or, if such
organization determines that more time is required in order to arrange
postdischarge care, payment may be made for such services furnished
before the fourth day after the day on which the provider received
notice of such disapproval.'

Hearings and Review by Secretary

Sec. 1159. (a) Any beneficiary or recipient who is entitled to ben-
efits under this Act (other than title V) or a provider or practitioner
who is dissatisfied with a determination with respect to a claim made
by a Professional Standards Review Organization in carrying out its
responsibilities for the review of professional activities in accordance
with paragraphs (1) and (2) of section 1155(a) shall, after being
notified of such determination, be entitled to a reconsideration thereof
by the Professional Standards Review Organization and, where the
Professional Standards Review Organization reaffirms such deter-
mination in a State which has established a Statewide Professional
Standards Review Council, and where the matter in controversy is
$100 or more, such determination shall be reviewed by professional
members of such Council and, if the Council so determines, revised.

(b) Where the determination of the Statewide Professional Stand-
ards Review Council is adverse to the beneficiary or recipient (or, in
the absence of such Council in a State and where the matter in con-
troversy is $100 or more), such beneficiary or recipient shall be entitled
to a hearing thereon by the Secretary to the same extent as is provided
in section 205(b), and, where the amount in controversy is $1,000 or
more, to judicial review of the Secretary's final decision after such
bearing as is provided in section 205(g). The Secretary will render a
decision only after appropriate professional consultation on the
matter.

(c) Any review or appeals provided under this section shall be in
lieu of any review, hearing, or appeal under this Act with respect to
the same issue.

Obligations of Health Care Practitioners and Providers of Health
Care Services; Sanctions and Penalties; Hearings and Review

Sec. 1160. (a) (1) It shall be the obligation of any health care
practitioner and any other person (including a hospital or other
health care facility, organization, or agency) who provides health
care services for which payment may be made (in whole or in part)
under this Act, to assure that services or items ordered or provided by

" Subsecton (d) was added by am. 22(a) (2) of P.U.. 95-142.
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such practitioner or person to beneficiaries and recipients under this
Act-.

(A) will be provided only when, and to the extent, medically
necessary; and

(B) will be of a quality which meets professionally recognized
standards of health care; and

(C) will be supported by evidence of such medical necessity
and quality in such form and fashion and at such time as may
reasonably be required by the Professional Standards Review
Organization in the exercise of its duties and responsibilities;

and it shall be the obligation of any health care practitioner in order-
ing, authorizing, directing, or arranging for the provision by any
other person (including a hospital or other health care facility, organi-
zation, or agency), of health care services for any patient of such prac-
titioner, to exercise his professional responsibility with a view to
assuring (to the extent of his influence or control over such patient,
such person, or the provision of such services) that such services or
items will be provided-

(D) only when, and to the extent, medically necessary; and
(E) will be of a quality which meets professionally recognized

standards of health care.
* (2) Each health care practitioner, and each hospital or other pro-

vider of health care services, shall have an obligation, within reason-
able limits of professional discretion, not to take any action, in the
exercise of his profession (in the case of any health care practitioner),
or in the conduct of its business (in the case of any hospital or other
such provider), which would authorize any individual to be admitted
as an inpatient in or to continue as an inpatient in any hospital or other
health care facility unless-

(A) inpatient care is determined by such practitioner and by
such hospital or other provider, consistent with professionally
recognized health care standards, to be medically necessary for
the proper care of such individual; and

(B) (i) the inpatient care required by such individual can.
not, consistent with such standards, be provided more econon'-
cally in a health care facility of a different type; or

(ii) (in the case of a patient who requires care which can,
consistent with such standards, be provided more economically
in a health care facility of a different type) there is, in the area
in which such individual is located, no such facility or no such
facility which is available to provide care to such individual at
the time when care is needed by him.

* (b) (1) If after reasonable notice and opportunity for discussion
with the health care practitioner or hospital, cr other health care

FA Sec. 1160(b)
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facility, agency, or organization concerned, any Professional Stand-
ards Review Organization submits a report and recommendations to
the Secretary pursuant to se-:tion 1157 (which report and recom-
mendations shall be submitted through the Statewide Professional
Standards Review Council, if such Council has been established, which
shall promptly transmit such report and recommendations together
with any additional comments and recommendations thereon as it
deems appropriate) and if the Secretary determines that such health
care practitioner or hospital, or other health care facility, agency, or
organization, in providing health care services over which such orga-
nization has review responsibility and for which payment (in whole
or in part) may be made under this Act has-

(A) by failing, in a substantial number of cases, substantially
to comply with any obligation imposed on him under subsection
(a), or

(B) by grossly and flagrantly violating any such obligation
in one or more instances,

demonstrated an unwillingness or a lack of ability substantially to
comply with such obligations, he (in addition to any other sanction
provided under law) may exclude (permanently or for such period
as the Secretary may prescribe) such health care practitioner or
hospital, or other health care facility, agency, or organization from ,
eligibility to provide such services on a reimbursable basis.1

(2) A determination made by the Secretary under this subsection
shall be effective at such time and upon such reasonable notice to the
public and to the person furnishing the services involved as may be
specified in regulations. Such determination shall be effective with
respect to services furnished to an individual on or after the effective
date of such determination (except that in the case of institutional
health care services such determination shall be effective in the manner
provided in title XVIII with respect to terminations of provider
agreements), and shall remain in effect until the Secretary finds and
gives reasonable notice to the public that the basis for such determina-
tion has been removed and that there is reasonable assurance that it
will not recur.

(3) In lieu of the sanction authorized by paragraph (1), the Secre-
tary may require that (as a condition to the continued eligibility of
such practitioner or provider to provide such health care services on
a reimbursable basis) such practitioner or provider pay to the United
States, in case such acts or conduct involved the provision or ordering
by such practitioner or provider of health care services which were
medically improper or unnecessary, an amount not in excess of the

1Paragraph (1) was amended by secs. 5(e) and 5(o) (3) of P.L. 95-142. 0
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* actual or estimated cost of the medically improper or unnecessary serv-
ices so provided, or (if less) $5,000. Such amount may be deducted
from any sums owing by the United States (or any instrumentality
thereof) to the person from whom such amount is claimed.

(4) Any person furnishing services described in paragraph (1)
who is dissatisfied with a determination made by the Secretary under
this subsection shall be entitled to reasonable notice and opportunity
for a hearing thereon by the Secretary to the same extent as is pro-
vided in section 205 (b), and to judicial review of the Secretary's final
decision after such hearing as is provided in section 205(g).

(c) It shall be the duty of each Professional Standards Review
Organization and each Statewide Professional Standards Review
Council to use such authority or influence it may possess as a profes-
sional organization, and to enlist the support of any other professional
or governmental organization having influence or authority over
health care practitioners and any other person (including a hospital
or other health care facility, organization, or agency) providing health
care services in the area served by such review organization, in assur-
ing that each practitioner or provider (referred to in subsection (a))
providing health care services in such area shall comply with all obli-
gations imposed on him under subsection (a).

Notice to Practitioner or Provider

Sec. 1161. Whenever any Professional Standards Review Organi-
zation takes any action or makes any determination-

(a) which denies any request, by a health care practitioner or
other provider of health care services, for approval of a health
care service or item proposed to be ordered or provided by such
practitioner or provider; or

(b) that any such practitioner or provider has violated any
obligation imposed on such practitioner or provider under section
1160,

such organization shall, immediately after taking such action or mak-
ing such determination, give notice to such practitioner or provider of
such determination and the basis therefor, and shall provide him with
appropriate opportunity for discussion and review of the matter.

Statewide Professional Standards Review Councils; Advisory
Groups to Such Councils

Sec. 1162. (a) In any State in which there are located three or more
Professional Standards Review Organizations, the Secretary shall
establish a Statewide Professional Standards Review Council.

* (b) The membership of any such Council for any State shall be
appointed by the Secretary and shall consist of-
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(1) one representative from and designated by each Profes-
sional Standards Review Organization in the State;

(2) four physicians, two of whom may be designated by the
State medical society and two of whom may be designated by the
State hospital association of such State to serve as members on
such Council; and

(3) four persons knowledgeable in health care from such State
whom the Secretary shall have selected as representatives of the
public in such State (at least two of whom shall have been recom-
mended for membership on the Council by the Governor of such
State).

(c) It shall be the duty and function of the Statewide Professional
Standards Review Council for any State, in accordance with regula-
tions of the Secretary, (1) to coordinate the activities of, and dissemi-
nate information and data among the various Professional Standards
Review Organizations within such State including assisting the Secre-
tary in development of uniform data gathering prot odures and operat-
ing procedures applicable to the several areas in a State (including,
where appropriate, common data processing operations serving several
or all areas) to assure efficient operation and objective evaluation of
comparative performance of the several areas and, (2) to assist the
Secretary in evaluating the performance of each Professional Stand-
ards Review Organization, and (3) where the Secretary finds it nc-ces-
sary to replace a Professional Standards Review Organization, to
assist him in developing and arranging for a qualified replacement
Professional Standards Review Organization.

(d) The Secretary is authorized to enter into an agreement with
any such Council under which the Secretary shall make payments to
such Council equal to the amount of expenses reasonably and neces-
sarily incurred, as determined by the Secretary, by such Council in
carrying out the duties and functions provided in this section.

(e) (1) The Statewide Professional Standards Reviewy Council for
any State (or in a State which does not have such Council, the Profes-
sional Standards Review Organizations in such State which have
agreements with the Secretary) shall be advised and assisted in carry-
ing out its functions by an advisory group (of not less than seven nor
more than eleven members) which shall be made up of representatives
of health care practitioners (other than physicians) and hospitals and
other health care facilities which provide within the State health care
services for which payment (in whole or in part) may be made under
any program established by or pursuant to this Act.

(2) The Secretary shall by regulations provide the manner in which
members of such advisory group shall be selected by the Statewide
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* Professional Standards Review Council (or Professional Standards
Review Organizations in States without such Councils).

(3) The expenses reasonably and necessarily incurred, as deter-
mined by the Secretary, by such group in carrying out its duties and
functions under this subsection shall be considered to be expenses nec-
essarily incurred by the Statewide Professional Standards Review
Council served by such group.

National Professional Standards Review Council

See. 1163. (a) (1) There shall be established a National Professional
Standards Review Council (hereinafter in this section referred to
as the "Council") which shall consist of eleven physicians, not other-
wise in the employ of the United States, appointed by the Secretary
without regard to the provisions of title 5, United States Code, govern-
ing appointments in the competitive service.

(2) Members of the Council shall be appointed for a term of three
years, except that the Secretary may provide, in the case of any terms
scheduled to expire after January 1, 1978. for such shorter terms as
will ensure that (on a continuing basis) the terms of no more than
four members expire in any year. Members of the Council shall be
eligible for reappointment.'

(3) The Secretary shall from time to time designate one of the
members of the Council to serve as Chairman thereof.

(b) Members of the Council shall consist of physicians of recog-
nized standing and distinction in the appraisal of medical practice.
A majority of such members shall be physicians who have been recom-
mended by the Secretary to serve on the Council by national orga-
nizations recognized by the Secretary as representing practicing
physicians. The membership of the Council shall include physicians
who have been recommended for membership on the Council by con-
sumer groups and other health care interests.

(c) The Council is authorized to utilize, and the Secretary shall make
available, or arrange for, such technical and professional consulta-
tive assistance as may be required to carry out its functions, and the
Secretary shall, in addition, make available to the Council such secre-
tarial, clerical and other assistance and such pertinent data prepared
by, for, or otherwise available to, the Department of Health, Educa-
tion, and Welfare as the Council may require to carry out its functions.

(d) Members of the Council, while serving on business of the Coun-
cil, shall be entitled to receive compensation at a rate fixed by the
Secretary (but not in excess of the daily rate paid under GS-18 of
the General Schedule under section 5332 of title 5, United States. x Paragraph (2) was amended by see. 5(f) of P.L. 95-142.
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Code), including travel time; and while so serving away from their
homes or regular places of business, they may be allowed travel ex-
penses, including per diem in lieu of subsistence, as authorized by
section 5703 of title 5, United States Code, for persons in Government
service employed intermittently.

(e) It shall be the duty of the Council to-
(1) advise the Secretaiy in the administration of this part;
(2) provide for the development and distribution, among

Statewide Professional Standards Review Councils and Profes-
sional Standards Review Organizations of information and data
which will assist such review councils and organizations mi carry-
ing out their duties and functions;

(3) review the operations of Statewide Professional Standards
Review Councils and Professional Standards Review Organiza-
tions with a view to determining the effectiveness and compara-
tive performance of such review councils and organizations in
carrying out the purposes of this part; and

(4) make or arrange for the making of studies and investiga-
tions with a view to developing and recommending to the Secre-
tary and to the Congress measures designed more effectively to
accomplish the purposes and objectives of this part.

(f) [Repealed]'

Application of This Part to Certain State Programs Receiving
Federal Financial Assistance

Sec. 1164. (a) In addition to the requirements imposed by law as a
condition of approval of a State plan approved under any title of
this Act under which health care services are paid for in whole or
part, with Federal funds, there is hereby imposed the requirement
that provisions of this part shall apply to the operation of such plan
or program..

(b) The requirement imposed by subsection (a) with respect to
such State plans approved under this Act shall apply-

(1) in the case of any such plan where legislative action by
the State legislature is not necessary to meet such requirement, on
and after January 1, 1974; and

(2) in the case ef any such plan where legislative action by the
State legislature is necessary to meet such requirement, which-
ever of the following is earlier-

(A) on and after July 1, 1974, or
(B) on and after the first day of the calendar month which

first commences more than ninety days after the close of the
first regular session of the legislature of such State which
begins after December 31, 1973.

1 Subiectton (f) was repealed by see. 5(g) of P.A. 95-142.
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* Correlation of Functions Between Professional Standards Re-
view Organizations and Administrative Instrumentalities

Sec. 1165. The Secretary shall by regulations provide for such cor-
relation of activities, such interchange of data and information, and
such other cooperation consistent with economical, efficient, coordi-
nated, and comprehensive implementation of this part (including, but
not limited to, usage of existing mechanical and other data-gathering
capacity) between and among--

(a) (1) agencies and organizations which are parties to agree-
ments entered i'ito pursuant to section 1816, (2) carriers which
are parties to contracts entered into pursuant to section 1842,
and (3) any other public or private agency (other than a Profes-
sional Standards R, view Organization) having review or con-
trol functions, or proved relevant data-gathering procedures and
experience, and

(b) Professional Standards Review Organizations, as may be
necessary or appropriate for the effective administration of title
XVIII, or State plans approved under this Act.

Prohibition Against Disclosure of Information'

Sec. 1166. (a) Any data or information acquired by any Profes-
sional Standards Review Organization, in the exercise of its duties
and functions, shall be held in confidence and shall not be disclosed
to any person except (1) to the extent that may be necessary to carry
out the purposes of this part, (2) in such cases and under such cir-
cumstances as the Secretary shall by regulations provide to assure
adequate protection of the rights and interests of patients, health
care practitioners, or providers of health care, or (3) in accordance
with subsection (b).

(b) A Professional Standards Review Organization shall provide.
in accordance with procedures established by the Secretary, data and
information-

(1) to assist Federal and State agencies recognized by the
Secretary as having responsibility for identifying and investi-
gating cases or patterns of fraud or abuse, which data and
information shall be provided by such organization to such
agencies at the request of such agencies at the discretion of such
Organization on the basis of its findings with respect to evidence
of fraud or abuse; and

(2) to assist the Secretary. and such Federal and State agen-
ties recognized by the Secretary as having health planning orS Section 1166 was amended by sec. 5(h) of P.1. 95-142.

£_ 6 - So- .
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related responsibilities under Federal or State law (including
health systems agencies and State health planning and develop-
ment agencies), in carrying out appropriate health care plan-
ning and related activities, which data and information shall be
provided in such format and manner as may be prescribed by the
Secretary or agreed upon by the responsible Federal and State
agencies and such Organization, and shall be in the form of
aggregate statistical data (without identifying any individual)
on a geographic. institutional, or other basis reflecting the vol-
ume and frequency of services furnished, as well as the demo-
graphic characteristics of the population subject to review by
such Organization.

The penalty provided in subsection (c) shall not apply to the disclo-
sure of any data and information received under this subsection.
except that such penalty shall apply to the disclosure (by the agency
receiving such data and information) of any such data and informa-
tion described in paragraph (1) unless such disclosure is made in a
judicial, administrative, or other formal legal proceeding resulting
from an investigation conducted by the agency receiving the data and
information.

(c) It shall be unlawful for any person to disclose any such infor-
mation other than for such purposes, and any person violating the
provisions of this section shall, upon conviction, be fined not more
than $1,000, and imprisoned for not more than six months, or both,
together with the costs of prosecution.

(d) No patient record in the possession of a Professional Stand-
ards Review Organization, a Statewide Professional Standards
Review Council, or the National Professional Standards Review
Council shall be subject to subpena or discovery proceedings in a civil
action.

Limitation on Liability for Persons Providing Information, and
for Members and Employees of Professional Standards Review
Organizations and Statewide Professional Standards Review
Councils, and for Health Care Practitioners and Providers'

Sec. 1167. (a) Notwithstanding any other provision of law, no
person providing information to any Professional Standards Review
Organization or to any Statewide Professional Standards Review
Council shall be held, by reason of having provided such informa-
tion, to have violated any criminal law, or to be civilly liable under
any law, of the United States or of any State (or political subdivision
thereof) unless-

& Section 1167 was amended by aec. 5 (n) of P.L. 95-142.
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(1) such information is unrelated to the performance of the
duties and functions of such Organization or such Council, or

(2) such information is false and the person providing such
information knew, or had reason to believe, that such information
was false.

(b) (1) No individual who, as a member or employee of any Pro-
fessional Standards Review Organization or of any Statewide Pro-
fessional Standards Review Council or who furnishes professional
counsel or services to such organization or council shall be held by
reason of the performance by him of any duty, function, or activity
authorized or required of Professional Standards Review Organiza-
tions or of Statewide Professional Standards Review Councils under
this part, to have violated any criminal law, or to be civilly liable
under any law, of the United States or of any State (or political sub-
division thereof) provided he has exercised due care.

(2) The provisions of paragraph (1) shall not apply with respect
to any action taken by any individual if such individual, in taking
such action, was motivated by malice toward any person affected by
such action.

(c) No doctor of medicine or osteopathy and no provider (includ-
ing directors, trustees, employees, or officials thereof) of health care

* services shal) be civilly liable to any person under any law of the
United States or of any State (or political subdivision thereof) on
account of any action taken by him in compliance with or reliance
upon professionally developed norms of care and treatment applied
by a Professional Standards Review Organization (which has been
designated in accordance with section 1152(b) (1) (A)) operating in
the area where such doctor of medicine or osteopathy or provider took
such action but only if-

(1) he takes such action (in the case of a health care practi-
tioner) in the exercise of his profession as a doctor of medicine
or osteopathy (or in the case of a provider of health care services)
in the exercise of his functions as a provider of health care serv-
ices, and

(2) he exercised due care in all professional conduct taken or
directed by him and reasonably related to, and resulting from,
the actions taken in compliance with or reliance upon such pro-
fessionally accepted norms of care and treatment.

(d) The Secretary shall make payment to a Professional Standards
Review Organization, whether conditionally designated or qualified,
or to any member or employee thereof, or to any person who furnishes
legal counsel or services to such organization, in an amount equal tothe reasonable amount of the expenses incurred, as determined by
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the Secretary, in connection with the defense of any suit, action, or
proceeding brought against such oganization. member, or employee
related to the performance of any duty or function of such organiza-
tion, member, or employee (as described in section 1155).1

Authorization for Use of Certain Funds to Administer the
Provisions of This Part

Sec. 1168. Expenses incurred in the administration of this part
shall be payable from-

(a) funds in the Federal Hospital Insurance Trust Fund;
(b) funds in the Federal Supplementary Medical Insurance

Trust Fund; and
(c) funds appropriated to carry out the health care provisions

of the several titles of this Act;
in such amounts from each of the sources of funds (referred to in sub-
sections (a), (b), and (c)) as the Secretary shall deem to be fair and
equitable after taking into consideration the costs attributable to the
administration of this part with respect to each of such plans and
programs. The Secretary shall make such transfers of moneys between
the funds, referred t, in clauses (a), (b) and (c) of the preceding
sentence, as may be appropriate to settle accounts between them in
cases where expenses properly payable from the funds described in
one such clause have been paid from funds described in another of
such clauses. The Secretary shall make payments to Professional
Standards Review Organizations (whether designated on a conditional
basis or otherwise) from funds described in the first sentence of this
section (without any requirement for the contribution of funds by
any State or political subdivision thereof) for expenses incurred in
the performance of duties by such Organizations.2

Technical Assistance to Organizations Desiring To Be Designated
as Professional Standards Review Organizations

See. 1169. The Secretary is authorized to provide all necessary
technical and other assistance (including the preparation of prototype
plans of organization and operation) to organizations described in
section 1152(b) (1) which-

(a) express a desire to be designated as a Professional Stand-
ards Review Organization; and

(b) the Secretary determines have a potential for meeting the
requirements of a Professional Standards Review Organization;

to assist such organizations in developing a proper plan to be sub-

I Subsection (d) was added by see. 5(1) of P.L. 95-142.
2 See. 1168 was amended by swc. 112 of P.L. 94-182 and by see. 5(J) of P.L. 95-142.
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* mitted to the Secretary and otherwise in preparing to meet the require-
ments of this part for designation as a Professional Standards Review
Organization.

Exemptions of Christian Science Sanatoriums

Sec. 1170. The provisions of this part shall not apply with respect
to a Christian Science sanatorium operated, or listed and certified, by
the First Church of Christ, Scientist, Boston, Massachusetts.

Memorandums of Understanding; Federal-State Relations
Generally 1

Sec. 1171. (a) (1) Except as provided in paragraph (2), no deter-
ruination made by a Professional Standards Review Organization
pursuant to paragraphs (1) and (2) of section 1155(a) in connection
with reviews shall constitute conclusive determinations under section
1158(c) for purposes of payment under title XIX, unless such orga-
nization has entered into a memorandum of understanding, approved
by the Secretary, with the single State agency responsible for admin-
istering or supervising the administration of the State plan approved
under title XIX for the State in which the organization is located

* (hereinafter in this section referred to as the "State agency") for the
purpose of delineating the relationship between the organization and
the State agency and of providing for the exchange of data or infor-
mation, and for administrative procedures, coordination mechanisms,
and modification of the memorandum at any time that additional
responsibility for review by the organization is authorized by the
Secretary.

(2) The requirement of paragraph (1) may be waived by the
Secretary if (A) the State agency indicates to the Secretary that it
does not wish to enter into a memorandum of understanding with the
organization involved, or (B) the Secretary finds that the State agency
has refused to negotiate in good faith or in a timely manner with the
organization involved.

(b) (1) The State agency may request a Professional Standards
Review Organization which is entering into such a memorandum of
understanding with the agency to include in the memorandum a
specification of review goals or methods (additional to any such goals
or methods contained in the organization's formal plan) for the per-
formance of the organization's duties and functions under this part.

(2) If the agency and the organization cannot reach agreement re-

1 Section 1171 was added by sec. 5(d) (2) (D) of P.L. 95-142.
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garding the inclusion of any such requested specification, the Secre-
tary shall review such specification and shall require that the specifi-
cation be included in the memorandum to the extent that the Secretary
determines that such specification of goals or methods (A) is con-
sistent with the functions of the organization under this part and with
the provisions of title XIX and the State's plan approved under such
title, and (B) does not seriously impact on the effectiveness and uni-
formity of the organization's review of health care services paid for
under title XVIII and title XIX of this Act.

(c) Notwithstanding any other provision of this Act, the State
agency may contract with any Professional Standards Review Orga-
nization located in the State for the performance of review responsi-
bilities in addition to those performed pursuant to this part (and the
cost of performance of such additional responsibilities is reiniburs-
able as an expense of the State agency under section 1903(a)) if-

(1) the State agency formally requests the performance of
such additional responsibilities, and

(2) the performance of such additional responsibilities is not
inconsistent with this part and is provided for in an amendment
to the State's plan which is approved by the Secretary under
title XIX.

(d) (1) Each State agency may monitor the performance of review
responsibilities by Professional Standards Review Organizations
located within the State, in accordance with a State monitoring plan
which is developed after review and comment by such organizations
and is approved by the Secretary. The costs of activities of the State
agency under and in accordance with such plan are reimbursable as
an expense of the State agency under section 1903(a).

(2) A monitoring plan developed and approved under paragraph
(1) may include a specification of performance criteria for judging
the effectiveness of the review performance of the Professional Stand-
ards Review Organizations. If the State agency and the Professional
Standards Review Organizations cannot reach agreement regarding
such criteria, the Secretary shall assist the agency and organizations
in resolving the matters in dispute.

(3) (A) Whenever a State agency monitoring the performance of
review responsibilities by a Professional Standards Review Organiza-
tion under a plan developed and approved under paragraph (1) sub-
mits to the Secretary reasonable documentation that the review deter-
minations of such organization have caused an unreasonable and detri-
mental impact on total State expenditures under title XIX and on
the appropriateness of care received by individuals under the State's
plan approved under such title, and requests the Secretary to act, the
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Secretary shall, within thirty days from the date of receipt of the docu-
nmentation, make a determination as to the reasonableness of the allega-
tion by the State agency. If the Secretary determines that the review
determinations of such organization have caused an unreasonable and
detrimental impact on total State expenditures under title XIX and
on the appropriateness of care received by individuals under the State's
plan approved under such title, unless the Secretary determines that
the organization has taken appropriate corrective action, he shall
immediately suspend such organization's authority in whole or in part
under section 1158(c) to make conclusive determinations for purposes
of payment under title XIX (and he may suspend such authority for
purposes of payment under title XVIII) until he (i) reevaluates such
organization's performance of the responsibilities involved and deter-
mines that such performance does not have such unreasonable and
detrimental impact, or (ii) determines that the organization has taken
appropriate corrective action. Any determination made by the Secre-
tary under this subparagraph shall be final and shall not be subject to
judicial review.

(B) The Secretary shall notify the State agency submitting such
documentation, and the organization involved, in writing, of his deter-
mination, any subsequent actions taken, and the basis thereof, and shall
notify the appropriate committees of the United States House of Rep-
resentatives and the Senate of any such documentation submitted and
the actions taken.

(e) (1) The Secretary shall in a timely manner establish procedures
and mechanisms to govern his relationships with State agencies under
this part (specifically including his relationships with such agencies in
connection with their respective functions under the preceding provi-
sions of this section). Such mechanisms shall include periodic c~n-
sultation by the Secretary with Stat's agency representatives and
representatives of Professional Standards Review Organizations re-
garding relationships between such agencies and such organizations
(including the appropriate exchange of data and information between
such agencies and such organizations) and other problems of mutual
concern, and such procedures shall permit the State agency to be repre-
sented on any project assessments conducted by the Secretary with
respect to a Professional Standards Review Organization located
within its State.

(2) Each Professional Standards Review Organization shall pro-
vide to the State agency for the State in which it is located, upon
request, data or information which the Secretary requires such organi-
zations to report to him routinely on a periodic basis, and such other

__ data or information as the Secretary authorizes to be disclosed.
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Annual Reports,,

Sec. 1172. The Secretary shall submit to the Congress not later
than April 1, 197E, and not later than April I of each year thereafter,
a full and compk~te report on the administration, impact, and cost of
the program under this part during the preceding fiscal year, includ-
ing data and information on-

(1) the number, status (conditional or otherwise), and service
areas of, and review methodologies employed by, all Professional
Standards Review Organizations participating in the program;

(2) the number of health care institutions and practitioners
whose services are subject to review by Piofessional Standards
Review Organizations, and the number of beneficiaries and recip-
ients who received services subject to such review during such
year;

(3) The imposition of penalties and sanctions under this title
for violations of law and for failure to comply with the obliga-
tions imposed by this part;

(4) the total costs incurred under titles V, XI, XVIII, and
XIX of this Act in the implementation and operation of all pro-
cedures required by such titles for the review of services to deter-
mine their medical necessity, appropriateness of use, and quality;

(5) changes in utilization rates and patterns, and changes in
medical procedures and practices, attributable to the activities of
Professional Standards Review Organizations;

(6) the results of program evaluation activities, including the
operation of data collection systems and the status of Profes-
sional Standards Review Organization data policy and imple-
mentation;

(7) the extent to which Professional Standards Review Orga-
nizations are performing reviews of services for other govern-
mental or private health insuirnce programs; and

(8) recommendations for legislative changes.

Medical Officers in American Samoa, the Northern Mariana Is-
lands, and the Trust Territory of the Pacific Islands To Be In-
cluded in the Professional Standards Review Program 2

Sec. 1173. For purposes of applying this part (except sections
1155(c) and 1163) to American Samoa, the Northern Mariana Islands,
and the Trust Territory of the Pacific Islands, individuals licensed to
practice medicine in those places shall be considered to be physicians
and doctors of medicine.

I Section 1172 was added by see. 5(k) of P.L. 95-142.
2 Section 1173 was added by see. 5(1) (1) of P.L 95-142.
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TITLE XII-ADVANCES TO STATE UNEMPLOYMENT
FUNDS

pa"I

See. 1201. Advance to State Unemployment Funds ------------------- 347
See. 1202. Repayment by States of Advances to State Unemployment

Funds ------------------------------------------- 348
See. 120& Advances to Federal Unemployment Account ---------------- 348
See. 1204. Definition of Governor -------------------------------- 34

Advance to State Unemployment Funds 2

Section 1201. (a) (1) Advances shall be made to the States from
the Federal unemployment account in the Unemployment Trust
Fund as provided in this section, and shall be repayable, without in-
terest, in the manner provided in sections 901(d) (1), 903(b) (2), and
1202. An advance to a State for the payment of compensation in any
3-month period may be made if-

(A) the Governor of the State applies therefor no earlier than
the first day of the month preceding the first month of such 3-
month period, and

(B) he furnishes to the Secretary of Labor his estimate of the
amount of an advance which will be required by the State for
the payment of compensation in each month of such 3-month
period.

(2) In the case of any application for an advance under this sec-
tion to any State for any 3-month period, the Secretary of Labor
shall-

(A) determine the amount (if any) which he finds will be
required by such State for the payment of compensation in each
month of such 3-month period, and

(B) certify to the Secretary of the Treasury the amount (not
greater than the amount estimated by the Governor of the State)
determined under subparagraph (A).

The aggregate of the amounts certified by the Secretary of Labor
with respect to any 3-month period shall not exceed the amount
which the Secretary of the Treasury reports to the Secretary of
Labor is available in the Federal unemployment account for
advances with respect to each month of such 3-month period.

(3) For purposes of this subsection-
(A) an application for an advance shall be made on such forms,

and shall contain such information and data (fiscal and other-

'This table does nwt alipear in the law.
'Section 1201 was amended by section 213 of P.L. 94-566.
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Sec. 1201(a)

wise) concerning the operation and administration of the State
unemployment compensation law, as the Secretary of Labor
deems necessary or relevant to the performance of his duties
under this title,

(B) the amount required by any State for the payment of
compensation in any month shall be determined with due allow-
ance for contingencies and taking into account all other amounts
that will be available in the State's unemployment fund for the
payment of compensation in such month, and

(C) the term "compensation" means cash benefits payable to
individuals with respect to their unemployment, exclusive of ex-
penses of administration.

(b) The Secretary of the Treasury shall, prior to audit or settle-
ment by the General Accounting Office, transfer in monthly install-
ments from the Federal unemployment account to the account of the
State in the Unemployment Trust Fund the amount certified under
subsection (a) by the Secretary of Labor (but not exceeding that
portion of the balance in the Federal unemployment account at the
time of the transfer which is not restricted as to use pursuant to
section 903(b) (1)). The amount of any monthly installment so trans-
ferred shall not exceed the amount estimated by the State to be
required for the payment of compensation for the month with respect
to which such installment is made.

Repayment by States of Advances to State Unemployment Funds

Sec. 1202. The Governor of any State may at any time request that
funds be transferred from the account of such State to the Federal
unemployment account in repayment of part or all of that balance
of advances, made to such State under section 1201, specified in the
request. The Secretary of Labor shall certify to the Secretary of the
Treasury the amount and balance specified in the request; and the
Secretary of the Treasury shall promptly transfer such amount in
reduction of such balance.

Advances to Federal Unemployment Account

Sec. 1203. There are hereby authorized to be appropriated to the
Federal unemployment account, as repayable advances (without in-
terest), such suns as may be necessary to carry out ýhe purposes of
this title. Whenever, after the application of sections 901(f) (3) and
902(a) with respect to the excess in the employment security admin-
istration account as of the close of any fiscal year, there remains any
portion of such excess, so much of such remainder as does not exceed
the balance of advances made pursuant to this section shall be trans-
ferred to the general fund of the Treasury and shall be credited
against, and shall operate to reduce, such balance of advances
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Definition of Governor

See. 1204. When used in this title, the term "Governor" includes
the Commissioners of the District of Columbia.

TITLE XIII-RECONVERSION UNEMPLOYMENT
BENEFITS FOR SEAMEN

[This title was added by the 1946 Amendment; however, the
program provided by this title has expired.]



TITLE XIV-GRANTS TO STATES FOR AID TO THE
PERMANENTLY AND TOTALLY DISABLED I

Page 3

Sec. 1401. Appropriation ------------------------------------------- 351
See. 1402. State Plans for Aid to the Permanently and Totally Disabled__ 351
See. .1403. Payments to States -------------------------------------- 353
See. "1404. Operation of the State Plans ------------------------------ 358
See. 1405. Definition Gf Aid to the Permanently and Totally Disabled.-_- 358

Appropriation

Section 1401. For the purpose of enabling each State to furnish
financial assistance, as far as practicable under the Londitions in such
State, to needy individuals eighteen years of age and older who are
permanently and totally disabled and of encouraging each State, as
far as practicable under such conditions, to furnish rehabilitation
and other services to help such individuals attain or retain capability
for self-support or self-care, there is hereby authorized to be appro-

* priated for each fiscal year a sum sufficient to carry out the purposes
of this title. The sums made available under this section shall be used
for making payments to States which have submitted, and had ap-
proved by the Secretary of Health, Education, and Welfare, State
plans for aid to the permanently and totally disabled.

State Plans for Aid to the Permanently and Totally Disabled

See. 1402. (a) A State plan for aid to the permanently and totally
disabled must (1) except to the extent permitted by the Secretary
with respect to services, provide that it shall be in effect in all political
subdivisions of the State, and, if administered by them, be mandatory
upon them; (2) provide for financial participation by the State; (3)
either provide for the establishment or desigiLation of a single State
agency to administer the plan, or provide for the establishment or
designation of a single State agency to supervise the administration
of the plan; (4) provide (A) for granting an opportunity for a fair
hearing before the State agency to any individual whose claim for aid
to the permanently and totally disabled is denied or is not acted upon
with reasonable promptness, and (B) that if the State plan is admin-

• P.L. 92-603, see. 303, repealed title XIV effective January 1, 1974, but such repeal. does not apply to Puerto Rico, Guam, and the Virgin Islands.
'This table of contents does not appear In the law.
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istered in each of the political subdivisions of the State by a local
agency and such local agency provides a hearing ut which evidence
may be presented prior to a hearing before the State agency, such
local agency may put into effect immediately upon issuance its deci-
sion upon the matter considered at such hearing; (5) provide (A)
such methods of administration (including methods relating to the
establishment and maintenance of persomnel standards on a merit basis
except that the Secretary shall exercise no authority with respect to
the selection, tenure of office, and compensation of any individual em-
ployed in accordance with such methods) as are found by the Secre-
tary to be necessary for the proper and efficient operation of the plait,
and (B) for the training and effective use of paid subprofessional staff.
with particular emphasis on the full-time or part-time employment
of recipients and other persons of low income, as community service
aides, in the administration of the plan and for the use of nonpaid or
partially paid volunteers in a social service volunteer program in
providing services to applicants and recipients and in assisting any
advisory committees established by the State agency; (6) provide that
the State agency will make such reports, in such form and containing
such information, as the Secretary may from time to time require, and
comply with such provisions as the Secretary may from time to time
find necessary to assure the correctness and verification of such re-
ports; (7) provide that no aid will be furnished any individual under
the plan with respect to any period with respect to which he is receiv-
ing old-age assistance wider the State plan approved under section 2
of this Act, aid to families with dependent children under the State
plan approved under section 402 of this Act, or aid to the blind
under the State plan approved under section 1002 of this Act;
(8) provide that the State agency shall, in determining need, take into
consideration any other income and resources of an individual claim-
ing aid to the permanently and totally disabled, as well as any ex-
penses reasonably attributable to the earning of any such income;
except that, in making such determination, (A) the State agency
may disregard not more than $7.50 of any income, (B) of the first
$80 per month of additional income which is earned the State agency
may disregard not more than the first $20 thereof plus one-half of
the remainder, and (C) the State agency may, for a period not in
excess of 36 months, disregard such additional amounts of other in-
come and resources, in the case of an individual who has a plan for
achieving self-support approved by the State agency, as may be neces-
sary for the fulfillment of such plan, but only with respect to the part
or parts of such period during substantially all of which he is actually
undergoing vocational rehabilitation; (9) provide safeguards which
permit the use or disclosure of information concerning applicants or
recipients only (A) to public officials who require such information
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Sec. 1403(a)

* in connection with their official duties, or (B) to other persons for
purposes directly connected with the administration of the State
plan; (10) provide that all individuals wishing to make applica-
tion for aid to the permanently and totally disabled shall have oppor-
tunity to do so, and that aid to the permanently and totally disabled
shall be furnished with reasonable promptness to all eligible indi-
viduals; (11) effective July 1, 1953, provide, if the plan includes pay-
ments to individuals in private or public institutions, for the establish-
ment or designation of a State authority or authorities which shall be
responsible for establishing and maintaining standards for such in-
stitutions; and (12) provide a description of the services (if aniy)
which the State agency makes available (using whatever internal orga-
nizational arrangement it finds appropriate for this purpose) to appli-
cants for and recipients of aid to the permanently and totally disabled
to help them attain self-support or self-care, including a description
of the steps taken to assure, in the provision of such servicez, maxi-
mum utilization of other agencies providing similar or related
services.

(b) The Secretary shall approve any plan which fulfills the condi-
tions specified in subsection (a), except that he shall not approve any
plan which imposes, as a condition of eligibility for aid to the perma-

Snently and totally disabled under the plan-
(1) Any residence requirement which excludes any resident of

the State who has resided therein five years during the nine years
immediately preceding the application for aid to the permanently
and totally disabled and has resided therein continuously for one
year immediately preceding the application;

(2) Any citizenship requirement which excludes any citizen of
the United States.

At the option of the State, the plan may provide that manuals and
other policy issuances will be furnished to persons without charge for
the reasonable cost of such materials, but such provision shall not be
required by the Secretary as a condition for the approval of such plan
under this title.

Payments to States

See. 1403. (a) From the sums appropriated therefor, the Secretary
of the Treasury shall pay to each State which has an approved plan
for aid to the permanently and totally disabled, for each quarter, be-
ginning with the quarter commencing October 1, 1958-

(1) in the case of any State other than Puerto Rico, the Virgin
Islands, and Guam, an amount equal to the sum of the following
proportions of the total amounts expended during such quarter

* as aid to the permanently and totally disabled under the State
plan (including expenditures for premiums under part B of title
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XVIII for individuals who are recipients of money payments un-
der such plan and other insurance premiums for medical or any
other type of remedial care or the cost tiiereof)-

(A) 3 1/3 of such expenditures, not counting so much of
any expenditure with respect to any month as exceeds the
product of $37 multiplied by the total number of recipients of
aid to the permanently and totally disabled for such month
(which total number, for purposes of this subsection, means
(i) the number of individuals who received aid to the perma-
nently and totally disabled in the form of money payments
for such month, plus (ii) the number of other individuals
with respect to whom expenditures were made in such month
as aid to the permanently and totally disabled in the form of
medical or any other type of remedial care); plus

(B) the Federal percentage of the amount by which such
expenditures exceed the maximum which may be counted
under clause (A), not counting so much of any expenditure
with respect to any month as exceeds the product of $75 mul-
tiplied by the total number of such recipients of aid to the
permanently and totally disabled for such month; and

(2) in the case of Puerto Rico, and Virgin Islands, and Guam, an
amount equal to one-half of the total of the sums expended during
such quarter as aid to the permanently and totally disabled under the
State plan (including expenditures for premiums under part B of title
XVIII for individuals who are recipients of money payments under
such plan and other insurance premiums for medical or any other type
of remedial care or the cost thereof), not counting so much of any
expenditure with respect to any month as exceeds $37.50 multiplied by
the total number of recipients of aid to the permanently and totally
disabled for such months; and

(3) in the case of any State whose State plan approved under section
1402 meets the requirements of subsection (c) (1), an amount equal to
the sum of the following proportions of the total amounts expended
during such quarter as found necessary by the Secretary of Health,
Education, and Welfare for the proper and efficient administration of
the State plan-

(A) 75 per centum of so much of such expenditures as are for-
(i) services which are prescribed pursuant to subsection

(c) (1) and are provided (in accordance with the next sen-
tence) to applicants for or recipients of aid to the permanently
and "otally disabled to help them attain or retain capability
of sel f-support or self-care, or

%(ii) other services, specified by the Secretary as likely to
prevent or reduce dependency, so provided to such applicants
or recipients, or



Sec. 1403(a)

(iii) any of the services prescribed pursuant to subsection
(c) (1), and of the services specified as provided in clause
(ii), which the Secretary may specify as appropriate for in-
dividuals who, within such period or periods as the Secretary
may prescribe, have been or are likely to become applicants
for or recipients of aid to the permanently and totally dis-
abled, if such services are requested by such individuals and
are provided to such individuals in accordance with the next
sentence, or

(iv) the training (including both short- and long-term
training at educational institutions through grants to such
institutions or by direct financial assistance to students en-
rolled in such institutions) of personnel employed or prepar-
ing for employment by the State agency or by the local agency
administering the plan in the political subdivision; plus

(B) one-half of so much of such expenditures (not in-
cluded under subparagraph (A)) as are for services pro-
vided (in accordance with the next sentence) to applicants for
or recipients of aid to the permanently and totally disabled,
and to individuals requesting such services who (within such
period or periods as the Secretary may prescribe) have been
or are likely to become applicants for or recipients of such
aid; plus

(C) one-half of the remainder of such expenditures.
The services referred to in subparagraphs (A) and (B) shall,
except to the extenlt specified by the Secretary, include only-

(D) services provided by the staff of the State agency, or
of the local agency administering the State plan in the politi-
cal subdivision: Provided, That no funds authorized under
this title shall be available for services defined as vocational
rehabilitation services under the Vocational Rehabilitation
Act (i) which are available to individuals in need of them
under programs for their rehabilitation carried on under a
State plan approved under such Act, or (ii) which the State

- agency or agencies administering or supervising the adminis-
tration of the State plan approved under such Act are able
and willing to provide if reimbursed for the cost thereof pur-
suant to agreement under subparagraph (E), if provided by
such staff, and

(E) Under conditions which shall be prescribed by the
Secretary. services which in the judgment of the State agency
cannot be as economically or as effectively provided by the
staff of such State or local agency and are not otherwise
reasonably available to individuals in need of them, and
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which are provided, pursuant to agreement with the State
agency, by the State health authority or the State agency or
agencies administering or supervising the administration of
the State plan for vocational rehabilitation services approved
under the Vocational Rehabilitation Act or by any other State
agency which the Secretary may determine to be appropriate
(whether provided by its staff or by contract with public
(local) or nonprofit private agencies) ;

except that services described in clause (ii) of subparagraph (D)
hereof may be provided only pursuant to agreement with such
State agency or agencies administering or supervising the admin-
istration of the State plan for vocational rehabilitation services
so approved. The portion of the amount expended for administra-
tion of the State plan to which subparagraph (A) applies and the
portion thereof to which subparagraphs (B) and (C) apply shall
be determined in accordance with such methods and procedures
as may be permitted by the Secretary; and

(4) in the case of any State whose State plan approved under
section 1402 does not meet the requirements of subsection (c) (1),
an amount equal to one-half of the total of the sums expended
during such quarter as found necessary by the Secretary for the
proper and efficient administration of the State plan, including
services referred to in paragraph (3) and provided in accordance
with the provisions of such paragraph.

(b) The method of computing and paying such amounts shall be
as .follows:

(1) Th% SEp.retary of Health, Education, and Welfare shall,
prior to the beginning of each quarter, estimate the amount to
be paid to the State for such quarter under the provisions of sub-
section (a), such estimate to be based on (A) a report filed by the
State containing its estimate of the total sum to be expended in
such quarter in accordance with the provisions of such subsection,
and stating the amount appropriated or made available by the
State and its political subdivisions for such expenditures in such
quarter, and if such amount is less than the State's proportionate
share of the total sum of such estimated expenditures, the source
or sources from which the difference is expected to be derived,
(B) records showing the number of permanently and totally dis-
abled individuals in the State, and (C) such other investigation
as the Secretary may find necessary.

(2) The Secretary of Health, Education, and Welfare shall
then certify to the Secretary of the Treasury the amount so esti-
mated by the Secretary of Health, Education, and Welfare, (A)
reduced or increased, as the case may be, by any sum by which
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the Secretary of Health, Education, and Welfare finds that his
estimate for any prior quarter was greater or less than the amount
which should have been paid to the State under subsection (a)
for such quarter, and -(B) reduced by a sum equivalent to the
pro rata share to which the United States is equitably entitled,
as determined by the Secretary of Health, Education, and Wel-
fare, of the net amount recovered during a prior quarter by the
State or any political subdivision thereof with respect to aid to
the permanently and totally disabled furnished under the State
plan; except that such increases or reductions shall not be made
to the extent that such sums have been applied to make the mount
certified for any prior quarter greater or less than the amount
estimated by the Secretary of Health, Education, and Welfare for
such prior quarter: Provided, That any part of the amount re-
covered from the estate of a deceased recipient which is not in
excess of the amount expended by the State or any political sub-
division thereof for the funeral expenses of the deceased shall not
be considered as a basis for reduction under clause (B) of this
paragraph.

(3) The Secretary of the Treasury shall thereupon, through tho
Fiscal Service of the Treasury Department, and prior to audit or

* settlement by the General Accounting Office, paid to the State,
at the time or times fixed by the Secretary of Health, Education,
and Welfare, the amount so certified.

(c) (1) In order for a State to qualify for payments under para-
graph (3) of subsection (a), its State plan approved under section
1402 must provide that the State agency shall make available to appli-
cants for or recipients of aid to the permanently and totally disabled
at least those services to help them attain or retain capability for self-
support or self-care which are prescribed by the Secretary.

(2) In the case of any State whose State plan included a provision
meeting the requirements of paragraph (1), but with respect to which
the Secretary finds, after reasonable notice and opportunity for hear-
ing to the State agency administering or supervising the administra-
tion of such plan, that-

(A) the provision has been so changed that it no longer com-
plies with the requirements of paragraph (1), or

(B) in the administration of the plan there is a failure to com-
ply substantially with such provision,

the Secretary shall notify such State agency that further payments
will not be made to the State under paragraph (3) of subsection (a)
until he is satisfied that there will no longer be any such failure to

* comply. Until the Secretary is so satisfied further payments with
respect to the administration of such State plan shall not be made
under paragraph (3) of subsection (a) but shall instead be made,

I M
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subject to the other provisions of this title, under paragraph (4) of
such subsection.

Operation of State Plans

See. 1404. In the case of any State plan for aid to the permanently
and totally disabled which has been approved by the Secretary of
Health, Education, and Welfare, if the Secretary after reasonable
notice and opportunity for hearing to the State agency administering
or supervising the administration of such plan, finds-

(1) that the plan has been so changed as to impose any resi-
dence or citizenship requirement prohibited by section 1402(b),
or that in the administration of the plan any such prohibited re-
quirement is imposed, with the knowledge of such State agency, in
a substantial number of cases; or

(2) that in the administration of the plan there is a failure to
comply substantially with any provision required by section 1402
(a) to be included in the plan;

the Secretary shall notify such State agency for further payments
will not be made to the State (or, in his discretion, that payments will
be limited to categories under or parts of the State plan not affected by
such failure) until he is satisfied that such prohibited requirement
is no longer so imposed and that there is no longer any such failure to
comply. Until he is so satisfied he shall make no further payments to
such State (or shall limit payments to categories under or parts of the
State plan not affected by such failure).

Definition

Sec. 1405. For the purposes of this title, the term "aid to the per-
manently and totally disabled" means money payments to, or (if pro-
vided in or after the third month before the month in which the
recipient makes application for aid) medical care in behalf of, or any
type of remedial care recognized under State law in behalf of, needy
individuals eighteen years of age or older who are permanently and
totally disabled, but does not include any such payments to or care in
behalf of any individual who is an inmate of a public institution
(except as a patient in a medical institution) or any individual who
is a patient in an institution for tuberculosis or mental diseases. Such
term also includes payments which are not included within the mean-
ing of such term under the preceding sentence, but which would be
so included except that they are made on behalf of such a needy indi-
vidual to another individual who (as determined in accordane9 with
standards prescribed by the Secretary) is interested in or concerned
with the welfare of such needy individual, but only with respect to a
State whose State plan approved under section 1402 includes provision
for-

0

358



(1) determination by the State agency that such needy indi-
vidual has, by reason of his physical or mental condition, such
inability to manage funds that making payments to him would
be contrary to his welfare and, therefore, it is necessary to pro-
vide such aid through payments described in this sentence;

(2) making such payments only in cases in which such pay-
ments will, under the rules otherwise applicable under the State
plan for determining need and the amount of aid to the perma-
nently and totally disabled to be paid (and in conjunction with
other income and resources), meet all the need of the individuals
with respect to whom such payments are made;

(3) undertaking and continuing special efforts to protect the
welfare of such individual and to improve, to the extent possible,
his capacity for self-care and to manage funds;

(4) periodic review by such State agency of the determination
under paragraph (1) to ascertain whether conditions justifying
such determination still exist, with provision for termination of
such payments if they do not and for seeking judicial appoint-
ment of a guardian or other legal representative, as described in
section 1111, if and when it appears that such action will best
serve the interests of such needy individual; and

(5) opportunity for a fair hearing before the State agency on
the determination referred to in paragraph (1) for any individ-
ual with respect to whom it is made.

At the option of a State (if its plan approved under this title so
provides), such term (i) need not include money payments to an
individual who has been absent from such State for a period in excess
of ninety consecutive days (regardless of whether he has maintained
his residence in such State during such period) until lie has been
present in such State for thirty consecutive days in the case of such
an individual who has maintained his residence in such State during
such period or ninety consecutive days in the case of any other such
individual, and (ii) may include rent payments made directly to a
public housing agency on behalf of a recipient or a group or groups
of recipients of aid under such plan.

TITLE XV-UNEMPLOYMENT COMPENSATION FOR FED-
ERAL EMPLOYEES AND THE EX-SERVICEMEN'S UN-
EMPLOYMENT COMPENSATION PROGRAM

[P.L. 89-554, 80 Stat. 378, approved September 6, 1966, repealed
title XV of the Social Security Act (68 Stat. 1130; 72 Stat. 1087),
and codified the provisions thereof as chapter 85 of title 5 of the
United States Code.]
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Appropriation

Section 1601. For the purpose (a) of enabling each State, as far as
practicable under the conditions in such State, to furnish financial
assistance to needy individuals who are 65 years of age or over, are
blind, or are 18 years of age or over and permanently and totally
disabled, (b) of enabling each State, as far as practicable under the
conditions in such State, to furnish medical assistance on behalf of

* individuals who are 65 years of age or over and who are not recipients
of aid to the aged, blind, or disabled but whose income and resources
are insufficient to meet the costs of necessary medical services, and (c)
of encouraging each State, as far as practicable under the conditions
in such State, to furnish rehabilitation and other services to help
individuals referred to in clause (a) or (b) to attain or retain capa-
bility for self-support or self-care, there is hereby authorized to be
appropriated for each fiscal year a sum sufficient to carry out the pur-
poses of this title. The sums made available under this section shall
be used for making payments to States which have submitted, and
had approved by the Secretary of Health, Education, and Welfare,
State plans for aid to the aged, blind, or disabled, or for aid to the
aged, blind, or disabled and medical assistance for the aged.

State Plans for Aid to the Aged, Blind, or Disabled, or for Such
Aid and Medical Assistance for the Aged

Sec. 1602. (a) A State plan for aid to the aged, blind, or dis-
abled, or for aid to the aged, blind, or disabled and medical assistance
for the aged, must--

' P.L. 92-603, section 301. amended title XVI In its entirety under the ti le "Supple-. mental Security Income for the Aged. Blind, and Disabled," effective January 1. 1974, but
pursuant to P.L. 92-603. sec. 303(b), such amendment does not apply to Puerto Rico.
Guam, and the Virigin Islands. The amended title starts on page 377, this volume.

2 This table of contents does not appear in the law.
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Sec. 1602(a)

(1) except to the extent permitted by the Secretary with re-
spect to services, provide that it shall be in effect in all political
subdivisions of the State, and if administered by them, be nianda-
tory upon them;

(2) provide for financial participation by the State;
(3) either provide for the establishment or designation of a

single State agency to administer the plan, or provide for the
establishment or designation of a single State agency to supervise
the administration of the plan;

(4) (A) provide for granting an opportunity for a fair hear-
ing before the State agency to any individual whose claim for aid
or assistance under the plan is denied or is not acted upon with
reasonable promptness, and (B) that if the State plan is admin-
istered in each of the political subdivisions of the State by a local
agency and such local agency provides a hearing at which evi-
dence may be presented prior to a hearing before the State agency,
such local agency may put into effect immediately upon issuance
its decision upon the matter considered at such hearing;

(5) provide (A) such methods of administration (including
methods relating to the establishment and maintenance of per-
sonnel standards on a merit basis, except that the Secretary shall
exercise no authority with respect to the selection, tenure of office,
and compensation of any individual employed in accordance with
such methods) as are found by the Secretary to be necessary for
the proper and efficient operation of the plan, and (B) for the
training and effective use of paid subprofessional staff, with par-
ticular emphasis on the full-time or part-time employment of
recipients and other persons of low income, as community serv-
ice aides, in the administration of the plan and for the use of
nonpaid or partially paid volunteers in a social service volunteer
program in providing services to applicants and recipients and in
assisting any advisory committees established by the State agency;

(6) provide that the State agency will make such reports, in
such form and containing such information, as the Secretary may
from time to time require, and comply with such provisions as
the Secretary may from time to time find necessary to assure the
correctness and verification of such reports;

(7) provide safeguards which permit the use or disclosure of
information concerning applicants or recipients only (A) to pub-
lic officials who require such information in connection with their
official duties, or (B) to other persons for purposes directly con-
nected with the administration of the State plan;

(8) provide that all individuals wishing to make application
for aid or assistance under the plan shall have opportunity to

[U N
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Sec. 1602(a)

do so, and that such aid or assistance shall be furnished with
reasonable promptness to all eligible individuals;

(9) provide, if the plan includes aid or assistance to or on be-
half of individuals in private or public institutions, for the estab-
lislunent or designation of a State authority or authorities which
shall be responsible for establishing and maintaining standards
for;

(10) provide a description of the services (if any) which the
State agency makes available (using whatever internal organiza-
tional arrangement it finds appropriate for this purpose) to ap-
plicants for or recipients of aid or assistance under the plan to
help them attain self-support or self-care, including a description
of the steps taken to assure, in the provision of such services, maxi-
mum utilization of other agencies providing similar or related
services;

(11) provide that no aid or assistance will be furnished any
individual under the plan with respect to any period with respect
to which he is receiving assistance under the State plan approved
under title I or aid under the State plan approved under part A
of title IV or under title X or XIV;

(12) provide that, in determining whether an individual is
blind, there shall be an examination by a physician skilled in

* the diseases of the eye or by an optometrist, whichever the indi-
vidual may select;

(13) include reasonable standards, consistent with the objec-
tives of this title, for determining eligibility for and the extent
of aid or assistance under the plan;

(14) provide that the State agency shall, in determining need
for aid to the aged, blind, or disabled, take into consideration
any other income and resources of an individual claiming such
aid as well as any expenses reasonably attributable to the earn-
ing of any such income; except that, in making such determina-
tion with respect to any individual-

(A) if such individual is blind, the State agency (i) shall
disregard the first $85 per month of earned income plus one-
half of earned income in excess of $85 per month, and (ii)
shall, for a period not in excess of 12 months, and may, for
a period not in excess of 36 months, disregard such additional
amounts of other income and resources, in the case of any
such individual who has a plan for achieving self-support
approved by the State agency, as may be necessary for the
fulfillment of such plan,

(B) if such individual is not blind but is permanently and
totally disabled, (i) of the first $80 per month of earned
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income, the State agency may disregard not more than the
first $20 thereof plus one-half of tb. remainder, and (ii) the
State agency may, for a period not in excess of 36 months,
disregard such additional amounts of other income and re-
sources, in. the case of any such individual who has a plan
for achieving self-support approved by the State agency,
as may be necessary for the fulfillment of such plan, but only
with respect to the part or parts of such period during sub-
stantially all of which he is actually undergoing vocational
rehabilitation,

(C) if such individual has attained age 65 and is neither
blind nor permanently and totally disabled, of the fist $80
per month of earned income the State agency may disregard
not more than the first $20 thereof plus one-half of the
remainder, and

(D) the State agency may, before disregarding the
amounts referred to above in this paragraph (14), disregard
not more than $7.50 of any income;

(15) if the State plan includes medical assistance for the aged-
(A) provide for inclusion of some institutional and some

noninstitutional care and services;
(B) provide that no enrollment fee, premium, or similar

charge will be imposed as a condition of any individual's
eligibility for medical assistance for the aged under the plan;

(C) provide for inclusion, to the extent required by regu-
lations prescribed by the Secretary, of provisions (conform-
ing to such regulations) with respect to the furnishing of
such assistance to individuals who are residents of the State
but are absent therefrom; and

(D) provide that no lien may be imposed against the
property of any individual prior to his death on account of
medical assistance for the aged paid or to be paid on his be-
half under the plan (except pursuant to the judgment of a
court on account of benefits incorrectly paid on behalf of
such individual), and that there shall be no adjustment or
recovery (except, after the death of such individual and his
surviving spouse, if any, from such individual's estate) of
any medical assistance for the aged correctly paid on behalf
of such individual tender the plan;

(16) if the State plan includes aid or assistance to or in behalf
of individuals 65 years of age or older who are patients in institu-
tions for mental diseases-

(A) provide for having in effect such agreements or other
arrangements with State authorities concerned with mental
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diseases, and where appropriate, with such institutions, as
may be necessary for carrying out the State plan, including
arrangements for joint planning and for development of
alternate methods of care, arrangements providing assurance
of immediate readmittance to institutions where needed for
individuals under alternate plans of care, and arrangements
providing for access to patients and facilities for furnishing
information, and for making reports;

(B) provide for an individual plan for each such patient
to assure that the institutional care provided to him is in his
best interests, including, to that end, assurances 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 a periodio
determination of his need for continued treatment in the
institution;

(C) provide for the development of alternate plans of
care, making maximum utilization of available resources, for
recipients 65 years of age or older who would otherwise need
care in such institutions, including appropriate medical
treatment and other aid or assistance; for services referred

*to in section 1603(a) (4) (A) (i) and (ii) which are appro-
priate for such recipients and for such patients; and for
methods of administration necessary to assure that the re-
sponsibilities of the State agency under the State plan with
respect to such recipients and such patients will be effectively
carried out; and

(D) provide methods of determining the reasonable cost
of institutional care for such patients; and

(17) if the State plan includes aid or assistance to or in behalf
of individuals 65 years of age or older who are patients in pusaic
institutions for mental diseases, show that the State is making
satisfactory progress toward developing and implementing a
comprehensive mental health program, including provision for
utilization of community mental health centers, nursing homes,
and other alternatives to care in public institutions for mental
diseases;

Notwithstanding paragraph (3), if on January 1, 1962, and on the
date on which a State submits its plan for approval under this title,
the State agency which administered or supervised the administration
of the plan of such State approved under title X was different from
the State agency which administered or supervised the administration

* of the plan of such State approved under title I and the State agency
which administered or supervised the administration of the plan
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of such State approved under title XIV, the State agency which
administered or supervised the administration of such plan approved
under title X may be designated to administer or supervise the admin-
istration of the portion of the State plan for aid to the aged, blind,
or disabled (or for aid to the aged, blind, or disabled and medical
assistance for the aged) which relates to blind individuals and a
separate State agency may be established or designated to administer
or supervise the administration of the rest of such plan; and in such
case the part of the plan which each such agency administers, or the
administration of which each such agency supervises, shall be regarded
as a separate plan for purposes of this title.

(b) The Secretary shall approve any plan which fulfills the condi-
tions specified in subsection (a), except that he shall not approve any
plan which imposes, as a condition of eligibility for aid or assistance
under the plan-

(1) an age requirement of more than sixty-five years; or
(2) any residence requirement which (A) in the case of appli-

cants for aid to the aged, blind, or disabled excludes any resident
of the State who has resided therein five yeors during the nine
years immediately preceding the application for such aid and has
resided therein continuously for one year immediately preceding
the application, and (B) in the case of applicants for medical
assistance for the aged, excludes any individual who resides in
the State; or

(3) any citizenship requireme.-t which excludes any citizen of
the United States.

At the option of the State, the plan may provide that manuals and
other policy issuances will be furnished to persons without charge for
the reasonable cost of such materials, but such provision shall not be
required by the Secretary as a condition ior the approval of such plan
under this title. In the case of any State to which the provisions of
section 344 of the Social Security Act Amendments of 1950 were
applicable on January 1, 1962, and to which the sentence of section
100-2(b) following paragraph (2) thereof is applicable on the date on
which its State plan for aid to the aged, blind or disabled (or for aid
to the aged, blind, or disabled and medical assistance for the aged)
was submitted for approval under this title, the Secretary shall ap-
prove the plan of such State for aid to the aged, blind, or disabled
(or for aid to the aged, blind, or disabled and medical assistance for
the aged) for purposes of this title, even though it does not meet the
requirements of paragraph (14) of subsection (a) if it meets all other
requirements of this title for an approved plan for aid to the aged,
blind, or disabled (or for aid to the aged, blind, or disabled and med-
ical assistance for the aged); but payments under section 1603 shall
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* be made, in the case of any such plan, only with respect to expendi-
tures thereunder which would be included as expenditures for the
purposes of section 1603 under a plan approved under this section
without regard to the provisions of this sentence.

(c) Subject to the last sentence of subsection (a), nothing in this
title shall be construed to permit a State to have in effect with respect
to any period more than one State plan approved under this title.

Payments to States

Sec. 1603. (a) From the sums appropriated therefor, the Sec-
retary shall pay to each State which has a plan approved under this
title, for each quarter, beginning with the quarter commencing October
1, 1962-

(1) in the case of any State other than Puerto Rico, the Virgin
Islands, and Guam, an amount equal to the sum of the following
proportions of the total amounts expended during each month of
such quail ters to the aged, blind, or disabled under the State plan
(including expenditures for premiums under Part B of title
XVIII for individuals who are recipients of money payments
under such plan and other insurance premiums for medical or
any other type of remedial care or the cost thereof)-

(A) :'1.7 of ouch expenditures, not counting so much of
any t-xpenditure with respect to such month as exceeds the
product of $37 multiplied by the total number of recipients of
such aid for such month (which total number, for purposes
of this subsection means (i) the number of individuals who
received such aid in the form of money payments for such
month, plus (ii) the number of other individuals with re-
spect to whom expenditures - ere made in such month as aid
to the aged, blind, or disabled in the form of medical or any
other type of remedial care); plus

(B) the larger of the following:
(i) (I) the Federal percentage (as defined in section

1101 (a) (8)) of the amount by which such expenditures
exceed the amuunt which may be counted under clause
(A), not counting so much of such excess with respect
to such month as exceeds the product of $38 multiplied
by the total number of recipients of aid to the aged, blind,
or disabled for such itonth, plus (II) 15 per centum of
the total expended during such month as aid to the aged,
blind, or disabled under the State -plan in the form of
medical or any other type of remedial care, not counting
so much of such expenditure with respect to such month
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as exceeds the product of $15 multiplied by the total
number of recipients of aid to the aged, blind, or disabled
for such month, or

(ii) (I) the Federal medical percentage (as defined
in section 6(c)) of the amount by which such expendi-
tures exceed the maximum which may be counted under
clause (A), not counting so much of any expenditure
with respect to such month as exceeds (a) the product of
$52 multiplied by the total number of such recipients of
aid to th2 aged, blind, or disabled for such month, or (b)
if smaller. the total expended as aid to the aged, blind, or
disabled in the form of medical or any other type of
remedial care with respect to such month plus the prod-
uct of $37 multiplied by such total number of such re-
cipients plus (II) the Federal percentage of the amount
by which the total expended during such month as aid to
the aged, blind, or disabled under the State plan exceeds
the amount which may be counted under clause (A) and
the preceding provisions of this c:lause (B) (ii), not
counting so much of such excess with respect to such
month as exceeds the product of $38 multiplied by the
total number of such recipients of aid to the aged, blind,
or disabled for such month;

(2) in the case of Puerto Rico, the Virgin Islands, and Guam,
an amount equal to-

(A) one-half of the total of the sums expended during such
quarter as aid to the aged, blind, or disabled under the State
plan (including expenditures for premiums under part B of
title XVIII for individuals who are recipients of money pay-
ments under such plan and other insurance premiums for
medical or any other type of remedial care or the cost there-
of), not counting so much of any expenditure with respect to
any month as exceeds $37.50 multiplied by the total number
of recipients of aid to the aged, blind, or disabled for such
month; plus

(B) the larger of the following Amounts: (i) one-half of
the amount by which such expenditures exceed the maximum
which may be counted under clause 'A), not counting so
much of any expenditure with respect to any month as ex-
ceeds (I) the product of $45 multiplied by the total number
of such recipients of aid to the aged, blind, or disabled for
such month, or (II) if smaller, the total expended as aid to
the aged, blind, or disabled in the form of medical or any
other type of remedial care with respect to such month plus
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the product of $37.50 multiplied by the total number of such
recipients, or (ii) 15 per centum of the total of the sums ex-
pended during such quarter as aid to the aged, blind, or dis-
abled under the State plan in the form of medical or any
other type of remedial care, not counting so much of any ex-
penditure with respect to any month as exceeds the product
of $7.50 multiplied by the total number of such recipients of
aid to the aged, blind, or disabled for such month;

(3) in the case of any State, an amount equal to the Federal
medical percentage (as defined in section 61(c)) of the total
amounts expended during such quarter as medical assistance for
the aged under the State plan (including expenditures for in-
surance premiums for medical or any other type of remedial care
or the cost thereof) ; and

(4) in the case of any State whose State plan approved under
section 1602 meets the requirements of subsection (c) (1), an
amount equal to the sum of the following proportions of the total
amounts expended during such quarLer as found necessary by the
Secretary of Health, Education, and Welfare for the proper and
efficient administration of the State plan-

(A) 75 per centum of so much of such expenditures as are
for-

(i) services which are prescribed pursuant to subsec-
tion (c) (1) and are provided (in accordance with the
next sentence) to applicants for or recipients of aid or
assistance under the plan to help them attain or retain
capability for self-support or self -care, or

(ii) other services, specified by the Secretary as likely
to prevent or reduce dependency, so provided to such
applicants or recipients, or

(iii) any of the services prescribed pursuant to sub-
section (c) (1), and of the services specified as provided
in clause (ii), which the Secretary may specify as ap-
propriate for individuals who, within such period or pe-
riods as the Secretary may prescribe, have been or are
likely to become applicants for or recipients of aid or
assistance under the plan if such services are requested
by such individuals and are provided to such individuals
in accordance with the next sentence, or

(iv) the training (including both short- and long-term
training at educational institutions through grants to
such institutions or by direct financial assistance to stu-
dents enrolled in such institutions) of personnel employed
or preparing for employment by the State agency or by

I
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the local agency administering the plan in the political
subdivision; plus

(B) one-half of so much of such expenditures (not in-
cluded under subparagraph (A)) as are for services pro-
vided (in accordance with the next sentence) to applicants
for or recipients of aid or assistance under the plan, and to
individuals requesting such services who (within such pc-
riod or periods as the Secretary may prescribe) have been or
are likely to become applicants for or recipients of such aid
or assistance;

(C) one-half of the remainder of such expenditures. The
services referred to in subparagraphs (A) and (B) shall,
except to the extent specified by the Secretary, include only-

(D) services provided by the staff of the State agency, or
of the local agency administering the State plan in the polit-
ical subdivision: Provided, That no funds authorized tinder
this title shall be available for services defined as vocational
rehabilitation services under the Vocational Rehabilitation
Act (i) which are available to individuals in need of them
under programs for their rehabilitation carried on under a
State plan approved under such Act, or (ii) which the State
agency or agencies administering or sIper)vising the adminis-
tration of the State plan approved under such Act aie able
and willing to provide if ieiinbursed for the cost thereof pur-
suant to agreement under subparagraph (E), if provided by
such staff, and

(E) under conditions which shall be prescribed by the
Secretary, services which in the judgment of the State agency
cannot be as economically or as effectively provided by the
staff of such State or local agency and are not otherwise
reasonably available to individuals in need of them, and
which are provided, pursuant to agreement with the State
agency, by the State health authority or the State agency or
agencies administering or supervising the administration of
the State plan for vocational rehabilitation services approved
under the Vocational Rehabilitation Act or by any other State
agency which the Secretary may determine to be appropriate
(whether provided by its staff or by contract with public
(local) or nonprofit private agencies);

except that services described in clause (ii) of subparagraph (D)
hereof may be provided only pursuant to agreement with such
State agency or agencies adnministering or supervising the admin-
istration of the State plan for vocational rehabilitation services
so approved. The portion of the amount expended for aduainistra-
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* tion of the State plan to which subparagraph (A) applies and the
portion thereof to which subparagralphs (B) and (C) apply shall
be determined in accordance with such methods and procedures as
may be permitted by the Secretary; and

(5) in the case of any State whose State plan approved under
section 1602 does not meet the requirements of subsection (c) (1),
an amount equal to one-half of the total of the suins expended dur-
ing such quarter as found necessary by the Secretary for the
proper and ellicient administration of the State plan, including
services referred to in paragraph (4) and provided in accordance
with the provisions of such paragraph.

(b) (1) Prior to the beginning of each quarter, the Secretary shall
estimate the amount to which a State will be entitled under subsection
(a) for such quarter, such estimates to be based on (A) a report filed
by the State containing its estimate of the total sum to be expended in
such quarter in accordance with the provisions of such sub,.ection, and
stating the amount appropriated or made available by the State and
its political subdivisions for such expenditures in such quarter, and
if such amount is less than the State's proportionate share of the total
sum of such estimated expenditures, the source or sources from which
the difference is expected to be derived, and (B) such other investiga-

* tion as the Secretary may find necessary.
(2) The Secretary shall then pay, in such installments as he may

determine, to the State the amount so estimated, reduced or increased
to the extent of any overpayment or underpayment which the Sec-
retary determines was made under this section to such State for any
prior quarter and with respect to which adjustment has not already
been made under this subsection.

(3) The pro rata share to which the United States is equitably
entitled, as determined by the Secretary, of the net amount recovered
during any quarter by the State or any political subdivision thereof
with respect to aid or assistance furnished under the State plan, but
excluding any amount of such aid or assistance recovered from the
estate of a deceased recipient which is not in excess of the amount
expended by the State or any political subdivision thereof for the
funeral expenses of the deceased, shall be considered an overpayment
to be adjusted under this subsection.

(4) Upon the making of any estimate by the Secretary under this
subsection, any appropriations available for payments under this sec-
tion shall be deemed obligated.

(c) (1) In order for a State to qualify for payments under para-
graph (4) of subsection (a), its State plan approved under section

* 1602 mutst provide that the State agency shall make available to
applicants for or recipients of aid to the aged, blind, or disabled under
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such State plan at least those services to help them attain or retain
capability for self-support or self-care which are prescribed by the
Secretary.

(2) In the case of any State whose State plan included a provision
meeting the requirements of paragraph (1), but with respect to
which the Secretary finds, after reasonable notice and opportunity
for hearing to the State agency, administering or supervising the
administration of such plan, that-

(A) the provision has been so changed that it no longer com-
plies with the requirements of paragraph (1), or

(B) in the administration of the plan there is a failure to
comply substantially with such provision,

the Secretary shall notify such State agency that further payments
will not be made to the State under paragraph (4) of subsection (a)
until he is satisfied that there will no longer be any such failure to
comply. Until the Secretary is so satisfied further payments with re-
spect to the administration of such State plan shall not be made under
paragraph (4) of subsection (a) but shall instead be made, subject
to the other provisions of this title, under paragraph (5) of such
subsection.

(d) Notwithstanding the preceding provisions of this section, the
amount determined under such provisions for any State for any
quarter which is attributable to expenditures with respect to indi-
viduals 65 years of age or older who are patients in institutions for
mental diseases shall be paid only to the extent that the State makes
a showing satisfactory to the Secretary that total expenditures in the
State from Federal, State, and local sources for mental health serv-
ices (including payments to or in behalf of individuals with mental
health problems) under State and local public health and public
welfare programs for such quarter exceed the average of the total
expenditures in the State from such sources for such services under
such programs for each quarter of the fiscal year ending June 30,
1965. For purposes of this subsection, expenditures for such services
for each quarter in the fiscal year ending June 30. 1965, in the case
of any State shall be determined on the basis of the latest data, satis-
factory to the Secretary, available to him at the time of the first
determination by him under this subsection for such State; and ex-
penditures for such services for any quarter beginning after Decem-
ber 31, 1965, in the case of any State shall be determined on the basis
of the latest data, satisfactory to the Secretary, available to him at
the time of the determination under this subsection for such State
for such quarter; and determinations so made shall be conclusive for
purposes of this subsection.
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Operation of State Plans

See. 1604. If the Secretary, after reasonable notice and opportunity
for hearing to the State agency administering or supervising the ad-
ministration of the State plan approved under this title, finds-

(1) that the plan has been so changed that it no longer com-
plies with the provisions of section 1602; or

(2) that in the administration of the plan there is a failure to
comply substantially with any such provision;

the Secretary shall notify such State agency that further payments
%N ill not be made to the State (or, in his discretion, that payments will
be limited to categories under or parts of the State plan not affected
by such failure), until the Secretary is satisfied that there will no
longer be any such failure to comply. Until he is so satisfied lie shall
make no further payments to such State (or shall limit payments to
categories under or parts of the State plan not affected by such
failure).

Definitions

Sec. 1605. (a) For purposes of this title. thc term "aid to the
aged, blind, or disabled" meaiis money payments to. or (if provided
in or after the third month before the month in which the recipient

* makes application for aid) medical care in behalf of or any type of
remedial care recognized under State law in behalf of, needy individ-
uals who are 65 years of age or older, are blind, or are 18 years of age
or over and permanently and totally disabled, but such term does not
include-

(1) any such payments to or care in behalf of any individual
who is an inmate of a public institution (except as a patient in a
medical institution) : or

(2) any such payments to or care in behalf of any individual
who has not attained 65 years of age and who is a patient in an
institution for tuberculosis or mental diseases.

Such term also includes payments which are not included within the
meaning of such term under the preceding sentence, but which would
be so included except that they are made on behalf of such a needy
individual to another individual who (as determined in accordance
with standards prescribed by the Secretary) is interested in or con-
cerned with the welfare of such needy individual, but only with re-
spect to a State whose State plan approved under section 1302 includes
provision for-

(A) determination by the State agency that such needy indi-
vidual has, by reason of his physical or mental condition, such
inability to manage funds that making payments to him would
be contrary to his welfare and, therefore, it is necessary to provide
such aid through payments described in this sentence;
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(B) making such payments only in cases in which such pay-
ments will, under the rules otherwise applicable under the State
plan for determining need and the amount of aid to the aged,
blind, or disabled to be paid (and in conjunction with other in-
come and resources), meet all the need of the individuals with
respect to whom such payments are made;

(C) undertaking and continuing special efforts to protect the
welfare of such individual and to improve, to the extent possible,
his capacity for self-care and to manage funds;

(D) periodic review by such State agency of the determination
under clause (A) to ascertain whether conditions justify such de-
termination still exist, with provision for termination of such
payments if they do not and for seeking judicial appointment of
a guardian or other legal representative, as described in section
1111, if and when it appears that such action will best serve the
interests of such needy individual; and

(E) opportunity for a fair hearing before the State agency on
the determination referred to in clause (A) for any individual
with respect to whom it is made.

At the option of a State (if its plan approved under this title so pro-
vides), such term (i) need not include money payments to an individ-
ual who has been absent from such State for a period in excess of ninety
consecutive days (regardless of whether he has maintained his resi-
dence in such State during such period) until he has been present in
such State for thirty consecutive days in the case of such an individual
who has maintained his residence in such State during such period or
ninety consecutive days in the case of any other such individual, and
(ii) may include rent payments made directly to a public housing
agency on behalf of a recipient or a group or groups of recipients of
aid under such plan.

(b) For purposes of this title, the term "medical assistance for the
aged" means payment of part or all of the cost of the following care
and services (if provided in or after the third month before the month
in which the recipient makes application for assistance) for individ-
uals who are sixty-five years of age or older and who are not recipients
of aid to the aged, blind, or disabled (except, for any month, for recipi-
ents of aid to the aged, blind, or disabled who are admitted to or dis-
charged from a medical institution during such month) but whose
income and resources are insufficient to meet all of such cost-

(1) inpatient hospital services;
(2) skilled nursing-home services;
(3) physicians' services;
(4) outpatient hospital or clinic services;
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(5) home health care services;
(6) private duty nursing services;
(7) physical therapy and related services;
(8) dental services;
(9) laboratory and X-ray services;
(10) prescribed drugs, eyeglasses, dentures, and prosthetic de-

vices;
(11) diagnostic, screening, and preventive services; and
(12) any other medical care or remedial care recognized under

State law;
except that such term does not include any such payments with respect
to care or services for any individual who is an inmate of a public
institution (except as a patient in a medical institution).
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Basic Eligibility for Benefits

Section 1602. Every aged, blind, or disabled individual who is deter-
mined under part A to be eligible on the basis of his income and
resources shall, in accordance with and subject to the provisions of
this title, be paid benefits by the Secretary of Health, Education, and
Welfare.

Part A-Determination of Benefits

Eligibility for and Amount of Benefits
Definition of Eligible Individual

Sec. 1611. (a) (1) Each aged, blind, or disabled individual who does
not have an eligible spouse and-

(A) whose income, other than income excluded pursuant to
section 1612 (b), is at a rate of not more than $1,752 (or, if greater,
the amount determined under section 1617)1 for the calendar year
1974 or any calendar year thereafter, and

(B) whose resources, other than resources excluded pursuant
to section 1613 (a), are not more than (i) in case such individual
has a spouse with whom he is living, $2,250, or (ii) in case such
individual has no spouse with whom he is living, $1,500,

shall be an eligible individual for purposes of this title.
(2) Each aged, blind, or disabled individual who has an eligible

spouse and-
(A) whose income (together with the income of such spouse),

other than income excluded pursuant to section 1612(b), is at a
rate of not more than $2,628 (or, if greater, the amount deter-
iined under section 1617)1 for the calendar year 1974, or any
calendar year thereafter, and

(B) whose resources (together with the resources of such
spouse), other than resources excluded pursuant to section 1613
(a), are not more than $2,250,

shall be an eligible individual for purposes of this title.

Amounts of Benefits

(b) (1) The benefit under this title for an individual who does not
have an eligible spouse shall be payable at the rate of $1,752 (or, if
greater, the amount determined under section 1617)1 for the calendar
year 1974 and any calendar year thereafter, reduced by the amount
of income, not excluded pursuant to section 1612(b), of such
individual.

(2) The benefit under this title for an individual who has an
eligible spouse shall be payable at the rate of $2,628 (or, if greater, the
amount determined under section 1617)1 for the calendar year 1974 and

I Sme Appendix 3.
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any calendar year thereafter, reduced by the amount of income, not
excluded pursuant to section 1612(b), of such individual and spouse.

Period for Determination of Benefits

(c) (1) An individual's eligibility for benefits under this title and
the amount of such benefits shall be determined for each quarter of a
calendar year except that, if the initial application for benefits is filed
in the second or third month of a calendar quarter, such determina-
tions shall be made for each month in such quarter. Eligibility for and
the amount of such benefits for any quarter shall be redetermined at
such time or times as may be provided by the Secretary.

(2) For purposes of this subsection an application shall be con-
sidered to be effective as of the first day of the month in which it was
actually filed.

Special Limits on Gross Income

(d) The Secretary may prescribe the circumstances under which,
consistently with the purposes of this title, the gross income from a
trade, or business (including farming) will be considered sufficiently
large to make an individual ineligible for benefits under this title. For
purposes of this subsection, the term "gross income" has the same
meaning as when used in chapter 1 of the Internal Revenue Code ofS1954.

Limitation on Eligibility of Certain Individuals

(e) (1) (A) Except as provided in subparagraph (B) and (C), no
person shall be an eligible individual or eligible spouse for purposes
of this title with respect to any month if throughout such month he is
an inmate of a public institution.1

(B) In any case where an eligible individual or his eligible spouse
(if any) is, throughout any month, in a hospital, extended care
facility, nursing home. or intermediate care facility receiving pay-
ments (with respect to such individual or spouse) under a State plan
approved under title XIX, the benefit under this title for such indi-
vidual for such month shall be payable-

(i) at a rate not in excess of $300 per year (reduced by the
amount of any income not excluded pursuant to section 1612(b))
in the case of an individual who does not have an eligible spouse;

I Subparagraph (A) was amended by section 505(a) of P.L. 94-566.
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(ii) in the case of an individual who has an eligible spouse, if
only one of them is in such a hospital, home or facility through-
out such month, at a rate not in excess of the sum of-

(I) the rate of $300 per year (reduced by the amount of
any income, not excluded pursuant to section 1612(b), of the
one who is in such hospital, home, or facility), and

(II) the applicable rate specified in subsection (b) (1)
(reduced by the amount of any income, not excluded pur-
suant to section 1612(b), of the other) ; and 1

(iii) at a rate not in excess of $600 per year (reduced by the
amount of any income not excluded pursuant to section 1612(b))
in the case, of an individual who has an eligible spouse, if both of
them are in such a hospital, home, or facility throughout such
month.

(C) As used in subparagraph (A), the term "public institution"
does not include a publicly operated community residence which serves
no mure than 16 residents.2

(2) No person shall be an eligible individual or eligible spouse for
purposes of this title if, after notice to such person by the Secre-
tary that it is likely that such person is eligible for any payments of
the type enumerated in section 1612(a) (2) (B), such person fails
within 30 days to take all appropriate steps to apply for and (if
eligible) obtain any such payments.

(3) (A) No person who is an aged, blind, or disabled individual
solely by reason of disability (as determined under section 1614(a)
(3)) shall be an eligible individual or eligible spouse for purposes of
this title with respect to any month if such individual is medically
determined to be a drug addict or an alcoholic unless such individual
is undergoing any treatment that may be appropriate for his condition
as a drug addict or alcoholic (as the case may be) at an institution
or facility approved for purposes of this paragraph by the Secretary
(so long as such treatment is available) and demonstrates that he is
complying with the terms, conditions, and requirements of such treat-
ment and with requirements imposed by the Secretary under subpara-
graph (B).

(B) The Secretary shall provide for the monitoring and testing
of all individuals who are receiving benefits under this title and who
as a condition of such benefits are required to be undergoing treat-
ment and complying with the terms, conditions, and requirements
thereof as described ii1 subparagraph (A), in order to assure such
compliance and to determine the extent to which the imposition of
such requirement is contributing to the achievement of the purposes

I Clause (11) was amended by section 502 of P.L. 94-566.
2 Subparagraph (C) was added by section 505(a) of P.L. 94-566.
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of this title. The Secretary shall annually submit to the Congress a
* full and complete report on his activities under this par'igraph.

(4) No benefit shall be payable under this title, except as pro-
vided in section 1619 (or section 1616(c) (3) ). with respect to an
eligible individual or his eligible spouse who is an aged, blind, or dis-
abled individual solely by application of section 1614(a) (3) (F) for
any month, after the third month, in which he engrages in substantial
gainful activity during the fifteen-month period following the end
of his trial work period determined by application of section
1614 (a) (4) (D) (i).'

Suspension of Payments to Individuals Who Are Outside the United States

(f) Notwithstanding any other provision of this title, no inidi-
vidual shall be considered an eligible individual for purposes of this
title for any month during all of which such individual is outside the
United States (and no person shall be considered the eligible spouse
of an individual for purposes of this title with respect to any month
during all of which such person is outside the United States). For
purposes of the preceding sentence. after an individual has been outside
the United States for any period of 30 con-secutive days, he shall be
treated as remaining outside the United States until he.has been in
the United States for a period of 30 consecutive days.

Certain Individuals Deemed To Meet Resources Test

.(g) In the case of any individual or any individual and his spouse
(as the case may be) who-

(1) received aid or assistance for December 1973 under a plan
of a State approved under title I, X, XIV. or XVI,

(2) has, since December 31, 1973, continuously resided in the
State under the plan of which he or they received such aid or
assistance for December 1973, and

(3) has. since December 31. 1973, continuously been (except for
periods not in excess of six consecutive months) an eligible
individual or eligible spouse with respect to whom supplemental
security income benefits are payable,

the resources of such individual or such individual and his spouse (as
the case may be) shall be deemed not to exceed the amount specified in
sections 1611 (a) (1) (B) and 1611(a) (2) (B) during any period that
the resources of such individual or individuals and his spouse (as the
case may be) does not exceed the maximum amount of resources speci-
fied in the State plan, as in effect for October 1972. under which he or
they received such aid or assistance for December 1973.

ANb I Subsee. (e) was added by sea. 303 of P.L. 96-266.
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Certain Individuals Deemed To Meet Income Test
(h) In determining eligibility for, and the amount of, benefits

payable under this section in the case of any individual or any indi-
vidual and his spouse (as the case may be) who-

(1) received aid or assistance for December 1973 under a plan
of a State approved under title X or XVI,

(2) is blind tender the definition of that term in the plan, as
in effect for October 1972, under which he or they received such
aid or assistance for December 1973,
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(3) has, since December 31, 1973, continuously resided in the
State under the plan of which he or they received such aid or
assistance for December 1973, and

(4) has, since December 31, 1973, continuously been (except
for periods not in excess of six consecutive months) an eligible
individual or an eligible spouse with respect to whom supple-
mpntal security income benefits are payable,

there shall be disregarded an amount equal to the greater of (A) the
maximum amount of any earned or unearned income which could have
been disregarded under the State plan, as in effect for October 1972,
under which he or they received such aid or assistance for December
1973, and (B) the amount which would be required to be disregarded
under section 1612 without application of this subsection.

Income
Meaning of Income

Sec. 1612. (a) For purposes of this title, income means both earned
income and unearned income; and-

(1) earned income means only-
(A) wages as determined under section 203(f) (5) (C);
(B) net earnings from self-employment, as defined in sec-

tion 211 (without the application of the second and third
sentences following subsection (a) (11), and the last para-
graph of subsection (a)), including earnings for services
described in paragraphs (4), (5), and (6) of subsection (e);
and'

(C) any refund of Federal income taxes made by reason
of section 43 of the Internal Revenue Code of 1954 (relating
to earned income credit) and any payment made by an em-
ployer under section 3507 of such Code (relating to advance
payment of earned income credit) ; 2

(D) remuneration received for services performed in a
sheltered workshop or work activities center; and 3

(2) unearned income means all other income, including-
(A) support and maintenance furnished in cash or kind;

except that (i) in the case of any individual (and his eligible
spouse, if any) living in another person's household and
receiving support and maintenance in kind from such person,
the dollar amounts otherwise applicable to such individual
(and spouse) as specified in subsections (a) and (b) of sec-
tion 1611 shall be reduced by 331/3 percent in lieu of including
such support and maintenance in the unearned income of
such individual (and spouse) as otherwise required by this
subparagraph, (ii) in the case of any individual or his

1 Subpar. (B) was amended by see. 6(g) (1) of P.L. 96-473.
2 Subpar. (C) was added by aem. 101 of P.L 96-222.
3 This subparagraph was added by sea. 202 of P.L. 96-265 effective Oct. 1, 1980 and was

redesignated as subpar. (D) by sec. 6(g) (2) of P.L 98-473.
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eligible spouse who resides in at nonprofit retirement home or
similar nonprofit institution, support and maintenance shall
not be included to the extent that it is furnished to such in-
dividual or such spouse without such institution receiving
payment therefor (unless such institution has expressly
undertaken an obligation to furnish full support and main-
tenance to such individual or spouse without any current or
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future payment therefor) or payment therefor is made by
another nonprofit organization, and (iii) support and
maintenance shall not be included and the provisions of
clause (i) shall not be applicable in the case of any indi-
vidual (and his eligible spouse, if any) for the period which
begins with the month in which such individual (or such
individual and his eligible spouse) began to receive sup-
port and maintenance while living in a residential facility
(including a private household) maintained by another
person and ends with the close of the month in which such
individual (or such individual and his eligible spouse)
ceases to receive support and maintenance while living in
such a residential facility (or, if earlier, with the close of
the seventeenth month following the month in which such
period began), if, not more than 30 days prior to the date
on which such individual (or such individual and his eligi-
ble spouse) began to receive support and maintenance while
living in such a residential facility, (I) such individual (or
such individual and his eligible spouse) were residing in a
household maintained by such individual (or by such indi-
vidual and others) as his or their own home, (II) there
occurred within the area in which such household is located
(and while such individual, or such individual and his
spouse, were residing in the household referred to in sub-
clause (I)) a catastrophe on account of which the President
declared a major disaster to exist therein for purposes of
the Disaster Relief Act of 1974, and (III) such individual
declares that he (or he and his eligible spouse) ceased to
continue living in the household referred to in subclause
(II) because of such catastrophe; 1

(B) any payments received as an annuity, pension, retire-
ment, or disability benefit, including veterans' compensation
and pensions, workmen's compensation payments, old-age,
survivors, and disability insurance benefits, railroad retire-
ment annuities and pensions, and unemployment insurance
benefits;

(C) prizes and awards;
(D) the proceeds of any life insurance policy to the extent

that they exceed the amount expended by the beneficiary for
purposes of the insured individual's last illness and burial
or $1,500, whichever is less;

L Clause (il) was added by section 4 of P.L. 94-331 and amended by section 2125 of
P.L. 94-455. It is effective only in the case of catastrophes which occur on or after June 1.
197M See excerpt from P.L 94-331 on page 777.

iL ,G I - 81 - __4

383 Se 1612(a)



Revised November 1980

(E) gifts (cash or otherwise), support and alimony pay-
ments, and inheritances; and

(F) rents, dividends, interest, and royalties.

xclusions Front Income"
(b) In determining the income of an individual (and his eligible

spouse) there shall be excluded-
(1) subject to limitations (as to amount or otherwise) pre-

scribed by the Secretary, if such individual is a child who is, as
determined by the Secretary", a student regularly attending a
school, college, or university, or a course of vocational or technical
training designed to prepare him for gainful employment, the
earned income of such individual;

(2) (A) the first $240 per year (or proportionately smaller
amounts for shorter periods) of income (whether earned or un-
earned) other than income which is paid on the basis of the need
of the eligible individual;

(B) monthly (or other periodic) payments received by any in-
dividual, under a program established prior to July 1,1973, if such
payments are made by the State of which the individual receiving
such payments is a resident, and if eligibility of any individual
for such payments is not based on need and is based solely on at-
tainment of age 65 and duration of residence in such State by such
individual; 2

(3) (A) the total unearned income of such individual (and
such spouse, if any) in a calendar quarter which, as determined in
accordance with criteria prescribed by the Secretary, is received
too infrequently or irregularly to be included, if such income so
received does not exceed $60 in such quarter, and (B) the total
earned income of such individual (and such spouse, if any) in a
calendar quarter which, as determined in accordance with such
criteria, is received too infrequently or irregularly to be included,
if such income so received does not exceed $30 in such quarter;

(4) (A) if such individual (or such spouse) is blind (and has
not attained age 65, or received benefits under this title (or aid
under a State plan approved under section 1002 or 1602) for the
month before the month in which he attained ag. 65), (i) the first
$780 per year (or proportionately smaller amounts for shorter
periods) of earned income not excluded by the preceding para-
graphs of this subsection, plus one-half of the remainder thereof,
(ii) an amount equal to any expenses reasonably attributable to
the earning of any income, and (iii) such additional amounts of

I In addition to the exclusions specified here, see section 2(h) of the Housing Author-
lzation Act of 1976 which appears in this document on page 77S.

1 Subparagraph (B) added by section 9 of Public Law 94-202 and was amended by see.
6(g) (3) of P.L. 96-473.
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other income, where such individual has a plan for achieving
self-support approved by the Secretary, as may be necessary for
the fulfillment of such plan,

(B) if such individual (or such spouse) is disabled but not
blind (and Ihs not attained age 65, or received benefits under this
title (or aid under a State plan approved under section 1402 or
1602) for the month before the month in which he attained age
65), (i) the first $780 per year (or proportionately smaller
amounts for shorter periods) of earned income noi excluded by
the preceding ,paragraphlL of this NO&"ec-t.ion, (ii) such additional
amounts of earned income of stiei individual (for purposes of
determining the amount. of his or her benefits under this title and
of determining his or her eligibility for such benefits for consecu-
tive months of eligib lity after t-he initial month of such eligibil-
ity), if such individual's di.-ability is sufficiently ,wvere to result
in a functional limitation requiring assistance in order for him to
work, as may be necessary to lrpy the costs (to such individual) of
attendant care services, medical devices, equipment, prostheses,
antd similar items and services (not including routine drugs or
routine medical .srvices unless such drugs or services are necessary
for the control of the. disabling condition) which are necessary (as
determined by the Secretary in regulations) for that purpose,
whether or not such a.-ssistance is also needed to enable him to
carry out his normal daily functions, excel that the amounts
to be excluded shall be subject to such reasonable limits as the
Secretary may piescribe. (iii) one-half of the amount of earned
income not excluded after the application of t-he preceding pro-
visions of this subpa ragraph, and (iv) such additional amounts of
other income, where such individual has a plan for achieving self-
support approved by the Secretary, as may be necessary for the
fulfillment of such plan, or 1

(C) if such individual (or such spouse) has attained age 65
and is not included under subparagraph (A) or (B), the first
$780 per year (or proportionately smaller amounts for shorter
periods) of earned income not excluded by the preceding para-
graphs of this subsection, plus one-half of the remainder thereof;

(5) any amount received from any public agency as a return
or refund of taxes paid on real property or on food purchased
by such individual (or such spouse) ;

(6) assistance, furnished to or on behalf of such individual
(and spouse), which is based on need and furnished by any State
or political subdivision of a State; 2

(7) any portion of any grant, scholarship, or fellowship

SSubpar. (B) was amended by sec. 302 of P.L 96-265 effective December 1980.
2 Par. (6) was amended by see. 505(b) of P.R 94-566.
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received for use in paying the cost of tuition and fees at any edu-
cational (including technical or vocational education) institution;

(8) home produce of such individual (or spouse) utilized by the
household for its own consumption;

(9) if such individual is a child one-third of any payment for
his support received from an absent parent;

(10) any amomits received for the foster care of a child who
is not an eligible individual but who is living in the same home
as such individual and was placed in such home by a public or
nonprofit private child-placement or child-care agency;

(11) assistance received under the Disaster Relief Act of 1974
or other assistance provided pursuant to a Federal statute on
account of a catastrophe which is declared to be a major disaster
by the President; and 1

(12) interest income received on assistance funds referred to
in paragraph (11) within the 9-month period beginning on the

P 1ar. (11) was added by see. 2 of P.L. 94-331 and Is effective only in the case of catas-
trophies taking place after June 1, 1976. See excerpt from P.L. 94-331 on p. 777.
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date such funds are received (or such longer periods as the Sec-
retary shall by regulations prescribe in cases where good cause
is shown by the individual concerned for extending such period).'

Resources

Exclusions From Resources

See. 1613. (a) In determining the resources of an individual (and
his eligible spouse, if any) there shall be excluded-

(1) the home (including the land that appertains thereto);'
(2) household goods, personal effects, and an automobile, to

the extent that their total value does not exceed such amount as
the Secretary determines to be reasonable;

(3) other property which, as determined in accordance with
and subject to limitations prescribed by the Secretary, is so essen-
tial to the means of self-support of such individual (and such
spouse) as to warrant its exclusion;

(4) such resources of an individual who is blind or disabled
and who has a plan for achieving self-support approved by the
Secretary, as may be necessary for the fulfillment of such plan;

(5) in the case of Natives of Alaska, shares of stock held in a
Regional or a Village Corporation, during the period of twenty
years in which such stock is inalienable, as provided in section
7(h) and section 8(c) of the Alaska Native Claims Settlement
Act; and

(6) assistance referred to in section 1612(b) (11) for the
9-month period beginning on the date such funds are received
(or for such longer period as the Secretary shall by regulations
prescribe in cases where good cause is shown by the individual
concerned for extending such period); and, for purposes of this
paragraph, the term "assistance" includes interest thereon which
is excluded from income under section 1612(b) (12).'

In determining the resources of an individual (or eligible spouse) an
insurance policy shall be taken into account only to the extent of its
cash surrender value; except that if the total face value of all life
insurance policies on any person is $1,500 or less, no part of the value
of any such policy she1! be taken into account.

Disposition of Resources

(b) The Secretary shall prescribe the period or periods of time
within which, and the manner in which, various kinds of property
must be disposed of in order not to be included in determining an indi-
vidual's eligibility for benefits. Any portion of the individual's bene-

"Paragraph (12) was added by see. 8(a) of P.L. 95-171.
'Paragraph (I) was amended by section 5 of P.L. 94-569.
'Paragraph (6) was added by sea. 9(a) of P.L- 95-111.
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fits paid for any such period shall be conditioned upon such disposal;
and any benefits so paid shall (at the time of the disposal) be con-
sidered overpayments to the extent they would not have been paid
had the disposal occurred at the beginning of the period for which
such benefits were paid.

Meaning of Terms

Aged, Blind, or Disabled Individual

Sec. 1614. (a) (1) For purposes of this title, the term "aged, blind,
or disabled individual" means an individual who-
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(A) is 65 years of age or older, is blind (as determined under
* paragraph (2)), or is disabled (as determined under paragraph

(3)), and
(B) is a resident of the United States, and is either (i) a

citizen or (ii) an alien lawfully admitted for permanent residence
or otherwise permanently residing in the United States under
color of law (including any alien who is lawfully present in the
United States as a result of the application of the provisions of
section 203(a) (7) or section 212(d) (5) of the Immigration and
NationaLty Act).

(2) An individual shall be considered to be blind for purposes
of this title if he has central visual acuity of 20/200 or less in the
better eye with the use of a correcting lens. An eye which is accom-
panied by a limitation in the fields of vision such that the widest diam-
eter of the visual field subtends an angle no greater than 20 degrees
shall be considered for purposes of the first sentence of this sub-
section as having a central visual acuity of 20/200 or less. An individ-
ual shall also be considered to be blind for purposes of this title if
he is blind as defined under a State plan approved under title X or
XVI as in effect for October 1972 and received aid under such plan
(on the basis of blindness) for December 1973, so long as he is con-
tinuously blind as so defined.

* (3) (A) An individual shall be considered to be disabled for pur-
poses of this title if he is unable to engage in any substantial gainful
activity by reason of any medically determinable physical or mental
impairment which can be expected to result in death or which has
lasted or can be expected to last for a continuous period of not less
than twelve months (or, in the case of a child under the age of 18,
if he suffers from any medically determinable physical or mental
impairment of comparable severity).

(B) For purposes of subparagraph (A), an individual shall be
determined to be under a disability only if his physical or mental
impairment or impairments are of such severity that he is not only
unable to do his previous work but cannot, considering his age, educa-
tion, and work experience, engage in any other kind of substantial
gainful work which exists in the national economy, regardless of
whether such work exists in the immediate area in which he lives, or
whether a specific job vacancy exists for him, or whether he would
be hired if he applied for work. For purposes of the preceding sen-
tence (with respect to any individual), "work which exists in the
national economy" means work which exists in significant numbers
either in the region where such individual lives or in several regions
of the country.
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(C) For purposes of this paragraph, a physical or mental impair-
ment is an impairment that results from anatomical, physiological, or
psychological abnormalities which are demonstrable by medically ac-
ceptable clinical and laboratory diagnostic techniques.

(D) The Secretary shall by regulations prescribe the criteria for
determining when services performed or earnings derived from serv-
ices demonstrate an individual's ability to engage in substantial gain-
ful activity. In determining whether an individual is able to engage
in substantial gainful activity by reason of his earnings, where his
disability is sufficiently severe to result in a functional limitation re-
quiring assistance in order for him to work, there shall be excluded
from such earnings an amount equal to the cost (to such individual)
of any attendant care services, medical devices, equipment, prostheses,
and similar items and services (not including routine drugs or routine
medical services unless such drugs or services are necessary for the
control of the disabling condition) which are necessary (as deteramined
by the Secretary in regulations) for that purpose, whether or not such
assistance is also needed to enable him to carry out his normal daily
functions; except that the amounts to be excluded shall be subject to
such reasonable limits as the Secretary may plieribe. Notwithstand-
ing the provisions of subparagraph (B), an individual whose services
or earnings meet such criteria, except for purposes of subparagraph
(F) or paragraph (4), shall be found not to be disabled.,

(E) Notwithstanding the provisions of subparagraphs (A)
through (D), an individual shall also be considered to be disabled
for purposes of this title if he is permanently and totally disabled
as defined under a State plan approved under title XIV or XVI
as in effect for October 1972 and received aid under such plan (on
the basis of disability) for December 1973 (and for at least one month
prior to July 1973), so long as he is continuously disabled as so
defined.

(F) For purposes of this title, an individual whose trial work period
has ended by application of paragraph (4) (D) (i) shall, subject to
section 1611 (e) (4), nonetheless be considered (except for purposes of
section 1631(a) (5)) to be disabled through the end of the month pre-
ceding the termination month. For purposes of the preceding sentence,
the termuhiition inonth for any individual shall be the earlier of (i)
the earliest month after the end of such period of trial work with
respect to which such individual is determined to no longer be suffer-
ing from a disabling physical or mental impairment, or (ii) the first
month, after the period of 1.5 consecutive months following the end
of such period of trial work, in which such individual engages in or is
determined to be able to engage in substantial gainful activity.'

S Subpar. (Do was amended Dy sees. 302 and :303 of P.i,. 96-265 effective December MObo.
S Subpar. (F1 was added by see. 303 of P.L. 96--'5 effective lecember 1980.
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(4) (A) For purposes of this title, any services rendered during a
period of trial work (as defined in subparagraph (B)) by an indi-
vidual who is an aged, blind, or disabled individual solely by reason
of disability (as determined under paragraph (3) of this subsection)
shall be deemed not to have been rendered by such individual in de-
terxninig whether his disability has ceased in a month during such
period. As used in this paragraph, the term "services" means activity
which is performed for remuneration or gain or is determined by the
Secretary to be of a type normally performed for remuneration or
gain.

(B) The term "period of trial work", with respect to an individual
who is an aged, blind, or disabled individual solely by reason of dis-
ability (as determined under paragraph (3) of this subsection), means
a period of months beginning and ending as provided in subpara-
graphs (C) and (D).

(C) A period of trial work for any individual shall begin with the
month in which he becomes eligible for benefits under this title on the
basis of his disability; but no such period may begin for an individual
who is eligible for benefits under this title on the basis of a disability
if he has had a previous period of trial work while eligible for benefits
on the basis of the same disability.

(D) A period of trial work for any individual shall end with the
close of whichever of the following months is the earlier:

(i) the ninth month, beginning on or after the first day of
such period, in which the individual renders services (whether
or not such nine months are consecutive) ; or

See. 1614(a)
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(ii) the month in which his disability (as determined under
paragraph (3) of this subsection) ceases (as determined after
the application of subparagraph (A) of this paragraph).

Eligible Spoum

(b) For purposes of this title, the term "eligible spouse" means an
aged, blind, or disabled individual who is the husband or wife of
another aged, blind, or disabled individual and who has not been
living apart from such ocher aged, blind, or disabled individual for
more than six months. If two aged, blind, or disabled individuals are
husband and wife as described in the preceding sentence, only one of
them may be an "eligible individual" within the meaning of section
1611 (a).

Definition of Child
(c) For purposes of this title, the term "child" means an individual

who is neither married nor (as determined by the Secretary) the head
of a household, and who is (1) under the age of eighteen, or (2) under
the age of twenty-two and (as determined by the Secretary) a student
regularly attending a school, college, or university, or a course of
vocational or technical training designed to prepare him for gainful
employment.

Determination of Marital Relationships
(d) In determining whether two individuals are husband and wife

for purposes of this title, appropriate State law shall be applied;
except that-

(1) if a man and woman have been determined to be husband
and wife under section 216(h) (1) for purposes of title II they
shall be considered (from and after the date of such determina-
tion or the date of their application for benefits under this title,
whichever is later) to be husband and wife for purposes of this
title, or

(2) if a man and woman are found to be holding themselves
out to the community in which they reside as husband and wife,
they shall be so considered for purposes of this title notwith-
standing any other provision of this section.

United States

(e) For purposes of this title, the term "United States", when used
in a geographical sense, means the 50 States and the District of
Columbia.

em9



Income and Resources of Individuals Other Than Eligible Individuals and
Eligible Spouses

(f) (1) For purposes of determining eligibility for and the amount
of benefits for any individual who is married and whose spouse is liv-
ing with him in the same household but is not an eligible spouse, such
individual's income and resources shall be deemed to include any
income and resources of such spouse, whether or not available to
such individual, except to the extent determined by the Secretary to
be inequitable under the circumstances.

(2) For purposes of determining eligibility for and the amount of
benefits for any individual who is a child under age 18, such indi-
vidual's income and resources shall be deemed to include any income
and resources of a parent of such individual (or the spouse of such -
parent) who is living in the same household as such individual,
whether or not available to such individual, excepi)t to the ex-tent de-
ternined by the Secretary to be inequitable under the circumstances.1

(3) For l•Uiiroses of determining eligibility for and the amount of
be.nelits for any individual who is an alien. such individuals income
a4id re.-ou'res :hall be deemed to include the income and resources of
his sponsor and such sponsor's spouse (if such alien has a sponsor) as
provided in .-ection 1621. Any such income deemed to be income of such
individual shall be treated as unearned income of such individual.2

Rehabilitation Services for Blind and Disabled Individuals

Sec. 1615. (a) In the case of any blind or disabled individual who-
(1) has not attained age 65, and
(2) is receiving benefits (or with respect to whom benefits are

paid) under this title,
the Secretary shall wake provision for referral of such individual to
the appropriate State agency administering the State plan for voca-
tional rehabilitation services approved under the Vocational Rehabili-
tation Act, or. in the case of any such individual who has not attained
age 16, to the appropriate State agency administering the State plan
under subsection (b) of this section, and (except in such cases as he
may determine) for a review not less often than quarterly of such indi-
vidual's blindness or disability and his need for and utilization of the
services made available to him under such plan.

(b) (1) The Secretary shall by regulation prescribe criteria for
approval of State plans for-

(A) assuring appropriate counseling for disabled children
referred pursuant to subsection (a) and their families,

Subloar. *2" was ameuded by see. 203 of P.L 96-265. See excerpt from that Act for
.aViiags clause.

-Subpar. (3) was added by see. 5(4 of P.L 96-265 effective Oct. 1. 1980.
2 See. 1615 was amended by see. 501 of P.L. 94-566.
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(B) establishment of individual service plans for such dis-
abled children, and prompt referral to appropriate medical
educational, and social services,

(C) monitoring to assure adherence to such service plans, and
(D) provision for such disabled children who are 6 years of

age and under, or who have never attended public school and
require preparation to take advantage of public educational serv-
ices, of medical, social, dev elopmental, and rehabilitative services,
in cases where such services reasonably promise to enhance the
child's ability to benefit from subsequent education or training,
or otherwise to enhance his opportunities for self-sufficiency or
self-support as an adult.

(2) Such criteria shall includep-
(A) administration-

(i) by the agency administering the State plan for
crippled children's services under title V of this Act, or

(ii) by another agency which administers programs
providing services to disabled children and which the
Governor of the State concerned has determined is
capable of administering the State plan described in the
first sentence of this subsection in a more efficient and
effective manner than the agency described in clause (i)
(with the rearans for such determination being set forth
in the State plan described in the first sentence of this
subsection) ;

(B) coordination with other agencies serving disabled
children; and

(C) establishment of an identifiable unit within such
agency which shall be responsible for carrying out the plan.

(c) Every individual age 16 or over with respect to whom the Secre-
tary is required to make provision for referral under subsection (a)
shall accept such services as are made available to him under the State
plan for vocational and rehabilitation services approved under the
Vocational Rehabilitation Act; and no such individual shall be an
eligible individual or eligible spouse for purposes of this title if he
refuses without good cause to accept services for which he is referred
under subsection (a).

(d) The Secretary is authorized to pay to the State agency adminis-
tering or supervising the administration of a State plan for vocational
rehabilitation services approved under the Vocational Rehabilitation
Act the costs incurred under such plan in the provision of rehabilita-
tion services to individuaLs referred for such services pursuant to sub-
section (a).

(e) (1) The Secretary shall, subject to the limitations impowd by
paragraphs (2) and (3). pay to the State agency administering a State
plan of a State undler subsection (b) of this section. the costs incurred
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each fiscal year which begins after September 30, 1976, and ends prior ,
to October 1, 1982, in carrying out the State plan approved pursuant
to such subsection (b).

(2) (A) Of the funds paid by the Secretary with respect to costs,
incurred in any State, to which paragraph (1) applies, rot more than
10 per centum thereof shall be paid with respect to costs incurred with
respect to activities described in subsection (b) (1) (A), (B), and (C).

(B) Whenever there are provided pursuant to this section to any
child services of a type which is appropriate for children who are not
blind or disabled, there shall be disregarded for purposes of com-
puting any payment with respect thereto under this subsection, so
much of the costs of such services as would have been incurred if the
child involved had not been blind or disabled.

(C) The total amount payable under this subsection for any fiscal
year, with respect to services provided in any State, shall be reduced
by the amount by which the sum of the public funds expended (as
determined by the Secretary) from non-Federal sources for services
of the type involved for such fiscal year is less than the sum Uf such
funds expended from such sources for services of such type for the fis-
cal year ending June 30, 1976.

(3) No payment wider this subsection with respect to costs incurred
in providing services in any State for any fiscal year shall exceed an
amount which bears the same ratio to $30,000.000 as the under age 7
population of such State (and for purposes of this section the District
of Columbia shall be regarded as a State) bears to the under age 7
population of the fifty States and the District of Columbia. The Sec-
retary shall promulgate the limitation applicable to each State for
each fiscal year under this paragraph on the basis of the most recent
satisfactory data available from the Department of Commerce not
later than 90 nor earlier than 270 days before the beginning of such
year. 1

Optional State Supplementation

Sec. 1616. (a) Any cash payments which are made by a State
(or political subdivision thereof) on a regular basis to individuals
who are receiving benefits under this title or who would but for their
income be eligible to receive benefits under this title, as assistance
based on need in supplementation of such benefits (as determined
by the Secetary), shall be excluded under section 1612(b) (6) in de-
termining the income of such individuals for purposes of this title
and the Se.cretary and such State may enter into an agreement which
satisfies subsection (b) under which the Secretary will, on behalf of
such State (or subdivision) make such supplementary payments to all
such individuals.

1Su.l,.,t.tion rede-sgignated 4e) and amended loy sec. 304 of .1.1, 46 .272.
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(b) Any agreement between the Secretary and a State entered into
under subsection (a) shall provide-

(1) that such payments will be made (subject to subsection
(c)) to all individuals residing in such State (or subdivision) who
are receiving benefits under this title, and

(2) such other rules with respect to eligibility for or amount
of the supplementary payments, and such procedural or other gen-
eral administrative provisions, as the Secretary finds necessary
(subject to subsection (c)) to achieve efficient and effective admin-
istration of both the prograin which he conducts under this title
and the optional State supplementation.

(c) (1) Any State (or political subdivision) making supplementary
payments described in subsection (a) may at its option impose as a
condition of eligibility for such payments. and include in the State's
agreement with the Secretary under such subsection. a residence re-
quirement which excludes individuals who have resided in the State
(or political subdivision) for less than a minimum period prior to
application for such payments.

(2) Any State (or political subdivision), in determining the eligi-
bility of any individual for supplementary payments described in sub-
section (a), may disregard amounts of earned and unearned income in
addition to other amounts whicln it is required or permitted to dis-
regard under this section in determining such eligibility, and shall in-
clude a provision specifying the amount of any such income that will
be disregarded, if any.

(3) Any State (or political sulxlivision) making supplementary pay-
ments described in subsection (a) shall have the option of making
such payments to individuals who receive benefits under this title
under the provisions of section 1619. or who would be eligible to re-
ceive such benefits but for their income.'

(d) Any State which has entered into an agreement with the Sec-
retary under this section which provides that the Secretary will, on
behalf of the State (or political subdivision), make the supplemen-
tary payments to individuals who are receiving benefits under this title
(or who would but for their income be eligible to receive such bene-
fits), shall, at such times and in such installments as may be agreed

SSubpar. (3) was addei by see. 201 of P.L. 96-265.
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* upon between the Secretary and such State, pay to the Secretary an
amount equal to the expenditures made by the Secretary as such sup-
plemoi,,ta ry aytlt.

The lialsillty of -ertain State. tinder this i-.-tatun i.s Iiiit,.d In sc. 401 orf P.L. :2 e;o:: as
follows :

Snc. 401. (a1 (1 ) The amount payable to the Secretary by a State for any fiscal year
purbuaInt to Its agreement or agreements under see. 1616 of the Social Security Act
shall n,,t excved the non-Federal share of expenditures as aid or as.ibtauce f,,r quarters
In the calendar year 1i72 under the plans of the State ;approved under tlthe., 1. X. XIV.
and XVI of the Social Security Act (as defined in sulisec. (e) of this section).

(2) Par. (1) of this .ub.sectlon shall only allply with respect to that js~rtion of the
-ujeplementary pa.,lnents made by the iecrctary on behalf of the State under .1ct
agreements in aay fiscal year which does not excec.I in the ca,,e of any individual the
difference beti een-

(A) the adjusted payment level under the 'tppropriate approved plan of -,uch
State as in .ffect for January 1972 (as defined in subsee. (tip of this section). -.nd

(B) the beaifits under title XVI )f the Social Security Act (subject to the *."4cind

sentence of this paragraph) plus income not e.xcluded under see. 16112(h) of such
Act in determhiniug .such benefits, paid to -ýuch individual in such fi.wal year.

and .hall not apply with r..•pect to supplementary payments to any individual who IlI
is not required by see. 1614; of buch Act to be included in any sutch agreement ad-
ministered by the Secretary and (ii) would have been inell.-ible (for ri.a.%ons other
than tncozn• for payments under the appropriate approved Stato plan .as in effect
for Jalnuary 1!972 In determining the difference betwen the le'el slieiified in suhpar.
4A) alnd the le.ttfit.s uhid inconim dte.rit'rld in s•hlijar. 111 there s•hail Iwe ex'luiletd
any lpart 4f ny sucih benefit n hiv'| reult.s front sland would no.t Ise ipa able but fori
:mIy 4 •st-of-livin.g izeretam'* in sith livttfit. tender -ec. 1617 of 't h Act tor awy
g.'.scral in'rea.,e ,z t.'o-fd by '.iw in t'he dollar anmounts referri-d tit in -mu1. e-4-tilsl I

bet.oming effective after June :;A. 1977. and before July 1. 1!,7K#. In determiain-
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(e) (1) Each State shall establish or designate one or more State
or local authorities which shall establish, maintain, and insure the
enforcement of standards for any category of institutions, foster
homes, or group living arrangements in which (as determined by the
State) a significant number of recipients of supplemental security
income benefits is residing or is likely to reside. Such standards shall
be appropriate to the needs of such recipients and the character of the
facilities involved, and shall govern such matters as admission poli-
cies, safety, sanitation, and protection of civil rights.

(2) Each State shall annually make available for public review,
as a part of the services program planning procedures established
pursuant to section 2004 of this Act, a summary of the standards
established pursuant to paragraph (1), and shall make available to

Ing the difference between the level specified in subparagraph (A) and the benefits and
income deacriLed in subparagraph (B) there shall be excluded any part of any such
benefit which results from (and would not be payable but for) any cost-of-living in-crease In such benefits under section 161iT of such Act (or any general increase enacted
by law In the dollar amounts reterred to in such section) becoming effective after
June 30, 1977.'

(b) (1) For purposes of subsection (a). the term "adJusted payment level under the
appropriate approved plan of a State as In effect for January 1972" means the amount
of the money payment which an individual with no other income would have received
under the plan of such State approved under title I, X. XIV, or XVI of the Social
Security Act, as may be appiopri':te. and in effect tor January 1u72; except that the
State may, at its option, increase such payment level with respect to any such plan
by an amount which does not exceed the sum of-

(A) a payment level modification (as defined in paragraph (2) of this subsec-
tion) with respect to such plan. and

(B) the bonus value of food stamps In such State for January 1972 (as defined
in paragraph (3) of this subsection).

(2) For purposes of paragraph (1). the term "payment level modification with
respect to any State plan means that amount by which tate which for January
1972 made money payments under such plan to individuals with no other Income which
were less than 100 per centum of its standard of need could have increased such money
payme-ts without increasing (if it reduced its standard of need under such plan so
that such increased money payments equaled 100 per centum of such standard of need)the non-Federal share of expenditures as aid or assistance for quarters in calendar
year 1972 under the plans of such State approved under titles INX. XIV. and XVI of
the Social Security Act.

(3) For purposes of paragraph (1). the term "bonus value of food stamps in a
State for January 1972" (with respect to an Individual) means--

(A) the face value of the coupon allotment which would have been Provided to
such an Individual under the Food Stamp Act of 1964 for January 1972. reduced
by(B) the charge which such an individual would have paid for such coupon

allotment.
it the Income of such Individual. for purposes of determining the charge it would hare
paid for its coupon allotment, had been equal to the adjusted payment level under the
State plan (including any payment level modification with respect to the Plan adopted
Pursuant to paragraph W2) (but not including any amount under this nararraph)).
The total face value of food stamps and the cost thereof in January 1972 shall be
determined in accordance with rules prescribed by the Secretary of Agriculture In effect
In such month.

(c) For purnoses of this section. the term "non-Federal share of expenditures as aid
or assistance for quarters in the calendar year 1972 tinder the plans of a State ap-
provre inder titles I. X. XIV. and XVI of the So.-ial Security Act" means the differ-
ence betweer-

(1) the total expenditures In such quarters tinder such plans for aid or as-
sistance (expenditures authorized under section 1119 of s'tch Act for repairing the
home of an individiial who wa. receiving aid or assistance tindpr one of such
plans (as such section was in effect prior to the enactment of this Act) I. and

(2) the total of the amounts determined ,under sections 3. 140.3. 1403 and
1603 of the Social Security Act. ,inder section 111R of such Act. and undpr section
9 of the Act of April 19. 1950. for such State with respect to such expenditures in
such quarters.

I Pararraph (2) was amended by section 504 of P.L. 94-566 and by section 2(b) of
P.L. 94-585.
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any interested individual a copy of such standards, along with the pro.
cedures available in the State to insure the enforcement of such stand-
ards and a list of any waivers of such standards and any violations of
such standards which have come to the attention of the authority re-
sponsible for their enforcement.

(3) Each State shall certify annually to the Secretary that it is in
compliance with the requirements of this subsection.

(4) Payments made under this title with respect to an individual
shall be reduced by an amount equal to the amount of any supplemen-
tary payment (as described in subsection (a)) or other payment made
by a State (or political subdivision thereof) which is made for or on
account of any medical or any other type of remedial care provided by
an institution of'the type described in paragraph (1) to such indi-
vidual as a resident or an inpatient of such institution if such institu-
tion is not approved as meeting the standards described in such
paragraph by the appropriate State or local authorities.1

Cost-of-Living Adjustments in Benefits

Sec. 1617. Wh-enever benefit amounts under title II are increased
by any percentage effective with any month as a result of determina-
tion made under section 215)(i), each of the doilar amounts in effect

* for such month under subsections (a) (1) (A). (a) (2) (A), (b) (1).
(b) (2) of section 1611, and subsection (a) (1) (A) of section 211 of
Public Law 93-66, as specified in such subsections or as previously
increased under this section. shall be increased by the same percentage
(and rounded, when not a multiple of $1.20. to the next higher multi-
ple of $1.20), effective with respect to benefits for months after such
month: and such dollar amounts as so increased shall be published in
the Federal Register together with, and at the same time as. the mate-
rial required by section 215(i) (2) (D) to be publishlied therein by
reason of such determination.

Operation of State Supplementation Programs

Sec. 1618 (a) In order for any State which makes supplementary
payments of the type described in section 1616(a) (including pay-
ments pursuant to an agreement entered into under section 212(a)
of Public Law 93-66), on or after June 30, 1977, to be eligible for
payments pursuant to title XIX with respect to expenditures for
any calendar quarter which begins-

(1) after June 30, 1977, or, if later,
(2) after the calendar quarter in which it first makes such

supplementary payments,

• 'Subsection (e) was added effective October 1, 197? by section 505(d) ot P.A 04-•6&.
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such State must have in effect an agreement with the Secretary
whereby the State will-

(3) continue to make such supplementary payments, and
(4) maintain such supplementary payments at levels which

are i:ot lower than the levels of such payments in effect in Decem-
ber 1976, or. if no such payments were made in that month, the
levels for the first subsequent month in which such payments
were made.

(b) The Secretary shall not find that a State has failed to meet
the requirements imposed by paragraph (4) of sub.section (a) with
respect to the levels of its supplementary payments for a particular
month or months if the State's expenditures for such payments in
the twelve-month period (within which such ionoth or months fall)
beginning on the effective date of any increase in the level of sup-
plemental security income benefits pursuant to section 1617 are not
less than its expenditures for such payments in the preceding twelve-
month period.1

Benefits for Individuals Who Perform Substantial Gainful
Activity Despite Severe Medical Impairment 2

Sec. 1619. (a) Any individual Wl1o is an eligil~hh individual (or
eligible spouse) by reason of being under a disability and was eligi-
ble to receive benefits under section 1611(b) or under this section for
the month preceding the month for which eligibility for benefits
under this section is now being determined, and who would other-
wise be denied benefits by reason of section 1611(e) (4) or ceases to be
an eligible individual (or eligible spouse) because his earnings have
demonstrated a capacity to engage in substantial gainful activity.
shall nevertheless qualify for a monthly benefit equal to an amount
determined under actionn 1611 (b) (1) (or, in the case of an individual
who has an eligible spouse. under section 1611 (b) (2) ), and for pur-
poses of titles XLX and XX of this Act shall be considered a dis-
abled individual receiving supplemental security income benefits
under this title, for so long as the Secretary determines that-

(1) such individual continues to have the di-abling physical
or mental impairment on the basis of which such individual
was found to be under a disability, and continues to meet all
non-disability-related requirements for eligibility for benefits
under this title; and

(2) the income of such individual, other than income excluded
pursuant to section 1612(b), is not equal to or in excess of the
amount which would cause him to be ineligible for payments

It S 1618 was added by sew. 2(a) of P.L -.

- This section was added by -t.. 201(a) of 1... t.0-265 effective for the period Jan. 1.
1981-Dee. 31, 19S3. See. 201(e) of P.L. 96-265 reads: "(e) The Secretary shall provide
for separate accounts with re,.Ilect to the benefits iayabie by reason of the amendments
made by ,%ubtiections (a) and i41) so as to provide for evaluation of the effects of .tuch
amendments on the programs established by titles i1. XVI. XIX. and XX of the Social
Security Act."

396See., 1618(a)
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under section 1611(b) (if he were otherwise eligible for such
payments).

(b) For purposes of titles XIX and XX. any individual under age
65 who. for the month. preve'd(ing the first. month in tie. period to
which this sub.-et ion applies, received-

(i) a payment of supplemental ,--rcurity income benefits under
section 1611(b) on the basis of blindness or disability,

(ii) a supplementary payment under section 1616 of this Act
or under -ection 212 of Public Law 93--66 on such basis.

(iii) a payment of monthly benefits under subsection (a). or
(iv) a supplementary payment under secttion 1616(c) (3),

shall be considered to be a blind or disabled individual receiving
supplemental security income benefits for so long as the Secretary
determines under regulations that-

(1) such individual continues to be blind or continues to have
the disabling phyl.-ical or mental impairment on the basis of which
he was found to be under a disability and. except for his earnings,
continues to meet all non-disability-related rMjuiemments for eligi-
bility for benefits under this title;

('2) the income of such individual would not, except for his
earnings, be equal to or in excess, of the amount which would
cau:e him to be ineligible for loaylikents mmider •.tion 1611(Ib) (if
he were otherwise eligible for Iuch payments);

(3) the termination of eligibility for benefits under title XIX
or XX would seriously inhibit his ability to continue his employ-
muent; -ind

(4) such individual's earnings are .ot sufficient to allow him
to provide for himself a reasonable equivalent of the benefits
under this title and titles XIX and XX which would be available
to him in the absence of such earnings.
Medical and Social Services for Certain Handicapped

Persons '
Sec. 1620. (a) There are authorized to loe al)l)rop)riatled -Iulh :-tll.,

as may be necessary to es-tablish and carry out a 3-year Federal-State
pilot program to provide medical and social services for certain handi-
capped individuals in accordance with this section.

(b) (1) The total sum of $1*,.(0.(.00 shall be allotted to the States
for such program by the Secretary,. during the period beginning Sep-
tember 1. 1981. and ending September 30. 19IS4, as follows:

(A) The total -umn of $6.00.000 shall be allotted to the States
for the fiscal year ending September 30, 19S2 (which for purposes
of this section shall include the month of September 1981).

(B) The total sum of $6.000.000. plus any amount remaining
available (after the applicat ion of paragraph (4) ) from the allot-

.Sec%. 16_"O %as added b.#. -wc. "I' 14 v-i of P.L. I jG ;.'G5.
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ment made under subparagraph (A), shall be allotted to the
States for the fiscal year ending September 30, 1983.

(C) The total sum of $6.000,000, plus any amount remaining
available (after the application of paragraph (4)) from the allot-
ments made under subparagraphs (A) and (B), shall be allotted
to the States for the fiscal year ending September 30, 1984.

(2) The allotment to each State from the total sum allotted under
p~aragraph (1) for any fiscal year shall bear the same ratio to such
total sum as the number of individuals in such State who are over age
17 and under age 65 and are receiving supplemental security income
benefits as disabled individuals in such year (as determined by the
Secretary on the basis of the most recent data available) bears to
the total number of such individuals in all the States. For purposes
of the preceding .-Wntence. the term "'supplemntental security income
bemuletits" includes payments made uir.suant to an agreement tinder
section 1616(a) of this Act or under section 212(b) of Public Law
93-66.

(0) A.t the beginning of each fiscal year in which the pilot program
under this .-ection is in effect. each State that does not intend to use
the allotment to which it is entitled for such year (or any allotment
which was made to it for a prior fiscal year). or that does not intend
to uime the full amount of any such allotment, shall certify to the
Secretary the amount of such allotmnent which it does not intend to use,
and the State's allotment for the fiscal year (or years) involved shall
thereupon be reduced by the amount so certified.

(4) The portion of the total amount available for allotment for
any palricular fiscal year under paragraph (1) which is not allotted
to States for that year by reason of paragraph (3) (plus the amount
of any reductions made at the beginning of such year in the allot-
ments of States for prior fiscal years under paragraph (3)) shall be
reallocated in such manner as the Secivtary may determine to be. ap-
propriate to States which need, and will use. additional assistance
in providing services to ,everely handicapped in(lividuals in that
particular year under their approved plans. Any amount reaellocated
to a State under this paragraph for use in a particular fisc-l year
shall be treated for purposes of this section as increasing such State's
allotment for that year by an equivalent amount.

(c) In order to participate in the pilot program and be eligible to
receive payments for any period under subsection (d), a State (during
such period) must have a plan, approved by the Secretary as meeting
the requirements of this section. which provides medical and .mial
services for severely handicapped individuals whose earnings are
above the level which ordinarily demonstrates an ability to engage
in substantial gainful activity and who are not receiving benefits under
section 1611 or 1619 or assistance under a State plan approved under
section M14•2. and which-

See. 1620(b)
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(1) declares the intent of the State to participate in the pilot
* program;

(2) designates an appropriate State agency to administer or
supervise the administration of the program in the State;

(3) describes the criteria to be applied by the State in deter-
mining the eligibility of any individual for assistance under the
plan and in any event requires a determination by the State agency
to the effect that (A) such individual's ability to continue his
employment would be significantly inhibited without such assist-
ance and (B) such individual's earnings are not sufficient to allow
him to pro-ide for himself a reasonable equivalent of the cash
and other benefits that would be available to him under this title
and titles XIX and XX in the absence of those earnings;

(4) describes the process by which the eligibility of individuals
for such assistance is to be. determined (and such process may not
involve the performance of functions by any State agency or
entity which is engaged in making deterininat ions of disability
for purposes of disability insurance or supplemental security in-
come benefits ex-cept when the use of a different, agency or entity
to perform those functions would not be feasible) ;

(5) describes the medical and social services to be provided
under the plan:

(6) describes the manner in which the medical and social
services involved are to be provided and, if they are not to be
provided through the State's medical assistance and social serv-
ices programs under titles XIX and XX (with the Federal pay-
ments being inade under subsection (d) of this section rather
than under those titles). specifies the particular mechanis.ms and
procedures to be ued in providing such services; and

(7) contains such other provisions as the Secretary may find
to be necessary' or appropriate to meet the requirements of this
section or otherwise carry out its purpose.

The plan under this section may be developed and submitted as a
separate State plan, or may be submitted in the form of an amend-
ment to the State's plan under section 2003 (d) (1).

(d) (1) From its allotment under subsection (b) for any fiscal year
(and any amounts remaining available from allotments made to it
for prior fiscal years), the Secretary shall from time to time pay to
each State which has a plan approved under subsection (c) an amount
equal to 75 per centum of the total sum expended under such plan
(including the cost of administration of such plan) in providing medi-
cal and social services to severely handicapped individuals who are

* eligible for such services under the plan.
(2) The method of computing and making payments under this

section shall be as follows:

Sec,. 1620(d)397-B



(A) The Secretary shall, prior to each period for which a
payment is to be made to a State, estimate the amount to be paid
to the State for such period under the provisions of this section.

(B) From the allotment available therefor, the Secretary shall
pay the amount so estimated, reduced or increased, as the case may
be, by any sum (not previously adjusted under this subsection)
by which he finds that his estimate of the amount to be paid the
State for any prior period under this section was greater or less
than the amount which should have been paid to the State for
such period under this section.

(e) Within nine months after the date of the enactment of this
section, the Secretary shall prescribe and publish such regulations as
may be necessary or appropriate to carry out the pilot program and
otherwise implement this section.

(f) Each State participating in the pilot program under this sec-
tion shall from time to time report to the Secretary on the operation
and results of such program in that State, with particular emphasis
upon the work incentive effects of the program. On or before October 1.
1983, the Secretary shall submit to the Congress a report on the pro-
gram, incorporating the information contained in the State reports
along with his findings and recommendations.

Attribution of Sponsor's Income and Resources to Aliens'

Sec. 1621. (a) For purposes of determining eligibility for and the
amount of benefits under this title for an individual who is an
alien, the income and resources of any person who (as a sponsor of
such individual's entry into the United States) executed an affidavit
of support or similar agreement with respect to such individual, and
the income and resources of the sponsor's spouse. shall be deemed to
be the income and resources of such individual (in accordance with
subsections (b) and (c)) for a period of three years after the individ-
ual's entry into the United States. Any such income deemed to be
income of such individual shall be treated as unearned income of
such individual.

(b) (1) The amount of income of a sponsor (and his spouse) which
shall be deemed to be the unearned income of an alien for any year
shall be determined as follows:

(A) The total yearly rate of earned and tuearned income (as
determined under section 1612(a)) of such sponsor and such
sponsor's spouse (if such spouse is living with the sponsor) shall
be determined for such year.

(B) The amount determined under subparagraph (A) shall be
reduced by an amount equal to (i) the inaxinimn amount of the
Federal benefit under this title for such year which would be

'See. 1621 was added by sec. 504 of P.L. 966 "±65 effective MIt. 1. 1tiO.
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* payable to an eligible individual who has no other income and
who does not have an eligible simitse (as determined under sec-
tion 1611(b)(1)). plus (ii) one-half of the amount determined
under clause (i) nmultiplied by the number of individuals who
are dependents of such sponsor (or such sponsors spouse if such
spouse is living with the sponsor). other than such alien and
such alien's spouse.

(C) The amount of income which shall be denied to lw un-
earned incoine of such alien shall be at a yearly rate e(inal to
the amount deterntiined under subparagrapd (B). The period for
deteriIination of such amount. shall !e the sanie as the perioxl
for determination of b-enefits under section 1611 (0)'

(2) The amount of resources of a sponsor (and his spotise) which
shall ,b deemed to be the resources of an alien for any year shall b,
determined as follows:

(A) The total amount of the Ires..o1rces (as. (ete'rlNined under
section 1613) of such sponsor and siiih sj•nh..,or"s spouse (if such
spouse is living with the sponsor) shall Ix, determined.

(B) The amount. determined uItiiler sulloa n tgIntill h (A) ..-hall be
re:luced by an anmount equal to (i) $!,500 in the va.;4e of a spon-
sor who has no spouse with whom ihe is living. or (ii) $2.%50 in

* the case. of a sponsor who has a spouse with whom he is living.
(C) The resources of such sponsorr (and spouse) as determined

mider subparagrapihs (A) and (B) shall be deemed to be re-
sources of such alien in addition to any resources of such alien.

(c) In determining the amount of income of an alien during the
period of three years after such alien's ?nt.ry into the United States.
the reduction in dollar amounts otherwise required under section
1612(a) (2) (A) (i) shall not be applicable if such alien is living in the
household of a person who is a sponsor (or such sponsor's spouse) of
such alien, and is recei-ving support and maintenance in kind from
such sponsor (or spouse), nor shall support or maintenance fur-
nished in cash or kind to an alien by such alien's sponsor (to the
extent that it reflects income or resources which were taken into ac-
count in determining the amount of income and resources to be
deemed to the alien under subsection (a) or (b)) be considered to be
income of such alien under section 1612 (a) (2) (A).

(d) (1) Any individual who is an alien shall, during the period of
three years after entry into the United States, in order to be. an eligi-
ble individual or eligible spouse for purposes of this title. be re-
quired to provide to the Secretary such information and documenta-
tion with respect to his sponsor as may be necessary in order for the

* Secretary to make any determination required under this section.
and to obtain any cooperation from such sponsor nece.s.sary for any
such detennination. Such alien shall also be required to provide to

Sec. 1621(d)397-D
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the Secretary such information and documentation as the Secretary
may request and which such alien or his sponsor provided in sup-
port of such alien's iiiunigration ,aplplication.

(2) The Secretary shall enter into agreements with the Secretary
of State and the Attorney General whereby any information avail-
able to such persons and required in order to make any det-rnnina-
tion wider this section will be provided by such persons to the Secre-
tary, and whereby such p, rzons shall inform any spolnsr of an
alien, at. the time such sponsor executes an affidavit of support or
similar agreement. of the requirements imposed by this section.

(e) Any sponsor of an alien, and such alien. shall be jointly and
.)everably liable for an amount, equal to any overpayiment inade to
such alien during the period of three years after such alien's entry
into the United States, on account of such sponsor's failure to pro-
vide correct. information under the provisions of this section. except
where such sponsor was without fault. or where good cause for such
failure existed. Any such overpayment which is not. repaid to the
Secretary or recovered in accordance wit :ection 1631(b) .hall be
withheld from any .-ubsequent t)aymuent. to which such alien or such
sponsor is entitled under any provision of this Act.

(f) (I) The pro-isions of this ect ion :--hall not apply with re:=pevt
to any individual who is :•0 "'aged. blind. or di.-aloed individual" for
purpo_.e of this title by reason of blindness (as (leterwined under'
s-ection 1614(a) (2) ) or diz-ability (as deterinined under ..ection 1614
(a) (3)). froin and! after the onset of the imtipairmuent. ;f such blind-
ness or disability coinieenved after the date of such individual's ad-
mission into the United States for permanent residence.

(2) The provisions of this section shall not apply with respect to
any alien who is--

(A) ad.,itted to the United States as a result of the applica-
tion, prior to April 1. 1980. of the provisions of section 203(a) (7)
of the Imnmigration and Nationalit.v Act;

(B) admitted to the United States a., a result of the apilica-
tion. after March :31. WSo. of the provisions of -tction "207(c) (1)
of such Act;

(C) paroled into the United States as a refugee under section
"212(d) (5) of such Act: or

(D) granted political asylum by the Attorney (General.

Part B-Procedural and General Provisions

Payments and Procedures

Payment of Benefits

Sec. 16.31. (a) (1) llentefits under this title slhall be paid at such
time or times and in such installments as will best effectuate the pur-
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*poses of this title, as determined under regulations (and may in any
case be paid less frequently than monthly where the amount of the
monthly benefit would not exceed $10).

(2) Payments of the xenefit of aiiv individual may be made to any
such individual or to his eligi )le :pouse (If any) or partly to each, or,
if the Secretary deems it appropriate to any other person (including
:ani appropriate public or private aglencV) %% ho is interested in or con-
cerned with the welfare of such individual (or spouse). Notwith-
standing the provisions of the precedinig St(encet( . in the case of any
individual or eligible -pouse referred to in sect ion 1611 (e) (3) (A), the
Secretary s poall provide for znakiiig lpaylnents of the benefit to any
other person (illcludlilg an atlpropriate pilbliC or private agency) who
is interested in or concerned with the welfare of such individual (or
spouse).

(3) The Secretary may by re,.ulation establish ranges of incomes
within which a single amount of benefits under this title shall apply.

(4) The Secretary-
(A) may make to any individual initially applying for bene-

fits under this title who is presumptively eligible for such benefits
and wlho is fatced with finauicial eimerm'.remiv a cash .advance against
such benefits in an amount not exceeding $100; and

(B) may pay benefits under this title to an individual apply-
ing for such benefits on the b'tsis of disability or blindness for
a period not exceeding 3 months prior to the determination of
such individual's disability or blindness, if such individual is
presunlptively ,li-abled or blind and is determined to be other-
wisze eligible for such benefits. and any benefits so paid prior
to such determination shall in no event be considered overpay-
ments for purposes of subsection (b) solely because such indi-
vidual is determined not to be disabled or blind.,

(5) Payment of the benefit of any individual who is an aged, blind,
or disabled individual solely by reason of blindness (as determined
under section 1614(a) (2) ) or disability (as determined under section
1614(a) (3)), and who ceases to be blind or to be under such disability,
shall continue (so long as such individual is otherwise eligible)
through the second month following the month in which such blind-
ness or disability ceases.

(6) Notwithstanding any other provision of this title, payment of
the benefit of any individual who is an aged, blind, or disabled in-
dividual solely by reason of disability (as determined under section
1614(a) (3)) shall not be terminated or suspended because the physi-
cal or mental impairment, on which the individual's eligibility for

* such benefit is based, has or may have ceased, if-
(A) such individual is participating in an approved voca-

'Sutopar. 4 B I was amended by see. 4 of 1'.L. :.4-569.
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tional rehabilitation program under a State plan approved
under title I of the Rehabilitation Act of 1973. and

(B) the Commissioner of Social Security determines that the
completion of such program, or its continuation for a specified
period of time, will increase the likelihooxd that such individual
may (following his participation in such program) be perma-
nently removed from thie disability benefitt'

Overpayments and Underpayments

(b) (1) Whenever the Secretary finds that more or less than the cor-
rect amount of ixbnefits has been paid with respect to any individual,
proper adjustment or recovery shall, subject to the succeedimig provi-
sions of this subsection, be made by appropriate adjust tents in fut ure
payments to such individual or by recovery from or payment to such
individual or his eligible spouse (or by recovery from tile estate of
either). The Secretary shall make such provision as he finds appropri-
ate in the case of payment of more than the correct amount of benefits
with respect to an individual with a view to avoiding penalizing such
individual or his eligible spouse who was without fault in connection
with the overpayment, if adjustment or recovery onl account of such
overpayment in such case would defeat. the purposes of this title. or be
ag-aimst. equity or vou,.i ,.o m.ice. or (oi'au.-e of tile small amount
involved) imlljwde efficient. oIr ctlhti% e :adniinist ration of this title.

(2) In any case in which advance payments for a taxable year made
by all employers to an individual under section 3507 of the Internal
Revenue, Code of 1954 (relating to advance payment of earned income
credit) exceed the amount of such individual's earned income credit
allowable under section 43 of such Code for such year. so that such
individual is liable under section 43(g) of such Code for a tax equal
to such excess, the Secretary shall provide for an appropriate adjust-
inent of such individual's benefit amount under this title so as to pro-
vide, payment to such individual of an amount equal to the amount of
such benefits lost by siich individual on account of such excess advance
pa.winents• -

(3) For paynient. for which adjun.tiens are made by rva:.on of a
retroactive Imynment of benefits under title IT. see section 1127.

Hearings and Review

(c) (1) The Secretary is directed to make findings of fact, and
decisions als to the rights of any individual applying for payment
under this title. Any such decision by the Secretary which involves a
determination of disability and which is in whole or in part unfavor-
able to such individual shall contain a statement of the ca.se. in under-
standable. language. setting forth a discussion of the evidence, and stat-

I loar. i6l was added by .et,. 301 of Pr .. 6 265 r.ffectire Decemer lIIM)O.
oPar. 121 was ad.lded h) see. 111 of !'.1,. Ws; 122.

a This paragraph was added! by -wc. 5mh of P.Z.. 1,t;-'-e active July 11s4i awli %as rtd.s-
iguated as lar. (3) by bec. 6(hi of P.L. 96-473.

Sec. 1631 (a)
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ing the Secretary's determination and the reason or reasons upon which
W it is based.1 Thle S4crlary shall provide raunzable notice and oppor-

tunit.y fot a hearing to any individual who is or claims to be an eli-

l Tl'h iwo tenure wap addpd by sec. 3o5lbW of PL. 116 -20 effective July 1981.
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gible individual or eligible spouse and is in disagreement with any
determination under this title with respect to eligibility of such indi-
vidual for benefits. or the amount of such individual's benefits, if such
individual requests a hearing on the matter in disagreement within
sixty days after notice of such determination is received. and, if a hear-
ing is held, shall, on the basis of evidence adduced at the hearing
affirm, modify, or reverse his findings of fact and such decision. The
Secretary is further authorized, (n his own motion, to hold such hear-
ings and to conduct such investigations and other proceedings as he
may deem ciiicessary or proper for the administration of this title.
In the cour. of any hearing, investigation, or other proceeding, he
may administer oatlis and aflurirations. exanjine witnesses, and receive
evidence. Evidence may be received at any hearing before the Secre-
tary even though inadmissible under the rules of evidence applicable
to court procedure.

(2) Determination on the basis of such hearing, except to the extent
that the matter in disagreement involves a disability (within the mean-
ing of section 1614(a) (3)), shall be made within ninety days after the
individual requests the hearing as provided in paragraph (1).

(3) The final determination of the Secretary after a hearing under
paragraph (1) shall be subject to judicial review as provided in sec-
tion 205 (g) to the same extent as the Secretary's final determinations
under section 205.1

Procedures; Prohibitions of Assignments; Representation of Claimants
(d) (1) The provisions of section 207 and subsections (a), (d),

(e), and (f) of section 205 shall apply with respect to this part to the
same extent as they apply in the case of title II.

(2) The Secretary may prescribe rules and regulations governing
the recognition of agents or other persons, other than attorneys, as
hereinafter provided, representing claimants before the Secretary
under this title, and may require of such agents or other persons, before
being recognized as representatives of cdaimants, that they shall show
that they are of good character and in good repute, possessed of the
necessary qualifications to enable them to render such claimants valu-
able service, and otherwise competent to advise and assist such claim-
ants in the presentation of their cases. An attorney in good standing
who is admitted to practice before the highest court of the State,
Territory, District, or insular possession of his residence or before the
Supreme Court of the United States or the inferior Federal courts,
shall be entitled to represent claimants before the Secretary. The Sec-
retary may, after due notice and opportunity for hearing, suspend or
prohibit from further practice before him any such person, agent, or

I Section 1631 (c) was amended by section 1 of Public Law 94-202.
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attorney who refuses to comply with the Secretary's rules and regula-
tions or who violates any provision of this paragraph for which a
penalty is prescribed. The Secretary may, by rule and regulation,
prescribe the maximum fees which may be charged for services per-
formed in connection with any claim before the Secretary under this
title, and any agreement in violation of such rules and regulations
shall be void. Any person who shall, with intent to defraud, in any
manner willfully and knowingly deceive, mislead, or threaten any
claimant or prospective claimant or beneficiary under this title by
word, circular, letter, or advertisement, or who shall knowingly charge
or collect directly or indirectly any fee in excess of the maximum fee,
or make any agreement directly or indirectly to charge or collect any
fee in excess of the maximum fee. prescribed by the Secretary, shall be
deemed guilty of a misdemeanor and, upon conviction thereof, shall
for each offense be punished by a fine not exceeding $500 or by im-
prisonment not exceeding one year, or both.'

Applications and Furnishing of Information

(e) (1) (A) The Secretary shall, subject to subparagraph (B), pre-
scribe such requirements with respect to the filing of applications,
the suspension or termination of assistance, the furnishing of other

* data and material, and the reporting of events and changes in circum-
stances, as may be necessary for the effective and efficient administra-
tion of this title.

(B) The requirements prescribed by the Secretary pursuant to
subparagraph (A) shall require that eligibility for benefits under this
title will not be determined solely on the basis of declarations by the
applicant concerning eligibility factors or other relevant facts, and
that relevant information will be verified from independent or col-
lateral sources and additional information obtained as necessary in
order to assure that such benefits are only provided to eligible indi-
viduals (or eligible spouses) and that the amounts of such benefits are
correct.

(2) In case of the failure by any individual to submit a report of
events and changes in circumstances relevant to eligibility for or
amount of benefits under this title as required by the Secretary under
paragraph (1). or delay by any individual in submitting a report as
so required. the Secretary (in addition to taking any other action he
may consider appropriate under paragraph (1)) shall reduce any
benefits which may subsequently become payable to such individual
under this title by-.Section 1631(d) was amended by section 2 of Public Law 94-202. see excerpt from
section 3 of Public Law 94-202 (p•cge 771 of this document) with respect to hearing ex-
aminers appointed under former section 1631 (a) (2).
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(A) $25 in the case of the first such failure or delay,
(B) $50 in the case of the second such failure or delay, and
(C) $100 in the case of the third or a subsequent such failure

or delay,
except where the individual was without fault or good cause for such
failure or delay existed.

Furnishing of Information by Other Agencies

(f) The head of any Federal agency shall provide such informa-
tion as the Secretary needs for purposes of determining eligibility for
or amount of benefits, or verifying other information with respect
thereto.

Reimbursement to States for Interir Assistance Payments

(g) (1) Notwithstanding subsection (d) (1) and subsection (b) as
it relates to the payment of less than the correct amount of benefits,
the Secretary may, upon written authorization by an individual, with-
hold benefits due with respect to that individual and may pay to a
State (or a political subdivision thereof if agreed to by the Secretary
and the State) from the benefits withheld an amount sufficient to reim-
burse the State (or political subdivision) for interim assistance
furnished on behalf of the individual by the State (or political
subdivision).

(2) For purposes of this subsection, the term "benefits" with respect
to any individual means supplemental security income benefits under
this title, and any State supplementary payments under section 1616
or under section 212 of Public Law 93-66 which the Secretary makes
on behalf of a State (or political subdivision thereof), that the Secre-
tary has determined to be due with respect to the individual at the
time the Secretary makes the first payment of benefits. A cash advance
made pursuant to subsection (a) (4) (A) shall not be considered as the
first payment of benefits for purposes of the preceding sentence.

(3) For purposes of this subsection, the term "interim assistance"
with respect to any individual means assistance financed from State
or local funds a d furnished for meeting basic needs during the period,
beginning with the month in which the individual filed an application
for benefits (as defined in paragraph (2)), for which he was eligible
for such benefits.

(4) In order for a State to receive reimbursement under the pro-
visions of paragraph (1), the State shall have in effct an agreement
with the Secretary which shall provide--
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(A) that if the Secretary makes payment to the State (or a
political subdivision of the State as provided for under: the agree-
ment) in reimbursement for interim assistance (as defined in
paragraph (3)) for any individual in an amount greater than
the reimbursable amount authorized by paragraph (1), the State
(or political subdivision) shall pay to the individual the balance
of such payment in excess of the reimbursable amount as expedi-
tiously as possible, but in any event within ten working days or
a shorter period specified in the agreement; and

(B) that the State will comply with such other rules as the
Secretary finds necessary to achieve efficient and effective admin-
istration of this subsection and to carry out the purposes of the
program established by this title, including protection of hearing
rights for any individual aggrieved by action taken by the State
(or political subdivision) pursuant to this subsection.

(5) The provisions of subsection (c) shall not be applicable to any
disagreement concerning payment by the Secretary to a State pur-
suant to the preceding provisions of this subsection nor the amount
retained by the State (or political subdivision).

(6) [Repealed] 1
Payment of Certain Travel Expenses

(h) The Secretary shall pay travel expenses, either on an actual
cost or commuted basis, to individuals for travel incident to medical
examinations requested by the Secretary in connection with disabil-
ity determinations under this title, and to parties, their representa-
tives. and all reasonably necessary witnesses for travel within the
United States (as defined in section 1614(e)) to attend reconsider-
ation interviews and proceedings before administrative law judges
with respect to any determination under this title. The amount
available under the preceding sentence for payment for air travel by
any person shall not exceed the coach fare for air travel between the
points involved unless the use of first-class accommodations is re-
quired (as determined under regulations of the Secretary) because of
such e-rso'•s health condition or the unavailability of alternative
accommodations: and the amount. available for payment for other
travel by any person shall not exceed the cost of travel (between the
points involved) by the most cconoinical and expeditious means of
transportation appropriate to such person's health condition, as
specified in such regulationzs.-

Penalties for Fraud

Sec. 1632. Whoever-
(1) knowingly and willfully makes or causes to be made any

false statement or representation of a material fact in any appli-

I Par. (6) repealed by see. 1. of P.L 94-365.
2 Subsee. (h) was added by see. 310. of P.L. 96-265.
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cation for any benefit under this title,
(2) at any time knowingly and willfully makes or causes to be

made any false statement or representation of a material fact for
use in determining rights to any such benefit,

(3) having knowledge of the occurrence of any event affecting
(A) his initial or continued right to any such benefit, or (B) the
initial or continued right to any such benefit of any other indi-
vidual in whose behalf he has applied for or is receiving such
lenefit, conceals or fails to disclose such event with an intent
fraudulently to secure such benefit either in a greater amount or
quantity than is due or when no such benefit is authorized, or

(4) having miiade application to receive any such benefit for
the use and benefit of another and having received it, knowingly
and willfully converts such benefit or any part thereof to a use
other than for the use and benefit of such other person,

shall be guilty of a misdemeanor and upon conviction thereof shall
be fined not more than $1,000 or imprisoned for not more than one
year, or both.

Administration

Sec. 1633. (a) Subject to subsection (b), the Secretary may make
such administrative and other arrangements (including arrangements
for the determination of blindness and disability under section 1614 (a)
(2) and (3) in the same manner and subject to the same conditions as
provided with respect to disability determinations inder section 221)
as may be necessary or appropriate to carry out his functions under
this title.

(b) In determining, for purposes of this title, whether an individual
is blind, there shall be an examination of such individual by a physi-
cian skilled in the diseases of the eye or by an optometrist, whichever
the individual may select.

Determinations of Medicaid Eligibility

Sec. 1634. The Secretary may enter into an agreement with any
State which wishes to do so under which he will determine eligibility
for medical assistance in the case of aged, blind, or disabled individ-
uals under such State's plan approved under title XIX. Any such
agreement shall provide for payments by the State, for use by the
Secretary in carrying out the agreement, of an amount equal to one-
half of the cost of carrying out the agreement, but in computing such
cost with respect to individuals eligible for benefits under this title,
the Secretary shall include only those costs which are additional to
the costs incurred in carrying out this title.
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TITLE XVII-GRANTS FOR PLANNING COMPREHENSIVE
ACTION TO COMBAT MENTAL RETARDATION

Pagel
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Authorization of Appropriations

Section 1701. For the purpose of assisting the States (including the
District of Columbia, the Commonwealth of Puerto Rico, the Virgin
Islands, Guam, and American Samoa) to plan for and take other steps
leading to comprehensive State and community action to combat
mental retardation, there is authorized to be appropriated the sum
of $2,200.000. There are also authorized to be appropriated, for assist-
ing such States in initiating the implementation and carrying out of
planning and other steps to combat mental retardation, $2,750,000 for
the fiscal year ending June 30, 1966, and $2,750,000 for the fiscal year
ending June 30, 1967.

Grants to States

Sec. 1702. The sums appropriated pursuant to the first sentence
of section 1701 shall be available for grants to States by the Secretary
during the fiscal year ending June 30, 1964, and the succeeding fiscal
year; and the sums appropriated pursuant to the second sentence of
such section for the fiscal year ending June 30, 1966, shall be available
for such grants during such year and the next two fiscal years, and
sums appropriated pursuant thereto for the fiscal year ending June 30,
1967, shall be available for such grants during such year and the suc-
ceeding fiscal year. Any such grant to a State, which shall not ex-
ceed 75 per centum of the cost of the planning and related activities
involved, may be used by it to determine what action is needed to
combat mental retardation in the State and the resources available for
this purpose, to develop public awareness of the mental retardation
problem and of the need for combating it, to coordinate State and lo-
cal activities relating to the various aspects of mental retardation and
its prevention, treatment, or amelioration, and to plan other activities
leading to comprehensive State and community action to combat men-
tal retardation.

1 This table of contents does not appear il the law.
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Applications

Sec. 1703. In order to be eligible for a grant under section 1702, a
State must submit an application therefor which-

(1) designates or establishes a single State agency, which may
be an interdepartmental agency, as the sole agency for carrying
out the purposes of this title;

(2) indicates the manner in which provision will be made to
assure full consideration of all aspects of services essential to plan-
ning for comprehensive State and community action to combat
mental retardation, including services in the fields of education,
employment, rehabilitation, welfare, health, and the law, and
services provided through community programs for and institu-
tions for the mentally retarded;

(3) sets forth its plan for expenditure of such grant, which
plans provide reasonable assurance of carrying out the purposes
of this title;

(4) provides for submission of a final report of the activities
of the State agency in carrying out the purposes of this title, and
for submission of such other reports, in such form and containing
such information, as the Secretary may from time to time find
necessary for carrying out the purposes of this title and for keep-
ing such records and affording such access thereto as he may find
necessary to assure the correctness and verification of such re-
ports; and

(5) provides for such fiscal control and fund accounting pro-
cedures as may be necessary to assure proper disbursement of and
accounting for funds paid to the State under this title.

Payments

Sec. 1704. Payment of grants under this title may be made (after
necessary adjustment on account of previously made underpayments
or overpayments) in advance or by way of reimbursement, and in such
installments and on such conditions, as the Secretary may determine.
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Prohibition Against Any Federal Interference

Section 1801. Nothing in this title shall be construed to authorize any
Federal officer or employee to exercise any supervision or control over
the practice of medicine or the manner in which medical services are
provided, or over the selection, tenure, or compensation of any officer
or employee of any institution, agency, or person providing health
services; or to exercise any supervision or control over the administra-
tion or operation of any such institution, agency, or person.

Free Choice by Patient Guaranteed

Sec. 1802. Any individual entitled to insurance benefits under this
title may obtain health services from any institution, agency, or per-
son qualified to participate under this title if such institution, agency,
or person undertakes to provide him such services.

Option to Individuals To Obtain Other Health Insurance
Protection

Sec. 1803. Nothing contained in this title shall be construed to
preclude any State from providing, or any individual from purch?.--
ing or otherwise securing, protection against the cost of any health
services.

Part A-Hospital Insurance Benefits for the Aged and Disabled

Description of Program

Sec. 1811. The insurance program for which entitlement is estab-
lished by sections 226 and 226A provides basic protection against the
costs of hospital and related post-hospital services in accordance with
this part for (1) individuals who are age 65 or over and are eligible for
retirement benefits under title II of this Act or under the railroad
retirement system, (2) individuals under age 65 who have been en-
titled for not less than 24 months to benefits under title II of this Act
or under the railroad retirement system on the basis of a disability,
and (3) certain individuals who do not. meet the conditions slK'cified
in either clause (1) or (2) but who are medically determined to have
end stage renal disease.'

Scope of Benefits
Sec. 1819. (a) The benefits provided to an individual by the insur-

ance program under this part shall consist of entitlement to have pay-
ment made on his behalf or, in the case of payments referred to in
section 1814(d) (2) to him (subject to the provisions of this part)
for-

(1) inpatient hospital services for up to 150 days during any
spell of illness minus one day for each day of inpatient hospital

'See. 1811 was amended by see. 4(a) of P.L. 95-292. see. 103 of P.L. 96-265. and by
we 2(b) of P.,. 96-473.
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sen-ices in excess of 90 received during any preceding spell of ill-
ness (if such individual was entitled to have payment for such
services made under this part unless he specifies in accordance
with regulations of the Secretary that he does not desire to have
such payment made);

(2) post-hospital extemied care services for up to 100 days
during any spell of illness; and

(3) post-hospital home health services for up to 100 visits (dur-
ing the one-year period described in section 1861 (n)) after the
beginning of one spell of illness and before the beginning of the
next.

(b) Payment under this part for services furnished an individual
during a spell of illness may not (subject to subsection (c)) be made
for-

(1) inpatient hospital services furnished to him during such
spell after such services have been furnished to him for 150 days
during such spell minus 1 day for each (lay of injpatient hospital
services in excess of 90 received during aniy preceding spell of
illness (if such in(lividual was entitled to have payment for such
services made under this part unless lie specifies in accordance
with regulations of the Secretary that he does not desire to have
such payment made);

(2) post-hospital extended care services furnished to him dur-
ing such spell after such services have been furnished to him for
100 days during such spell; or

(3) inpatient psychiatric hospital services furnished to him
after such services have been furnished to him for a total of 190
days during his lifetime.

(c) If an individual is an inpatient of a psychiatric hospital on the
first day of the first month for which he is entitled to benefits under
this part, the days on which he was an inpatient of such a hospital in
the 150-day period immediately before such first day shall be included
in determining the number of days limit under subsection (b) (1) in-
sofar as such limit applies to (1) inpatient psychiatric hospital serv-
ices, or (2) inpatient hospital services for an individual who is an
inpatient primarily for the diagnosis or treatment of mental illness
(but shall not be included in determining such number of days limit
insofar as it applies to other inpatient hospital services or in deter-
mining the 190-day limit under subsection (b) (3)).

(d) Payment under this part may be made for post-hospital home
health services furnished an individual only during the one-year
period described in section 1861 (n) following his most recent hlmspcal
discharge which meets the requirements of such section, and only for
the first 100 visits in such period. The number of visits to be charged *
for purposes of the limitation in the preceding sentence, in connection
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with items or services described in section 1861 (in), shall be deter-
mined in accordance with regulations.

(e) For purposes of subsections (b), (c), and (d), inpatient hos-
pital services, inpatient psychiatric hospital services, post-hospital ex-
tended care services, and post-hospital home health services shall be
taken into account only if payment is or would be, except for this sec-
tion or the failure to comply with the request and certification require-
ments of or under section 1814(a), made with respect to such services
under this part.

(f) For definition of "spell of illness", and for definitions of other
terms used in this part, see section 1861.

Deductibles and Coinsurance

Sec. 1813. (a) (1) The amount payable for inpatient hospital services
furnished an individual during any spell of illness shall be reduced
by a deduction equal to the inpatient hospital deductible or, if less,
the charges imposed with respect to such individual for such services,
except that, if the customary charges for such services are greater
than the charges so imposed, such customary charges shall be con-
sidered to be the charges so imposed. Such amount shall be further
reduced by a coinsurance amount equal to-

(A) one-fotirth of the inpatient hospital deductible for each day
(before the 91st day) on which such individual is furnished such
services during such spell of illness after such services have been
furnished to him for 60 days during such spell; and

(B) one-half of the inpatient hospital deductible for each day
(before the day following the last day for which such individual
is entitled under section 1812(a) (1) to have payment made on
his behalf for inpatient hospital services during such spell of
illness) on which such individual is furnished such services dur-
ing such spell of illness after such services have been furnished
to him for 90 days during such spell;

except that the reduction under this sentence for any day shall not ex-
ceed the charges imposed for that day with respect to such individual
for such services (and for this purpose, if tae customary charges for
such services are greater than the charges so imposed, such customary
charges shall be considered to be the charges so imposed).

(2) The amount payable to any provider of services under this part
for services furnished an individual during any spell of illness shall
be further reduced by a deduction equal to the cost of the first three
pints of whole blood (or equivalent quantities of packed red blood
cells, as defined under regulations) furnished to him as part of such

* services during such spell of illness.
(3) The amount payable for post-hospital extended care services

furnished an individual during any spell of illness shall be reduced by

I
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a coinsurance amount equal to one-eighth of the inpatient hospital
deductible for each day (before the 101st day) on which he is fur-
nished such services after such services have been furnished to him for
20 days during such spell.

(b) (1) The inpatient hospital deductible which shall be applicable
for the purposes of subsection (a) shall be $40 in the case of any spell
of illness beginning before 1969.

(2) The Secretary shall, between July I and October 1 of 1968, and
of each year thereafter, determine and promulgate the inpatient hos-
pital deductible which shall be applicable for the purposes of subsec-
tion (a) in the case of any spell of illness beginning during the sue-
"ceeding calendar year. Such inpatient hospital deductible shall be equal
to $40 multiplied by the ratio of (A) the current average per diem rate
for inpatient hospital services for the calendar year prece-ding the
promulgation, to (B) the current average per diem rate for such serv-
ices for 1966. Any amount determined under-the preceding sentence
which is not a multiple of $4 shall be rounded to the nearest multiple
of $4 (or, if it is midway between two multiples of $4, to the next
higher multiple of $4). The current average per diem rate for any
year shall be determined by the Secretary on the basis of the best in-
formation available to him (at the time the determination is made) as
"to the amounts paid under this part on account of inpatient hospital
services furnished during such year, by hospitals which have agree-
ments in effect under section 1866, to individuals who are entitled to
hospital insurance benefits under section 226, plus the amount which
would have been so paid but for subsection (a) (1) of this section.

Conditions of and Limitations on Payment for Services

Requirement of Requests and Certifications
Sec. 1814. (a) Except as provided in subsections (d) and (g) and

in section 1876, payment for services furnished an individual may be
made only to providers of services which are eligible therefor under

section 1866 and only if-
(1) written request. sig, ed by such individual, except in cases

in which the Secretary finds it impracticable for the individual
to do so, is filed for such payment in such form, in such manner,
and by such person or persons as the Secretary may by regulation
prescribe, no later than the close of the period of 3 calendar years
following the year in which such services are furnished (deem-
ing any services furnished in the last 3 calendar months of any
calendar year to have been furnished in the succeeding calendar
year) except that where the Secretary deems that efficient admin-
istration so requires, such period may be reduced to not less than
I calendar year;
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(2) physician certifies (and recertifies, where such services
ere furnished over a period of time, in such cases, with such fre-
quency, and accompanied by such supporting material, appro-
priate to the case involved, as may be provided by regulations,
except that the first of such recertifications shall be required in
each case of inpatient hospital services not later than the 20th
day of such period) that-

(A) in the case of inpatient psychiatric hospital services,
such services are or were required to be given on an inpatient
basis, by or under the supervision of a physician, for the
psychiatric treatment of an individual; and (i) such treat-
ment can or could reasonably be expected to improve the
condition for which such treatment is or was necessary or
(ii) inpatient diagnostic study is or was medically required
and such services are or were necessary for such purposes;

(B) in the case of inpatient tuberculosis hospital services,
such services are or were required to be given on an inpatient
basis, by or under the supervision of a physician, for the treat-
ment of an individual for tuberculosis; and such treatment
can or could reasonably be expected to (i) improve the con-
dition for which such treatment is or was necessary or (ii)
render the condition noncommunicable;

(C) in the case of post-hospital extended care services,
such services are or were required to be given because tho
individual needs or needed on a daily basis skilled nursing
care (provided directly by or requiring the supervision of
skilled nursing personnel) or other skilled rehabilitation
services, which as a practical matter can only be provided in
a skilled nursing facility on an inpatient basis, for any of
the conditions with respect to which he was receiving in-
patient hospital services (or services which would constitute
inpatient hospital services if the institution met the require-
ments of paragraphs (6) and (9) of section 1861(e)) prior
to transfer to the skilled nursing facility or for a condition
requiring such extended care services which arose after such
transfer and while he was still in the facility for treatment
of the condition or conditions for which he was receiving such
inpatient hospital services;

(D) in the case of post-hospital home health services, such
services are or were required because the individual is or was
confined to his home (except when receiving items and serv-
ices referred to in section 1861 (m) (7)) and needed skilled
nursing care on an intermittent basis, or physical or speech
therapy, for any of the conditions with respect to which he
was receiving inpatient hospital services (or services which
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would constitute inpatient hospital services if the institution
met the requirements of paragraphs (6) and (9) of section
1861 (e)) or post-hospital extended care services; a plan for
furnishing such services to such individual has been estab-
lished and is periodically reviewed by a physician; and such
services are or were furnished while the individual was under
the care of a physician; or

(E) in the case of inpatient hospital services in connection
with the care, treatment, filling, removal, or replacement of
teeth or structures directly supporting teeth, the individual.
because of his underlying medical condition and clinical
status, requires hospitalization in connection with the provi-
sion of such dental services;

(3) with respect to inpatient hospital services (other than in-
patient psychiatric hospital services and inpatient tuberculosis
hospital services) which are furnished over a period of time, a
physician certifies that such services are required to be given on
an inpatient basis for such individual's medical treatment, or that
inpatient diagnostic study is medically required and such services
are necessary for such purpose. except that (A) such certification
shall be furnished only in such cases, with such frequency, and
accompanied by such supporting material, appropriate to the
cases involved, as may be provided by regulations, and (B) the
first such certification required in accordance with clause (A)
shall be furnished no later than the 2oth day of such period;

(4) in the case of inpatient psychiatric hospital services, the
services are those which the records of the hospital indicate were
furnished to the individual during periods when he was receiving
(A) intensive treatment services, (B) admission and related serv-
ices necessary for a diagnostic study, or (C) equivalent services;

(5) in the case of inpatient tuberculosis hospital services, the
services are those which the records of the hospital indicate were
furnished to the individual during periods when he was receiving
treatment which could reasonably be expected to (A) improve his
condition or (B) render it noncommunicable;

(6) with respect to inpatient hospital services furnished such
individual after the 20th day of a continuous period of such serv-
ices and with respect to post-hospital extended care services fur-
nished after such day of a continuous period of such services as
may be prescribed in or pursuant to regulations, there was not in
effect, at the time of admission of such individual to the hospital
or skilled nursing facility, as the case may be, a decision under
section 1866(d) (based on a finding that utilization review of
long-stay cases is not being made in such hospital or facility);
and
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(7) with respect to inpatient hospital services or post-hospital
extended care services furnished such individual during a con-
tinuous period, a finding has not been made (by the physician
members of the committee or group, as described in section
1861 (k) (4), including any finding made in the course of a sample
or other review of admissions to the institution) pursuant to the
system of utilization to review that further inpatient hospital
services or further post-hospital extended care services, as the
case may be, are not medically necessary; except that, if such a
finding has been made, payment may be made for such services
furnished before the 4th day after the day on which the hospital
or skilled nursing facility, as the case may be, received notice of
such finding.

To the extent provided by i gulations, the certification and recertifica-
tion requirements of paragraph (2) shall be deemed satisfied where,
at a later date, a physician makes certification of the kind provided in
subparagraph (A), (B), (C), (D), or (E) of paragraph (2) (which-
ever would have applied), but only where such certification is accom-
panied by such medical and other evidence as may be required by such
regulations. Amount Paid to Providers

(b) The amount paid to any provider of services with respect
;; to services for which payment may be made under this part shall,

subject to the provisions of section 1813, be-
(1) the lesser of (A) the reasonable cost of such services, as

determined under section 1861(v) and as further limited by sec-
tion 1881(b) (2) (B), or (B) the customary charges with respect
to such services; or 1

(2) if such services are furnished by a public provider of
services free of charge or at nominal charges to the public, the
amount determined on the basis of those items (specified in regu-
lations prescribed by the Secretary) included in the determination
of such reasonable cost which the Secretary finds will provide
fair compensation to such provider for such services.

No Payments to Federal Providers of Services

(c) Subject to section 1880, no payment may be made under this
part (except under subsection (d) or subsection (j)) to any Federal
provider of services, except a pruvider of services which the Secretary
determines is providing services to the public generally as a commu-
nity institution or agency; and no such payment may be made to any
provider of services for any item or service which such provider is
obligated by a law of, or a contract with, the United States to render
at public expense.2

I Paragraph (1) was amended by see. 4(f) of P.L. 35-292.
'Subsection (c) was amended by see. 401(a) of P.L. 94-437 and by see. 23(a) of P.L.

95-142.

413 See. 1814(c)



See. 1814(d) 414

Paymats for Em'rgsecy Hospital Service.
(d) (1) Payments shall also be made to any hospital for inpatient

hospital services furnished in a calendar year by the hospital or
under arrangements (as defined in section 1861 (w) ) with it, to an indi-
vidual entitled to hospital insurance benefits under section 226 even
though such hospital does not have an agreement in effect under this
title if (A) such services were emergency services, (B) the Secretary
would be required to make such payment. if the hospital had such an
agreement in effect and otherwise met the conditions of payment here-
under, and (C) such hospital has elected to claim payments for all
such inpatient emergency services and for the emergency outpatient
services referred to in section 1835(b) furnished during such year.
Such payments shall be made only in the amounts provided under sub-
section (b) and then only if such hospital agrees to comply, with
respect to the emergency services provided, with the provisions of
section 1866 (a).

(2) Payment may be made on the basis of an itemized bill to an
individual entitled to hospital insurance benefits under section 226 for
services described in paragraph (1) which are emergency services if
(A) payment cannot be made under paragraph (1) solely because the
hospital does not elect to claim such payment, and (B) such individual
files application (submitted within such time and in such form and
manner and by such person, and containing and supported by such
information as the Secretary shall by regulations prescribe) for
reimbursement.

(3) The amounts payable under the preceding paragraph with re-
spect to services described therein shall, subject to the provisions of
section 1813, be equal to 60 percent of the hospital's reasonable charges
for routine services furnished in the accommodations occupied by the
individual or in semiprivate accommodations (as defined in section
1861(v) (4)), whichever is less, plus 80 percent of the hospital's rea-
sonable charges for ancillary services. If separate charges for routine
and ancillary services are not made by the hospital, reimbursement
may be based on two-thirds of the hospital's reasonable charges for the
services received but not to exceed the charges which would have been
made if the patient had occupied semiprivate accommodations. For
purposes of the preceding provisions of this paragraph, the term "rou-
tine services" shall mean the regular room, dietary and nursing serv-
ices, minor medical and surgical supplies, and the use of equipment and
facilities for which a separate charge is not customarily made; the
term "ancillary services" shall mean those special services for which
charges are customarily made in addition to routine services.

Payment for Inpatient Hospital Services Prior to Notification of Noneligibility

(e) Notwithstanding that an individual is not entitled to have pay-
ment made under this part for inpatient hospital services furnished
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by any hospital, payment shall be made to such hospital (unless it
elects not to receive such payment or, if payment has already been
made by or on behalf of such individual, fails to refund such payment
within the time specified by the Secretary) for such services which
are furnished to the individual prior to notification to such hospital
from the Secretary of his lack of entitlement, if such payments are
precluded only by reason of section 1812 and if such hospital complies
with the requirements of and regulations under this title with respect
to such payments, has acted in good faith and without knowledge of
such lack of entitlement, and has acted reasonably in assuming entitle-
ment existed. Payment under the preceding sentence may not be made
for the services furnished an individual pursuant to any admission
after the 6th elapsed day (not including as an elapsed day Saturday,
Sunday, or legal holiday) after the day on which such admission
occurred.

Payment for Certain Inpatient Hospital Services Furnished Outside the
United States

(f) (1) Payment shall be made for inpatient hospital services fur-
nished to an individual entitled to hospital insurance benefits wider
section 226 by a hospital located outside the United States, or under
arrangements (as defined in section 1861(w)) with it, if-

(A) such individual is a resident of the United States, and
(B) such hospital was closer to, or substantially more acces-

sible from, the residence of such individual than the nearest hos-
pital within the United States which was adequately equipped
to deal with, and was available for the treatment of, such indi-
vidual's illness or injury.

(2) Payment may also be made for emergency inpatient hospital
services furnished to an individual entitled to hospital insurance bene-
fits under section 226 by a hospital located outside the United States
if-

(A) such individual was physically present-
(i) in a place within the United States; or
(ii) at a place within Canada while traveling without un-

reasonable delay by the most direct route (as determined by
the Secretary) between Alaska and another State;

at the time the emergency which necessitated such inpatient hos-
pital services occurred, and

(B) such hospital was closer to, or substantially more acces-
sible from, such place than the nearest hospital within the United
States which was adequately equipped to deal with, and was avail-
able for the treatment of, such individual's illness or injury.

* (3) Payment shall be made in the amount provided under sub-
section (b) to any hospital for the inpatient hospital services de-
scribed in paragraph (1) or (2) furnished to an individual by the

i, - _ ,e ý - 6 ,- .7
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hospital or under arrangements (as defined in section 1861(w) ) with
it if (A) the Secretary would be required to make such payment if
the hospital had an agreement in effect under this title and otherwise
met the conditions of payment hereunder, (B) such hospital elects
to claim such payment, and (C) such hospital agrees to comply, with
respect to such services, with the provisions of section 1866(a).

(4) Payment for the inpatient hospital services described in par&-
graph (1) or (2) furnished to an individual entitled to hospital insur-
ance benefits under section 226 may be made on the basis of an itemized
bill to such individual if (A) payment for such services cannot be
made under paragraph (3) solely because the hospital does nct elect
to claim such payment, and (B) such individual files application
(submitted within such time and in such forn and manner and by
such person, and continuing and supported by such information as
the Secretary shall by regulations prescribe) for reimbursement. The
amount payable with respect to such services, shall, subject to the
provisions of section 1813, be equal to the am.uant which would be
payable under subsection (d) (3).

Payment for Services of a Physician Rendered in a Teaching Hospital
(g) For purposes of services for which the reasonable cost thereof

is determined under section 1861(v) (1) (D), payment under this part
shall be made to such fund as may be designated by the organized
medical staff of the hospital in which such services were furnished or,
if such services were furnished in such hospital by the faculty of a
medical school, to such fund as may be designated by such faculty,
but only if-

(1) such hospital has an agreement with the Secretary under
section 1866, and

(2) the Secretary has received written assurances that (A)
such payment will be used by such fund solely for the improve-
ment of care of hospital patients or for educational or charitable
purposes and (B) the individuals who were furnished such serv-
ices or any other persons will not be charged for such services (or
if charged, provision will be made for return of any moneys
incorrectly collected).

Payment for Posthospital Extended Care Services
(h) (1) An individual shall be presumed to require the care spec-

ificd in subsection (a) (2) (C) of this section for purposes of making
payment to an extended care facility (subject to the provisions of
section 1812) for posthospital extended care services which are fur-
nished by such facility to such individual if-

(A) the certification referred to in subsection (a) (2) (C) of
this section is submitted prior to or at the thne of admission of
such individual to such extended care facility,
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(B) such certification states that the medical condition of the
individual is a condition designated in regulations,

(C) such certification is accompanied by a plan of treatment
for providing such services, and

(D) there is compliance with such other requirements and pro-
cedures as may be specified in regulations,

but oily for services furnished during such limited periods of time
with respect to such conditions of the individual as may be prescribed
in regulations by the Secretary, taking into account the medical se-
verity of such conditions, the degree of incapacity, and the minimum
length of stay in an institution generally needed for such conditions,
and such other factors affecting the type of care to be provided as
the Secretary deems pertinent.

(2) If the Secretary determines with respect to a physician that
such physician is submitting with some frequency (A) erroneous cer-
tifications that individuals have conditions designated in regulations
as provided in this subsection or (B) plans for providing services
which are inappropriate, the provisions of paragraph (1) shall not
apply, after the effective date of such determination, in any case in
which such physician submits a certification or plan referred to in sub-
paragraph (A), (B),or (C) of paragraph (1).

Payment for Posthoapital Home Health Services
(i)(1) An individual shall be presumed to require the services

specified in subsection (a) (2) (D) of this section for purposes of mak-
ing payment to a home health agency (subject to the provisions of
section 1812) for posthospital home health services furnished by such
agency to such individual if-

(A) the certification and plan referred to in subsection (a) (2)
(D) of this section are submitted in timely fashion prior to "the
first visit by such agency,

(B) such certification states that the medical condition of 'he
individual is a condition designated in regulations, and

(C) there is compliance with such other requirements a8d
procedures may be specified in regulations,

but only for services furnished during such limited numbers of visits
with respect to such conditions of the individual as may be prescribed
in regulations by the Secretary, taking into account the medical sever-
ity of such conditions, the degree of incapacity, and the minimum
period of home confinement generally needed for such conditions, and
such other factors affecting the type of care to be provided as the
Secretary deems pertinent.

(2) If the Secietary determines with respect to a physician that
* such physician is submitting with some frequency (A) erroneous cer-

tifications that individuals have conditions designated in regulations
as provided in this subsec.tion or (B) plans for providing services
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which are inappropriate, the provisions of paragraph (1) shall not
apply after the effective date of such determination, in any case in
which such physician submits a certification or plan referred to in
subparagraph (A) or (B) of paragraph (1).

Payment for Certain Hospital Services Provided in Veterans'
AdminUistration Hospitals

(j) (1) Payments shall also be made to any hospital operated by the
Veterans' Administration for inpatient hospital services furnished in
a calendar year by the hospital, or under arrangements (as defined in
section 1861(w) ) with it, to an individual entitled to hospital benefits
under section 226 even though the hospital is a Federal provider of
services if (A) the individual was not entitled to have the services fur-nished to him free of charge by the hospital, (B) the individual was
admitted to the hospital in the reasonable belief on the part of the
admitting authorities that the individual was a person who was en-
titled to have the services furnished to him free of charge, (C) the
authorities of the hospital, in admitting the individual, and the indi-
vidual, acted in good faith, and (D) the services were furnished dur-
ing a period ending with the close of the day on which the authorities
operating the hospital first became aware of the fact that the individ-
ual was not entitled to have the services furnished to him by the hos-
pital free of charge, or (if later) ending with the first day on which it
was medically feasible to remove the individual from the hospital by
discharging him therefrom or transferring him to a hospital which has
in effect an agreement under this title.

(2) Payment for services described in paragraph (1) shall be in an
amount equal to the charge imposed by the Veterans' Administration
for such services, or (if less) the reasonable costs for such services (as
estimated by the Secretary). Any such payment shall be made to the
entity to which payment for the services involved would have been
payable, if payment for such services had been made by the individual
receiving the services involved (or by another private person acting on
behalf of such individual).'

Payment to Providers of Services

See. 1815. (a) The Secretary shall periodically determine the
amount which should be paid under this part to each provider of serv-
ices with respect to the services furnished by it, and the provider of
services shall be paid, at such time or times as the Secretary believes
appropriate (but not less often than monthly) and prior to audit or

I subsection (J) was added by seam 23(b) of P.L, 95-142 effective for services furnished
on and after July 1. 1974.

Sae-. 18140) 418



Revised November 1980

settlement by the General Accounting Office, from the Federal Hos-
* pital Insurance Trust Fund, the amounts so determined, with neces-

sary adjustments on account of previously made overpayments or
underpayments; except that no such payments shall be made to any
provider unless it has furnished such information as the Secretary
may request in order to determine the amounts due such provider
under this part for the period with respect to which the amounts are
being paid or any prior period.

(b) No payment shall be made to a provider of services which is a
hospital for or with respect to services furnished by it for any period
with respect to which it is deemed, under section 1861 (w) (2), to have
in effect an arrangement with a Professional Standards Review Orga-
nization for the conduct of utilization review activities by such orga-
nization unless such hospital has paid to such organization the amount
due (as determined pursuant to such section) to such organization for
the review activities conducted by it pursuant to such arrangements or
such hospital has provided assurances satisfactory to the Secretary
that such organization will promptly be paid the amount so due to it
from the proceeds of the payment claimed by the hospital. Payment
under this title for utilization review activities provided by a Profes-
sional Standards Review Organization pursuant to an arrangement or
deemed arrangement with a hospital under section 1861 (w) (2) shall

* be calculated without any requirement that the reasonable cost of such
activities be apportioned among the patients of such hospital, if any,
to whom such activities were not applicable."

(c) No payment which may be made to a provider of services
under this title for any service furnished to an individual shall be
made to any other person under an assignment or power of attorney;
but nothing in this subsection shall be construed (1) to prevent the
making of such a payment in accordance with an assignment from
the provider if such assignment is made to a governmental agency
or entity or is established by or pursuant to the order of a court of
competent jurisdiction, or (2) to preclude an agent of the provider
of services from receiving any such payment if (but only if) such
agent does so pursuant to an agency agreement under which the com-
pensation to be paid to the agent for his services for or in connection
with the billing or collection of payments due such provider under this
title is unrelated (directly or indirectly) to the amount of such pay-
ments or the billings therefor, and is not dependent upon the actual
collection of any such payment. 2

I Subsection (b) was added by section 112 of PubUc Law 94-182 effective February 1.
1976.

2 Sume€. (c) was added by see. 2(a) (2) of P. L 95-142 and was ,mended by see. 61,1) of
P.L. 9T-473.
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Use of Public Agencies or Private Organizations To Facilitate
Payment to Providers of Services

Sec. 1816. (a) If any group or association of providers of services
wishes to have payments under this part to such providers made
through a national, State, or other public or private agency or orga-
nization and nominates such agency or organization for this purpose,
the Secretary is authorized to enter into an agreement with such
agency or organization providing for the determination by such
agency or organization (subject to the provisions of section 1878 and
to such review by the Secretary as may be provided for by the agree-
meat) of the amount of the payments required pursuant to this part
to be made to such providers (and to providers assigned to such
agency or organization under subsection (e)), and for the making of
such payments by such agency or organization to such providers (and
to providers assigned to such agency or organization under subsection
(e)). Such agreement may also include provision for the agency or
organization to do all or any part of the following: (1) to provide con-
sultative services to institutions or agencies to enable them to establish
and maintain fiscal records necessary for purposes of this part and
otherwise to qualify as hospitals, extende3i care facilities, or home
health agencies, and (2) with respect to the providers of services
which are to receive payments through it (A) to serve as a center for,
and communicate to providers, any information or instructions fur-
nished to it by the Secretary, and serve as a channel of communication
from providers to the Secretary; (B) to make such audits of the rec-
ords of providers as may be necessary to insure that proper payments
are made under this part; and (C) to perform such other functions as
are necessary to carry out this subsection."

(b) The Secretary shall not enter into or renew an agreement with
any agency or organization under this section unless-

(1) he finds-
(A) after applying the standards, criteria, and procedures

developed under subsection (f), that to do so is consistent
with the effective and efficient administration of this part,
and

(B) that such agency or organization is willing and able to
assist the providers to which payments are made through it
under this part in the application of safeguards against unnec-
essary utilization of services furnished by them to individuals
entitled to hospital insurance benefits under section 226, and
the agreement provides for such assistance; and

(2) such agency or organization agrees-

1•Subsectiou (a) was amended by see. 14ta) %1) of P.U. 95-142.
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(A) to furnish to the Secretary such of the information
acquired by it in carrying out its agreement under this sec-
tion, and

(B) to provide the Secretary with access to all such data,
information, and claims processing operations,

as the Secretary uay find necessary in performing his functions
under this part."

(c) An agreement with any agency or organization under this sec-
tion may contain such terms aid conditions as the Secretary finds
necessary or appropriate, wnay provide for advances of funds to the
agency or organization for the making of payments by it under sub-
section (a), and shall provide for payment of so much of the cost of
administration of the agency or organization as is determined by the
Secretary to be necessary and proper for carryhig out the functions
covered by the agreement.

(d) If the nomination of an agency or organization as provided in
this section is made by a group or association of providers of services,
it shall not be binding on members of the group or association which
notify the Secretary of their election to that effect. Any provider may,
upon such notice as may be specified in the agreement under this sec-
tion with an agency or organization, withdraw its nomination to re-
ceive payments through such agency or organization. Any provider

* which has withdrawn its nomination, and any provider which has
not made a nominat ion, may elect to receive payments from any agency
or organization which has entered into an agreement with the Secre-
tary under this section if the Secretary and such agency or organiza-
tion agree to it.

(e) (1) Notwithstanding subsections (a) and (d). the Secretary,
after taking into consideration any preferences of providers of :serv-
ices, may assign or reassign any provider of services to any agency or
organization which has entered into an agreement with him udter this
section, if he determines, after applying the standards, criteria, and
procedures developed under subsection (f), that such assignment or
reassignment would result in the more effective and efficient admuinis-
tration of this part.

(2) Notwithstanding subsections (a) and (d), the Secretary may
designate a national or regional agency or organization which has
ertered into an agreement with him under this section to perform
functions under the agreement with respect to a class of providers of
services in the Nation or region (as the case may be), if he determines,
after applying the standards, criteria, and procedure•. developed umder
subsection (f), that such designation would result in more effective
and efficient administration of this part.. I Subsection (b) was amended by see. 14(a) (2) of P.L. 95-142 effective as specified In
subsections (c) and (d) of sec. 14 which are printed in this document on p. 7U8.
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(3) (A) Before the Secretary makes an assignment or reassignment
under paragraph (1) of a provider of services to other than the agency
or organization nominated by the provider, he shall furnish (i) the
provider and such agency or organization with a full explanation of
the reasons for his determination as to the efficiency and effectiveness
of the agency or organization to perform the functions required under
this paxt with respect to the provider, and (ii) such agency or organi-
zation with opportunity for a hearing, and such determination shall be
subject to judicial review in accordance with chapter 7 of title 5,
United States Code.

(B) Before the Secretary makes a designation under paragraph
(2) with respect to a class of providers of services, he shall furnish (i)
such providers and the agencies and organizations adversely affected
by such designation with a full explanation of the reasons for his
determination as to the efficiency and effectiveness of such agencies and
organizations to perform the functions required under this part with
respect to such providers, and (ii) the agencies and organizations
adversely affected by such designation with opportunity for a hearing,
and such determination shall be subject to judicial review in accord-
ance with chapter 7 of title 5, United States Code.,

(f) In order to determine whether the Secretary should enter into,
renew, or terminate an agreement under this section with an agency or
organization, whether the Secretary should assign or reassign a pro-
vider of services to an agency or organization, and whether the Secre-
tary should designate an agency or organization to perform services
with respect to a class of providers of services, th6 Secretary shall
develop standards, criteria, and procedures to evaluate such agency';
or organization's (1) overall performance of claims processing and
other related functions required to be performed by such an agency or
organization under an agreement entered into under this section, and
(2) performance of such functions with respect to specific providers of
services, and the Secretary shall establish, by regulation, standards
and criteria with respect to the efficient and effective aiminitra.tion
of this part. No agency or organization shall be found under such
standards and crit :iH not to be efficient or effective or to be less efficient
or effective :ieLv on the ground that the agency or organization serves
only pro riders Jocated in a single State.*

(g) An agreement with the Secretary under this section may be
terminated-

I Subsection (e) was added (and the former subsectioa (e) was redesignated (g)) by
see. 14(a) (4) and (5) of P.L. 95-142.3 Suisection (f was added (and former subsection (f) was redesigunated (h)) by
see. 14(a)(4) an2 (5) of P.L 95-142 effective as spec!ded in sec. 14(b) which i printed
In this document on p. S9&.
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(1) by the agency or organization which entered into such
agreement at such time and upon such notice to the i secretary,
to the public, and to the providers as may be provided in regula-
tions, or

(2) by the Secretary at such time and upon such notice to the
agency or organization, to the providers which have nominated it
for purposes of this section, and to the public, as may be provided
in regulations, but only if he finds, after applying the standards,
criteria, and procedures developed under subsection (f) and after
reasonable notice and opportunity for hearing to the agency or
organization, that (A) the agency or organization has failed sub-
stantially to carry out the agreement, or (B) the continuation of
some or all of the functions provided for in the agreement with the
agency or organization is disadvantageous or is inconsistent with
the efficient administration of this part.1

(h) An agreement with an agency or organization under this section
may require any of its officers or employees certifying payments or
disbursing funds pursuant to the agreement, or otherwise participating
in carrying out the agreement. to give surety bond to the United States
in such amount as the Secretary may deem appropriate. 2

(i) (1) No individual designated pursuant to an agreement under
this section as a certifying officer shall, in the absence of gross negli-
gence or intent to defraud the United States, be liable with respect to
any payments certified by him under this section.

(2) No disbursing officer shall, in the absence of gross negligence
or intent to defraud the United States, be liable with respect to any
payment by him wmder this section if it was based upon a voucher
signed by a certifying officer designated as provided in paragraph (1)
of this subsection.

(3) No such agency or organization shall be liable to the United
States for any payments referred to in paragraph (1) or (2).

Federal Hospital Insurance Trust Fund

Sec. 1817. (a) There is hereby created on the books of the Treasury
of the United States a trust fund to be known as the "Federal Hos-
pital Insurance Trust Fund" (hereinafter in this section referred to as
the "Trust Fund"). The Trust Fund shall consist of such gifts and
bequests as may be made as provided in section 201(i) (1). and such

I Subsection (g) was formerly subsection (e) and was redesignated by sec. 14(a) (4) of
P.L. 95-142. The subsection was amended by see. 14(a) (3) of P.L. 95-142 effective as
specified in sec. 14(c) which is printed in this document on p. 798.

2Subsections (h) and (1) were formerly (f) and (g) respectively and were redesignated
by sec. 14(a) (4) of P.L. 95-142.
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amounts as may be deposited in, or appropriated to. such fund as
* provided in this part. There are hereby appropriated to the Trust

Fund for the fiscal year ending June 30. 1966, and for each fiscal year
thereafter, out of any moneys in the Treasury not otherwise appro-
priated, amounts equivalent to 100 per centum of-

(1) the taxes imposed by section 3101(b) and 3111(b) of the
Internal Revenue Code of 1954 with respect to wages reported
to the Secretary of the Treasury or his delegate pursuant to sub-
title F of such Code after December 31. 1965, as determined by
the Secretary of the Treasury by applying the applicable rates of
tax under such sections to such wages, which wages shadl be cer-
tified by the Secretary of Health. Education, and Welfare on the
basis of records of wages established and maintained by the Sec-
retary of Health, Education, and Welfare in accordance with such
reports; and

(2) the taxes imposed by section 1401(b) of the Internal Rev-
enue Code of 19"54 with respect to self-employment income re-
ported to the Secretary of the Treasury or his delegate on tax
returns under subtitle F of such Code, as determined by the Secre-
tary of the Treasury by applying the applicable rate of tax under
such section to such self-employment income, which self-employ-
inent income shall be certified by the Secretary of Health, Edu-

*cation, and Welfare on the basis of records of self-employment
established and maintained by the Secretary of Health, Educa-
tion, and Welfare in accordance with such returns.

The amounts appropriated by the preceding sentence shall be trans-
ferred from time to time from the general fund in the Treasury to the
Trust Fund, stich amounts to be determined on the basis of estimates
by the Secretary of the Treasury of the taxes, specified in the preceding
sentence, paid to or deposited into tb- Treasury; and proper adjust-
ments shall be made in amounts subsequently transferred to the extent
prior estimates were in excess of or were less than the Lsxes specified
in such sentence.

(b) With respect to the Trust Fund, there is hereby created a body
to be known as the Board of Trustees of the Trust Fund (hereinafter
in this section referred to as the "Board of Trustees") composed of the
Secretary of the Treasury, the Secretary of Labor, and the Secretary
of Health, Education. and W elfare, all ex officio. The Secretary of
the Treasury shall be the Managing Trustee of the Board of Trustees
(hereinafter in this section referred to as the "Managing Trustee").
The Administrator of the Health Care Financing Administration
shall serve as the Secretary of the Board of Trustees. The Board of
Trustees shall meet not less frequently than once each calendar year.

* It shall be the duty of the Board of Trustees to-
(1) Hold the Trust Fund;
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(2) Report to the Congress not later than the first day of April
of each year on the operation and status of the Trust Fund dur-
ing the preceding fiscal year and on its expected operation and
status during the current fiscal year and the next 2 fiscal years;

(3) Report immediately to the Congress whenever the Board
is of the opinion that the amount of the Trust Fund is unduly
small; and

(4) Review the general policies followed in managing the Trust
Fund, and recommend changes in such policies, including neces-
sary changes in the provisions of law which govern the way in
which the Trust Fund is to be managed.

The report provided for in paragraph (2) shall include a statement of
the assets of, and the disbursements made from, the Trust Fund
during the preceding fiscal year, an estimate of the expected income
to, and disbursements to be made from, the Trust Fund during the
current fiscal year and each of the next 2 fiscal years, and a statement
of the actuarial status of the Trust Fund. Such report shall be printed
as a House document of the session of the Congress to which the report
is made.,

(c) It shall be the duty of the Managing Trustee to invest such por-
tion of the Trust Fund as is not, in his judgment, required to meet
current withdrawals. Such investments may be made only in interest-
bearing obligations of the United States or in obligations guaranteed
as to both principal and interest by the United States. For such pur-
pose such obligations may be acquired (1) on original issue at the issue
price, or (2) by purchase of outstanding obligations at the market
price. The purposes for which obligations of the United States may be
issued under the Second Liberty Bond Act, as amended, are hereby
extended to authorize the issuance at par of public-debt obligations for
purchase by the Trust Fund. Such obligations issued for purchase by
the Trust Fund shall have maturities fixed with due regard for the
needs of the Trust Fund and shall bear interest at a rate equal to the
average market yield (computed by the Managing Trustee on the basis
of market quotations as of the end of the calendar month next preced-
ing the date of such issue) on all marketable interest-bearing obliga-
tions of the United States then forming a part of the public debt
which are not due or callable until after the expiration of 4 years from
the end of such calendar month; except that where such average
market yield is not a multiple of one-eighth of I per centum, the rate
of interest on such obligations shall be the multiple of one-eighth of 1
per centum nearest such market yield. The managing Trustee may

I Subsection (b) was amended hy see. 5 of P.L. 95-292.
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purchase other interest-beaiing obligations of the United States or
* obligations guaranteed as to both principal and interest by the United

States, on original issue or at the market price, only where he deter-
mines that the purchase of such other obligations is in the public
interest.

"A
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(d) Any obligations acquired by the Trust Fund (except public-
debt obligations issued exclusively to the Trust Fund) may be sold by
the Managing Trustee at the market price, and such public-debt obli-
gations may be redeemed at par plus accrued interest.

(e) The interest on, and the proceeds from the sale or redemption
of, any obligations held in the Trust Fund shall be. credited to and
form a part of the Trust Fund.

(f) (1) The M1anaging Trustee is directed to pay from time to time
from the Trust Fund into the Treasury the amount estimated by him
as taxes imposed under section 3101(b) which are subject to refund
under section 6413(c) of the Internal Revenue Code of 1954 with
respect to wages paid after December 31, 1965. Such taxes shall be
determined on the basis of the records of wages established and main-
tained by the Secretary of Health, Education, and Welfare in accord-
ance with the wages reported to the Secretary of the Treasury or his
delegate pursuant to subtitle F of the Internal Revenue Code of 1954,
and the Secretary of Health, Education, and Welfare shall furnish the
Managing Trustee such information as may be required by the Manag-
ing Trustee for such purpose. The payments by the Managing Trustee
shall be covered into the Treasury as repayments to the account for
refunding internal revenue collections.

(2) Repayments made under paragraph (1) shall not be available
for expenditures but shall be carried to the surplus fund of the Treas-
ury. If it subsequently appears that the estimates under such para-
graph in any particular period were too high or too low, appropriate
adjustments shall be made by the Managing Trustee in future
payments.

(g) There shall be transferred periodically (but not less often than
once each fiscal year) to the Trust Fund from the Federal Old-Age
and Survivors Insurance Trust Fund and from the Federal DisaL.lity
Insurance Trust Fund amounts equivalent to the amounts not previ-
ously so transferred which the Secretary of Health, Education, and
Welfare shall have certified as overpayments (other than amounts
so certified to the Railroad Retirement Board) pursuant to section
1870(b) of this Act. There shall be transferred periodically (but not
less often than once each fiscal year) to the Trust Fund from the
Railroad Retirement Account amounts equivalent to the amounts not
previously so transferred which the Secretary of Health, Education,
and Welfare shall have certified as overpayments to the Railroad
Retirement Board pursuant to section 1870(b) of this Act.

(h) The Managing Trustee shall also pay from time to time from
the Trust Fund such amounts as the Secretary of Health, Education,
and Welfare certifies are necessary to make the payments provided
for by this part, and the payments with respect to administrative
expenses in accordance with section 201 (g) (1).
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(i) There are authorized to be made available for expenditure out
of the Trust Fund such amounts as are .required to pay travel ex-
penses, either on an actual cost or commuted basis, to parties, their
representatives, and all reasonably necessary witnesses for travel with-
in the United States (as defined in section 210(i)) to attend reconsid-
eration interviews and proceedings before administrative law judges
with respect to any determination under this title. The amount avail-
able under the preceding sentence for payment for air travel by any
person shall not exceed the coach fare for air travel between the points
involved unless the use of first-class accommodations is required (as
determined under regulations of the Secretary) because of such per-
:on's health condition or the unavailability of alternative accoinnioda-
tions; and the amount available for payment for other travel by any
person shall not exceed the cost of travel (between the points involved)
by the most economical and expeditious means of transportation ap-
propriate to such person's health condition, as specified in such
regulations.1

I Subsee. (1) was added by see. 310 of P.L 9W-265.

Fp

Se.18170) 423-A



6.-566 0 - 80 - 38



Sec. 1818(a)

Hospital Insurance Benefits for Uninsured Individuals Not
Otherwise Eligible

Sec. 1818 (a) Every individual who-
(1) has attained the age of 65,
(2) is enrolled under part B of this title,
(3) is a resident of the United States, and is either (A) a

citizen or (B) an alien lawfully admitted for permanent residence
who has resided in the United States continuotuly during the 5
years immediately preceding the month in whihi he applies for
enrollment under this section, and

(4) is not otherwise entitled to benefits under this part,
shall be eligible to enroll in the insurance program established by this
part.

(b) An individual may enroll under this section only in such man-
ner and form as may be prescribed in regulations, and only during
an enrollment period prescribed in or under this section.

(c) The provisions of section 1837 (except subsection (f) thereof),
section 1838, subsection (c) of section 1839, and subsect.ons (f) and
(h) of section 1840 shall apply to persons authorized to enroll under
this section except that-

(1) individuals who meet the conditions of subsection (a) (1),
(3), and (4) on or before the last day of the seventh month after
the month in which this section is enacted may enroll under this
part and (if not already so enrolled) may also enroll under part
B during an initial general enrollment period which shall begin
on the first day of the second month which begins after the date
on which this section is enacted and shall end on the last day of
the tenth month after the month in which this Act is enacted;

(2) in the case of an individual who first meets the conditions
of eligibility under this section on or after the first day of the
eighth month after the month in which this section is enacted, the
initial enrollment period shall begin on the first day of the third
month before the month in which he first becomes eligible and
shall end 7 months later;

(3) in the case of an individual who enrolls pursuant to para-
graph (1) of this subsection, entitlement to benefits shall begin
on-

(A) the first day of the second month after the month in
which he enrolls,

(B) July 1, 1973, or
(C) the first day of the first month in which he meets the

requirements of subsection (a),
whichever is the latest;

(4) termination of coverage under this section by the filing of
notice that the individual no longer wishes to participate in the
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hospital insurance program shall take effect at the close of the
month following the month in which such notice is filed;

(5) an individual's entitlement under this section shall termi-
nate with the month before the first month in which he becomes
eligible for hospital insurance benefits under section 226 nf this
Act or section 103 of the Social Security Amendments of 1965;
and upon such termination, such individual shall be deemed,
solely for purposes of hospital insurance entitlement, to have filed
in such first month the application required to establish such
entitlement; and

(6) termination of coverage for supplementary medical insur-
ance shall result in simultaneous termination of hospital insur-
ance benefits for uninsured individuals who are not otherwise
entitled to benefits under this Act.

(d) (1) The monthly premium of each individual for each month
in his coverage period before July 1974 shall be $33.

(2) The Secretary shall, during the last calendar quarter of each
year, beginning in 1973, determine and promulgate the dollar amount
(whether or not such dollar amount was applicable for premiums for
any prior month) which shall be applicable for premiums for months
occurring in the 12-month period commencing July I of the next year.
Such amount shall be equal to $33, multiplied by the ratio of (A)

* the inpatient hospital deductible for such next year, as promulgated
under section 1813(b) (2), to (B) such deductible promulgated for
1973. Any amount determined under the preceding sentence which is
not a multiple of $1 shall be rounded to the nearest multiple of $1, or
if midway between multiples of $1 to the next higher multiple of $1.

(e) Payment of the monthly premiums on behalf of any individual
who meets the conditions of subsection (a) may be made by any pub-
lic or private agency or organization under a contract or other
arrangement entered into between it and the Secretary if the Secre-
tary determines that payment of such premiums under such contract
or arrangement is administratively feasible.

(f) Amounts paid to the Secretary for coverage under this section
shall be deposited in the Treasury to the credit of the Federal Hos-
pital Insurance Trust Fund.

Part B-Supplementary Medical Insurance Benefits for the Aged
and Disabled

Establishment of Supplementary Medical Insurance Program for
the Aged and the Disabled

Sec. 1831. There is hereby established a voluntary insurance pro-
i gram to provide medical insurance benefits in accordance with the pro-
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visions of this part for aged and disabled individuals who elect to
enroll under such program, to be financed from premium payments
by enrollees together with contributions from funds appropriated by
the Federal Government.

Scope of Benefits

Sec. 1832. (a) The benefits provided to an individual by the insur-
ance program established by this part shall consist of-

(1) entitlement to have payment made to him or on his behalf
(subject to the provisions of this part) for medical and other
health services, except those described in subparagraphs (B) and
(D) of paragraph (2) ; and

(2) entitlement to have payment made on his behalf (subject to
the provisions of this part) for-

(A) home health services for up to 100 visits during a
calendar year;

(B) medical and other health services furnished by a
provider of services or by others under arrangement with
them made by a provider of services, excluding-

(i) physician services except where furnished by--
(I) a resident or intern of a hospital, or
(II) a physician to a patient in a hospital which

has a teaching program approved as specified in
paragraph (6) of section 1861(b) (including serv-
ices in conjunction with the teaching programs of
such hospital whether or not such patient is an in-
patient of such hospital), unless either clause (A)
or (B) of paragraph (7) of such section is met, and

(ii) services for which payment may be made pur-
suant to section 1835(b) (2) ; and

(C) outpatient physical therapy services, other than serv-
ices to which the next to last sentence of section 1861(p)
applies; and

(D) rural health clinic services.1
(b) For definitions of "spell of illness", "medical and other health

services", and other terms used in this part, see section 1861.

Payment of Benefits
Sec. 1833. (a) Except as provided in section 1876, and subject to

the succeeding provisions of this section, there shall be paid from the
Federal Supplementary Medical Insurance Trust Fund, in the case of
each individual who is covered under the insurance program estab-
lished by this part and incurs expenses for services with respect to
which benefits are payable under this part, amounts equal to-

1 Subsection (a) was amended by section 1(a) of P.L. 95-210.
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(1) in the case of services described in section 1832(a) (1)-
80 percent of the reasonable charges for the services; except that
(A) an organization which provides medical and other health
services (or arranges for their availability) on a prepayment
basis may elect to be paid 80 percent of the reasonable cost of
services for which payment may be made under this part on
behalf of individuals enrolled in such organization in lieu of 80
percent of the reasonable charges for such services if the orga-
nization undertakes to charge such individuals no more than 20
percent of such reasonable cost plus any amounts payable by them
as a result of subsection (b), (B) with respect to expenses in-
curred for radiological or pathological services for which pay-
ment may be made under this part, furnished to an inpatient of
a hospital by a physician in the field of radiology or pathology,
the amounts paid shall be equal to 100 percent of the reasonable
charges for such services, (C) with respect to expenses incurred
for those physicians' services for which payment may be made un-
der this part that are described in section 1862(a) (4), the amounts
paid shall be subject to such limitations as may be prescribed by
regulations, (D) with respect to diagnostic tests performed
in a laboratory for which payment is made under this part to the
laboratory, the amounts paid shall be equal to 100 percent of the
negotiated rate for such tests (as determined pursuant to subsec-
tion (g) of this section), and (E) with respect to services fur-
nished to individuals who have been determined to have end
stage renal disease, the amounts paid shall be determined subject
to the provisions of section 1881, and

(2) in the case of services described in section 1832 (a) (2) (ex-
cept those services described in subparagraph (D) of section 1832
(a) (2))-with respect to home health services, i00 percent, and
with respect to other services (unless otherwise specified in sec-
tion 1881), 80 percent of-

(A) the lesser of (i) the reasonable cost of such services, as
determined under section 1861(v), or (ii) the customary
charges with respect to such services; or

(B) if such services are furnished by a public provider of
services free of charge or at nominal charges to the public,
the amount determined in accordance with section
1814(b) (2) ; or

(C) if such services are services to which the next to last
sentence of section 1861(p) applies, the reasonable charges
for such services, and

-FII .....m
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(3) in the case of services described in section 1832(a) (2) (D),
*• 80 percent of costs which are reasonable and related to the cost of

furnishing such services or on such other tests of reasonableness as
the Secretary may precribe in regulations, including those author-
ized uwder section 1861(v) (1) (A).'

ISubsection (a) was amended by section 1(b) of P.L. 95-210; see also section 1(c) ot
that law which is printed in this document on p. 802. Subsection ta) was also ameuded
by secs. 4(b) and 4(c) of P.L,. 95-292.
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(b) Before applying subsection (a) with respect to expenses in-
curred by an individual during any calendar year, the total amount
of the expenses incurred by such individual during such year (which
would, except for this subsection, constitute incurred expenses from
which benefits payable under subsection (a) are determinable) shall
be reduced by a deductible of $60; except that (1) the amount of
the deductible for such calendar year as so determined shall first be
reduct !d by the amount of any expenses incurred by such individual
in the last three months of the preceding calendar year and applied
toward such individual's deductible under this section for such pre-
ceding year, and (2) such total amount shall not include expenses
incurred for radiological or pathological services furnished to such
individual as an inpatient of a hospital by a physician in the field of
radiology or pathology. The total amount of the expenses incurred by
an individual as determined under the preceding sentLnce shall, after
the reduction specified in such sentence, be further reduced by an
amount equal to the expenses incurred for the first three pints of
whole blood (or equivalent quantities of packed red blood cells, as
defined under regulations) furnished to the individual during the
calendar year, except that such deductible for such blood shall in
accordance with regulations be appropriately reduced to the extent
that there has been a replacement of such blood (or equivalent quan-
tities of packed red blood cells, as so defined); and for such purposes
blood (or equivalent quantities of packed red blood cells, as so defined)
furnished such individual shall be deemed replaced when the institu-
tion or other person furnishing such blood (or such equivalent quanti-
ties of packed red blood cells, as so defined) is given one pint of blood
for each pint of blood (or equivalent quantities of packed red blood
cells, as so defined) furnished slch individual with respect to which
a deduction is made under this sentence.

(c) Notwithstanding any other provision of this part. with respect
to expenses incurred in any calendar year in connection with the treat-
ment of mental. pssychoneurotic. and personality disorders of an indi-
vidual who is not an inpatient of a hospital at the time such expenses
are incurred, there shall be considered as incurred expenses for pur-
poses of subsections (a) and (b) only whichever of the following
amounts is the smaller:

(1) $312.50, or
(2) 621,/ percent uf such expenses.

(d) No payment may be made under this part with respect to any
services furnished an individual to the extent that such individual is
entitled (or would be entitled except for section 1813) to have pay-
ment made with respect to such services under part A.
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(e) No payment shall be made to any provider of services or other
* person under this patty unless there has been furnished such informa-

tifn as may be nece.,ary in order to determine the amounts due such
provider or other person under this part for the period with respect to
which the amounts are being paid or for any prior period.

(f) (1) In the case of durable medical equipment to be furnished an
individual as described in section 1861(s) (6), the Secretary shall
determine, on the basis of such medical and other evidence as he finds
appropriate (including certification by the attending physician with
respect to expected duration of need). whether the expected duration
af the medical need for the equiplnent warrants a presumption that
purchase of the equipment would be less costly or more practical than
rental. If the Secretarv determines that such a presumption does exist,
lie shall require that the equipment be purchased, on a lease-purchase
basis or otherwi..,e. and shall inake Iayuinent iii accordance with the
leawse-purchase agreement (or in a lunll;) sum amount if the equipment
is purcliabd other than on a lease-purchase basis) ; except that the
Secretary miay atuthorize the rental of the equipment notwithstand-
ing such determination if lie determines that the purchase of the equip-
ment would be inconsistent with the purposes of this title or would
create an undue financial hardship on the individual who will use it.

(2) With respect to purchases of used durable medical equipment,
* the Secretary may waive the 20 percent coinsurance amount applicable

under sub.section (a) whenever the purchase price of the used equip-
nient is at least 25 percent less than the reasonable charge for com-
parable new equipment.

(3) For purposes of paragral)h (1). the Secretary may, pursuant
to agreements made with slupl)lie.s of durable medical equipment,
e-stablish reinmbur.-emnent procedures which he finds to be equitable,
economical, and feasible.

(4) The Secretary shall encourage suppliers of durable medical
equipment to make their equiplmmnt available to individuals entitled
to benefits under this title on a lease-purchase basis whenever
possible.d

1 Subwe. (f) was amended by sec. 16 of P.L,. 95-142.
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(g) In the case of services described in the next to last sentence
* of section 1861(p), with respect to expenses incurred in any calendar

year, no more than $100 shall be considered as incurred expenses for
purposes of subsections (a) and (b). 1

(h) With respect to diagnostic tests performed in a laboratory for
which payment is made under this part to the laboratory, the Secre-
tary is authorized to establish a payment rate which is acceptable to
the laboratory and which would lx; considered the full ?harge for such
tests. Such negotiated rate shall ba limited to an amount not in excess
of the total payment that would have been made for the services in the
absence of such a rate.1

Limitation on Home Health Services

Sec. 1834. (a) Payment under this part may be made fcr home
health services furnished an individual during any calendar year only
for 100 visits during such year. The number of visits to be charged for
purposes of the limitation in the preceding sentence, in connection
with items and services described in section 1861 (m), shall be deter-
mined in accordance with regulations.

(b) For purposes of subsection (a), home health services shall be
taken into account only if payment under this part is or would be,
except for this section or the failure to comply with the request and
certification requirements of or under section 1835 (a), made with
respect to such services.

Procedure for Payment of Claims of Providers of Services

Sec. 1835. (a) Except as provided in subsections (b), (c), and (e),
payment for services described in section 1832(a) (2) furnished an
individual may be made only to providers of services which are eligible
therefor under section 1866(a), and only if-

I Subsets. (g) and (h) were added by secs. 251 (a)t2) and 279(b) of P.L. 92-603. Subsec.
(h) was redesignated as subset. (h) by see. 6(j) of P.L. 96-473.
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(1) written request, signed by such individual, except in cases
in which the Secretary finds it impracticable for the individual
to do so, is filed for such payment in such form, in such manner
and by such person or persons as the Secretary may by regula-
tion prescribe, no later than the close of the period of 3 calendar
years following the year in which such services are furnished
(deeming any services furnished in the last 3- calendar months
of any calendar year to have been furnished in the succeeding
calendar year) except that, where the Secretary deems that effi-
cient administration so requires, such period may be reduced to
not less than 1 calendar year; and

(2) a physician certifies (and recertifies, where sach services are
furnished over a period of time, in such cases, with such frequency,
and accompanied by such supporting material, appropriate to the
case involved, as may be provided by regulations) that-

(A) in the case of home health services (i) such services
are or were required because the individual is or was confined
to his home (except when receiving items and services referred
to in section 1861 (in) (7)) and needed skilled nursing care on
an intermittent basis., or physical or speech therapy, (ii) a
plan for furnishing such services to such individual has been
established and is periodically reviewed by a physician, and
(iii) such services are or were furnished while the individual
is or was wider the care of a physician;

(B) in the case of medical and other health services except
services described in subparagraplhs (B), (C), and (D) of
section 1861(s) (2), such services are or were medically re-
quired; and

(C) in the case of outpatient physical therapy services,
(i) such services are or were required because the individual
needed physical therapy services, (ii) a plan for furnishing
such services has been established, and is periodically re-
viewed by a physician, and (iii) such services are or were
furnished while the individual is or was under the care of a
physician;

(D) in the case of outpatient speech pathology services, (i)
such services are or were required because the individual
needed speech pathology services, (ii) a plan for furnishing
such services has been established and is periodically reviewed
by a physician, and (iii) such services are or were furnished
while the individual is or was under the care of a physician.

To the extent provided by regulations, the certification and re-
certification requirements of paragraph (2) shall be deemed satisfied
where at a later date, a physician makes a certification of the kind
provided in subparagraph (A) or (B) of paragraph (2) (which-

I I
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ever would have applied), but only where such certification is
accompanied by such medical and other evidence as may be required
by such regulations. For purposes of this section, the term "provider
of services" shall include a clinic, rehabilitation agency, or public
health agency if, in the case. of a clinic or rehabilitation agency, such
clinic or agency meets the requirements of section 1861(p) (4) (A),
or if, in the case of a public health agency, such agency meets the
requirements of section 1861(p) (4) (B), but only with respect to the
furnishing of outpatient physical therapy services (as therein
defined).

(b) (1) Payment may also be made to any hospital for services
described in section 1861 (s) furnished as an outpatient service by a

hospital or by others under arrangements made by it to an individual
entitled to benefits under this part even though such hospital does
not have an agreement in effect under this title if (A) such services
were emergency services, (B) the Secretary would be required to
make such payment if the hospital had such an agreement in effect
and otherwise met the conditions of payment hereunder, and (C)
such hospital has made an election pursuant to section 1814(d) (1) (C)
with respect to the calendar year, in which such emergency services
are provided. Such payments shall be made only in the amounts pro-
vided under section 1833 (a) (2) and then only if such hospital agrees
to comply, with respect to the emergency services provided, with the
provisions of section 1866(a).

* (2) Payment may also be made on the basis of an itemized bill to
an individual for services described in paragraph (1) of this sub-
section if (A) payment cannot be made under such paragraph (1)
solely because the hospital does not elect, in accordance with section
1814(d) (1) (C), to claim such payments and (B) such individual files
application (submitted within such time and in such form and man-
ner. and containing and supported by such information as the Secre-
tary shall by regulations prescribe) for reimbursement. The amounts
payable under this paragraph shall, subject to the provisions of sec-
tion 1833, be equal to 80 percent of the hospital's reasonable charges
for such services.

(c) Notwithstanding the provisions of this section and sections
1832). 1833, and 1866(a) (1) (A), a hospital may. subject to such limi-
tations as may be prescribed by regulations, collect from an individual
the customary charges for services specified in secton 1861(s) and
furnished to him by such hospital as an outpatient, but only if such
charges for such services do not exceed the applicable supplementary
medical insurance deductible, and such customary charges shall be
regarded as expenses incurred by such individual with respect to which1. benefits are payable in accordance with section 1833 (a) (1). Payments
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under this title to hospitals which have elected to make collections
from individuals in accordance with the preceding sentence shall be
adjusted periodically to place the hospital in the same position it
would have been had it instead been reimbursed in accordance with
section 1833(a) (2).

(d) Subject to section 1880, no payment may be made under this
part to any Federal provider of services or other Federal agency,
except a provider of services which the Secretary determines is pro-
viding services to the public generally as a community institution or
agency; and no such payment may be made to any provider of services
or other person for any item ur service which such provider or person
is obligated by a law of, or a contract with, the United States to render
at public expense.,

(e) For purposes of services (1) which are inpatient hospital
services by reason of paragraph (7) of section 1861(b) or for which
entitlement exists by reason of clause (II) of section 1832(a) (2) (B)
(i), and (2) for which the reasonable cost thereof is determined under
section 1861(v) (1) (D), payment under this part shall be made to
such fund as inay be designated by the organized medical staff of
the hospital in which such services were furnished or, if such services
were furnished in such hospital by the faculty of a medical school,
to such fund as may be designated by such faculty, but. only if-

(1) such hospital has an agreement with the Secretary under
section lo66, and

(2) the Secretary has received written a&surances that such
payment will be used by such fund solely for the improvement
of care to patients in such hospital or for educational or chari-
table purposes and (B) the individuals who were furnished such
services or any other persons will not be charged for such services
(or if charged provision will be made for return for any moneys
incorrectly collected).

Eligible Individuals

Sec. 1836. Every individual who-
(1) is entitled to hospital insurance benefits under part A, or
(2) has attaii~ed age 65 and is a resident of the United States,

and is either (A) a citizen or (B) an alien lawfully admitted for
lpernmanet residence who has resided in the United States continu-
ously during the 5 years immediately preceding the month in
which he applies for enrollment under this part,

is eligible to enroll in the insurance program established by this part.

£ Subsection (d) was amended by section 401(a) of P.L. 94-437.
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Enrollment Periods

Sec. 1837. (a) An individual may enroll in the insurance program
4 established by this part only in such manner and form as may be pre-

scribed by regulations, and only during an enrollment period pre-
scribed in or under this section.

(b) No individual may enroll under this part more than twice.
(c) In the case of individuals who first satisfy paragraph (1) or

(2) of section 1836 before March 1, 1966, the initial general enroll-
ment period shall begin on the first day of the second month which
begins after the date of enactment of this title and shall end on lay 31,
1966. For purposes of this subsection and subsection (d), an in-
dividual who has attained age 65 and who satisfies paragraph (1) of
section 1836 but not paragraph (2) of such section shall be treated
as satisfying such paragraph (1) on the first day on which he is (or
on filing application would have been) entitled to hospital insurance
benefits under part A.

(d) In the case of an individual who first satisfies paragraph (1)
or ('2) of section 1836 on or after March 1, 1966, his initial enroll-
ment period shall begin on the first day of the third month before the
month in which he first satisfies such paragraphs and shall end seven
months later. Where the Secretary finds that an individual who has

J attained age 65 failed to enroll under this part during his initial en-
rollment period (based on a determination by the Secretary of the
month in which such individual attained age 65), because such in-
dividual (relying on documentary evidence) was mistaken as to his
correct date of birth, the Secretary shall establish for such individual
an initial enrollment period based on his attaining age 65 at the time
shown in such documentary evidence (with a coverage period deter-
mined under section 1838 as though he had attained such age at that
time).

(e) There shall be a general enrollment period, after the period
described in subsection (c), during the period beginning on January 1
and ending on March 31 of each year beginning with 1969.

(f) Any individual-
(1) who is eligible under section 1836 to enroll in the medical

insurance program by reason of entitlement to hospital insurance
benefits as described in paragraph (1) of such section, and

(2) whose initial enrollment period under subsection (d)
begins after March 31, 1973, and

(3) who is residing in the United States, exclusive of Puerto
Rico,

shall be deemed to have enrolled in the medical insurance program
established by this part.
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(g) All of the provisions of this section shall apply to individuals
satisfying subsection (f), except that-

(1) in the case of an individual who satisfies subsection (f)
by reason of entitlement to disability insurance benefits described
in section 226(a) (2) (B), his initial enrollment period shall
begin on the first day of the later of (A) April 1973 or (B)
the third month before the 25th month of such entitlement, and
shall reoccur with each continuous period of eligibility (as defined
in section 1839 (e) ) and upon attainment of age 65 ;1

(2) (A) in the case of an individual who is entitled to monthly
benefits under section 202 or 223 on the first (lay of his initial
enrollment period or becomes entitled to monthly benefits under
section 202 during the first 3 months of such period, his enroll-
ment shall be deemed to have occurred in the third month of his
initial enrollment period, and

(B) in the case of an individual who is not entitled to bene-
fits under section 202 on the first day of his initial enrollment
period and does not become so entitled during the first 3 months
of such period, his enrollment shall be deemed to have occurred in
the month in which he files the application establishing his entitle-
ment to hospital insurance benefits provided such filing occurs
during the last 4 months of his initial enrollment period; and

(3) in the case of an individual who would otherwise satisfy
subsection (f) but does not establish his entitlement to hospital
insurance benefits until after the last day of his initial enroll-
mneat period (as defined in subsection (d) of this section), his
enrollment shall be deemed to have occurred on the first day of
the earlier of the then current or immediately succeeding general
enrollment period (as defined in subsection (e) of this section).

(h) In any case where the Secretary finds that an individual's
enrollment or nonenrollment in the insurance program established by
this part or part A pursuant to section 1818 is unintentional, inad-
vertent, or erroneous and is the result of the error, misrepresentation,
or inaction of an officer, employee, or agent of the Federal Govern-
ment, or its instrumentalities, the Secretary may take such action (in-
cluding the designation for such individual of a special initial or sub-
sequent enrollment period, with a coverage period determined on the
basis thereof and with appropriate adjustments of premiums) as may
be necessary to correct or eliminate the effects of such error, misrep-
resentation, or inaction.

Coverage Period

Sec. 1838. (a) The period during which an individual is entitled to
benefits under the insurance program established by this part (herein-

' Subpar. (1) was amended by see. 103 of P.L. 96--265.
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after referred to as his "coverage period") shall begin on whichever
* of the following is the latest:

(1) July 1, 1966 or (in the case of a disabled individual who
has not attained age 65) July 1,1973, or

(2) (A) in the case of an individual who enrolls pursuant to
subsection (d) of section 1837 before the month in which he first
satisfies paragraph (1) or (2) of section 1836, the first day of
such month, or

(B) in the case of an individual who enrolls pursuant to such
subsection (d) in the month in which he first satisfies such para-
graph, the first day of the month following the month in which
lie so enrolls, or

(C) in the case of an individual who enrolls pursuant to such
subsection (d) in the month following the month in which he first
satisfies such paragraph, the first day of the second month follow-
ing the month in which lie so enrolls, or

(D) in the case of an individual who enrolls pursuant to such
subsection (d) more than one month following the month in which
lie satisfies such paragraph. the first day of the third month fol-
lowing the month in which lie so enrolls, or

(E) in the case of an individual who enrolls pursuant to sub-
section (e) of section 1837, the July 1 following the month in
which lie so enrolls; or

(3) (A) in the case of an individual who is deemed to have
enrolled on or before the last day of the third month of his initial
enrollmnent period. the first day of the month in which lie first
meets the aplplicable requirements of section 1836 or July 1, 1973,
whichever is later, or

(B) in the vase of an individual who is deemed to have enrolled
on or after the first day of the fourth month of his initial enroll-
ment period, as prescrilt-d under subparagraplhs (B), (C), (D),
and (E) of paragraph (2) of this subsection.

(b) An individual's coverage period shall continue until his enroll-
ment has been terminated-

(1) by the filing of notice that the individual no longer wishes
to participate in the insurance program established by this part.,
or

(2) for nonpayment of premiums.
The termination of a coverage period under paragraph (1) shall take
effect at the close of the calendar quarter following the calendar quar-
ter in which the notice is filed. The termination of a coverage period
under laragtraph (2) shall take effect on a date determined under regu-
lations. which may be determined so as to provide a grace period inS which overdue premiums may be paid and coverage continued. The

;, -' r - . - `9
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grace period determined tinder the preceding sentence shall not exceed
90 days; except that it may be extended to not to exceed 180 days in
any case where the Secretary determines that there was good cause for
failure to pay the overdue premiums within such 90-day period.

Where an individual who is deemed to have enrolled for medical
insurance pursuant to section 1837(f) files a notice before the first day
of the month in which his coverage period begins advising that he
does not wish to be so enrolled, the termination of the coverage period
resulting from such deemed enrollment shall take effect with the first
day of the month the coverage would have been effective and such
notice shall not be considered a disenrollment for the purposes of
section 1837(b). Where an individual who is deemed enrolled for medi-
cal insurance benefits pursuant to sectionn 1837 (f) files a notice request-
ing termination of his deemed coverage in or after the month in which
such cov,-rage becomes effective, the termination of such coverage
shall take effect at the close of the calendar quarter following the calen-
dar quarter in which the notice is filed.

(c) In the case of an individual satisfying paragraph (1) of section
1836 whose entitlement to hospital insurance benefits under part A
is based on a disability rather than on his having attained the age of
65, his coverage period (and his enrollment under this part) shall be
terminated as of the close of the last month for which lie is entitled to
hospital insurance benefits.

(d) No payments may be made under this part with respect to the
expenses of an individual unless such expenses were incurred by such
individual during a period which, with respect to him, is a coverage
period.

Amounts of Premiums

Sec. 1839. (a) The monthly premium of each individual enrolled
under this part for each month before 1968 shall be $3.

(b) (1) The monthly premium of each individual enrolled under
this pait for each month after 1967 and before July 1, 1973, shall be
the amount determined tinder paragraph (2).

(2) The Secretary shall, during December 1968 and of each year
e4iding on or before December 31, 1971, determine and promulgate the
dollar amount (whether or not such dollar amount was applicable for
premiums for any prior month) which shall be applicable for pre-
iniums for months occurring in the 12-month period commencing
.July 1 in each succeeding year. Such dollar amount shall be such
amount as the Secretary estimates to be necessary- so that the aggregate
premiums for such 12-month period will equal one-half of the total of
the benefits and administrative costs which he estimates will Le pay-
able from the Federal Supplementary Medical Insurance Trust Fund
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for such 12-month period. In estimating aggregate benefits payable for
any period, the Secretary shall include an appropriate amount for a
W contingency margin. Whenever the Secretary, pursuant to the preced-
ing sentence. promulgates the dollar amount which shall be applicable
for premiums for any period, he shall, at the time such promulgation
is announced, issue a public statement setting forth the actuarial as-
sumptiolls and bases employed by him in arriving at the amount of
premiums so pronmulgated.

(c) (1) The Secretary shall, during December of 1972 and of each
year thereafter, determine the monthly actuarial late for enrollees age
65 and over which shall be applicable for the 12-month period com-
ientcing July 1 in the succeeding year. Such actuarial rate shall be the

amount the Secretary estimates to be necessary so that the aggregate
amount for such 12-month period with respect to those enrollees age 65
and over will equal one-half of the total of the benefits and administra-
tive costs which he estimates will be payable from the Federal Supple-
inentary Medical Insurance Trust Fund for services performed and
related administrative costs incurred in such 12-month period. In cal-
culating the monthly actuarial rate, the Secretary shall include an
appropriate amount for a contingency margin.

(2) The monthly premium of each individual enrolled under this
part for each month after June 1973 shall, except as provided in sub-

* section (d), be the amount determined under paragraph (3).
(3) The Secretary shall, during December of 1972 and of each year

thereafter, determine and promulgate the monthly premium applicable
for the individuals enrolled under this part for the 12-month period
commencing July 1 in the succeeding year. The monthly premium shall
be equal to the smaller of-

(A) the monthly actuarial rate for enrollees age 65 and over,
determined according to paragraph (1) of this subsection, for that
12-month period, or

(B) the monthly premium rate most recently promulgated by
the Secretary under this paragraph, increased by a percentage
determined as follows: The Secretary shall ascertain the primary
insurance amount computed under section 215(a) (1), based upon
average indexed monthly earnings of $900, that applied to indi-
viduals who became eligible for and entitled to old-age insurance
benefits on May 1 of the year of the promulgation. He shall in-
crease the monthly premium rate by the same percentage by which
that primary insurance amount is increased when, by reason of the
law in effect at the time the promulgation is made, it is so com-
puted to apply to those individuals on the following May 1.1

I Subparagraph (B) was amended by section 205(e) of P.L. 95-216, effective with respect
to social security benefits payable for months after December 1978. *
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Whenever the Secretary promulgates the dollar amount which shall
be applicable as the monthly premium for any period, he shall, at the
time such promulgation is announced, issue a public statement setting
forth the actuarial assumptions and bases employed by him in arriving
at the amount of an adequate actuarial rate for enrollees age 65 and
over as provided in paragraph (1) and the derivation of the dollar
amounts specified in this paragraph."

(4) The Secretary shall also, during December of 1972 and of each
year thereafter, determine the monthly actuarial rate for disabled en-
rollees under age 65 which shall be applicable for the 12-month period
commencing July 1 in the succeeding year. Such actuarial rate shall
be the amount the Secretory estimates to be necessary so that the ag-
gregate amount for such 12-month period with respect to disabled en-
rollees under age 65 will equal one-half of the total of the L-nefits and
administrative costs which he estimates will be incurred i,* the
Federal Supplementary Medical Insurance Trust Fund for such 12-
month period with respect to such enrollees. In calculating the
monthly actuarial rate under this paragraph, the Secretary shall in-
clude an appropriate amount for a contingency margin.

(d) In the case of an individual whose coverage period began pur-
suant to an enrollment after his initial enrollment period (determined
pursuant to subsection (c) or (d) of section 1837), the monthly pre-
mium determined under subsection (b) or (c) shall be increased by
10 percent of the monthly premium so determined for each full 12
months (in the same continuous period of eligibility) in which he
could have been but was not enrolled. For purposes of the preceding
sentence, there shall be taken into account (1) the months which
elapsed between the close of his initial enrollment period and the close
of the enrollment period in which he enrolled, plus (in the case of an
individual who enrolls for a second time) (2) the months which
elapsed between the date of the termination of his first coverage period
and the close of the enrollment period in which he enrolled for the sec-
ond time. Any increase in an individual's monthly premium under the
first sentence of this subsection with respect to a particular con-
tinuous period of eligibility shall not be applicable with respect to any
other continuous period of eligibility which such individual may have.

(e) If any monthly premium determined under the foregoing pro-
visions of this section is not a multiple of 10 cents, such premium shall
be rounded to the nearest multiple of 10 cents.

(f) For purposes of subsection (c) (and section 1837 (g) (1)), an
individual's "continuous period of eligibility" is the period beginning
with the first day on which he is eligible to enroll under section 1836
and ending with his death; except that any period during all of which
an individual satisfied paragraph (1) of section 1836 and which termi-

I Subsection (c) (3) was amended by section 104 of Public Law 94-182.
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nated in or before the month preceding the month in which he attained
~ age 65 shall be a separate "continuous period of eligibility" with re-

spect to such individual (and each such period which terminates shall
be deemed not to have existed for purposes of subsequently applying
this section).

Payment of Premiums

Sec. 1840. (a) (1) In the case of an individual who is entitled to
monthly benefits under section 202 or 223, his monthly premiums
under this part shall (except as provided in subsections (b) (1) and
(c)) be collected by deducting the amount thereof from the amount
of such monthly benefits. Such deduction shall be made in such manner
and at such times as the Secretary shall by regulation prescribe.

(2) The Secretary of the Treasury shall, from time to time, transfer
from the Federal Old-Age and Survivors Insurance Trust Fund or the
Federal Disability Insurance Trust Fund to the Federal Supplemen-
tary Medical Insurance Trust Fund the aggregate amount deducted
under paragraph (1) for the period to which such transfer relates
from benefits under section 002 or 223 which are payable from such
Trust Fund. Such transfer shall be made on the basis of a certification
by the Secretary of Health, Education, and Welfare and shall be
appropriately adjusted to the extent that prior transfers were too
great or too small.

(b) (1) In the case of an individual who is entitled to receive for a
month an annuity under the Railroad Retirement Act of 1974
(whether or not such individual is also entitled for such month to a
monthly insurance benefit under section 202), his monthly premiums
under this part shall exceptt as provided in subsection (c)) be col-
lected by deducting the amount thereof from such annuity or pension.
Such deduction shall be made in such manner and at such times as
the Secretary shall by regulations prescribe. Such regulations shall
be prescribed only after consultation with the Railroad Retirement
Board.

(2) The Secretary of the Treasury shall, from time to time, trans-
fer from the Railroad Retirement Account to the Federal Supplemen-
tary M•edical Insurance Trust Fund the aggregate amount deducted
under paragraph (1) for the period to -which such transfer re-
lates. Such transfers shall be made on the basis of a certification by
the Railroad Retirement Board and shall be appropriately adjusted
to the extent that prior transfers were too great or too small.

(c) If an individual to whom subsection (a) or (b) applies esti-
mates that the amount which will be available for deduction under
such subsection for any premium payment period will be less than

Sthe amount of the monthly premiums for such period, lie may (under
regulations) pay to the Secretary such portion of the monthly pre-
miums for such period as he desires.
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(d) (1) In the case of an individual receiving an annuity under
subchapter III of chapter 83 of title 5, United StaLes Code, or any
other law administered by the Civil Service Conunission providing
retirement or survivorship protection, to whom neither subsection (a)
nor subsection (b) applies, his monthly premiums under this part
(and the monthly premiums of the spouse of such individual under
this part if neither subsection (a) nor subsection (b) applies to such
spouse and if such individual agrees) sha"l, upon notice from the Sec-
retary of Health, Education, und Welfare to the Civil Service Com-
mission, be collected by deducting the amount thereof from each
installment of such annuity. Such deduction shall be made in such
manner and at such times as the Civil Service Commission may deter-
mine. The Civil Service Commission shall furnish such information
as the Secretary of Health, Education, and Welfare may reasonably
request in order to carry out his functions wider this part with respect
to individuals to whom this subsection applies. A plan described in
section 8903 of title 5, United States Code, may reimburse each an-
nuitant enrolled in such plan an amount equal to the premiums paid
by him under this part if such reimbursement is paid entirely from
funds of such plan which are derived from sources other than the
contributions described in section 8906 of such title.

(2) The Secretary of the Treasury shall, from time to time, but not
less often than quarterly, transfer from the Civil Service Retirement
and Disability Fund, or the account (if any) applicable in the case
of such other law administered by the Civil Service Commission, to
the Federal Supplementary Medical Insurance Trust Fund, the a-ggre-
gate amount deducted under paragraph (1) for the period to which
such transfer relates. Such transfer shall be made on the basis of a
certification by the Civil Service Commission and shall be appropri-
ately adjusted to the extent that prior transfers were too great or too
small.

(e) In the case of an individual who participates in the insurance
program established by this part but with respect to whom none of
the preceding provisions of this section applies, or with respect to
whom subsection (c) applies, the premiums shall be paid to the Sec-
retary at such times, and in such manner, as the Secretary shall by
regulations prescribe.

(f) Amounts paid to the Secretary under subsection (c) or (e) shall
be deposited in the Treasury to the credit of the Federal Supplemen-
tary Medical Insurance Trust Fund.

(g) In the case of an individual who participates in the insurance
program established by this part, premiums shall be payable for the
period commencing with the first month of his coverage period and
ending with the month in which he dies or, if earlier, in which his
coverage under such program terminates.
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(h) In the case of an individual who is enrolled under the program
* established by this part as a member of a coverage group to which an

agreement with a State entered into pursuant to section 1843 is
applicable, subsection (a), (b), (c), and (d) of this section shall not
apply to his monthly premium for any month in his coverage period
which is determined under st -tion 1843(d).

Federal Supplementary Medical Insurance Trust Fund

Sec. 184L (a) There is hereby created on the books of the Treasury
of the United States a trust fund to be known as the "Federal Supple-
mentary Medical Insurance Trust Fund" (hereinafter in this section
referred to as the "Trust Fund"). The Trust Fund shall consist of
such gifts and bequests as may be made as provided in section 201
(i) (1), and such amounts as may be deposited in, or appropriated
to, such fund as provided in this part.

(b) With respect to the Trust F-And, there is hereby created a Lody
to be known as the Board of Trustees of the Trust Fund (hereinafter
in this section referred to as the "Board of Trustees") composed of the
Secretary of the Treasury, the Secretary of Labor and the Secretary
of Health, Education, and Welfare, all ex officio. The Secretary of the
Treasury shall be the Managing Trustee of the Board of Trustees

O (hereinafter in this section referred to as the "Managing Trustee").
The Administrator of the Health Care Financing Administration
shall serve as the Secretary of the Board of Trustees. The Board of
Trustees shall meet not less frequently than once each calendar year.
It shall be the duty of the Board of Trustees to-

(1) Hold the Trust Fund;
(2) Report to the Congress not later than the first day of April

of each year on the operation and status of the Trust Fund during
the preceding fiscal year and on its expected operation and status
during the current fiscal year and the next 2 fiscal years;

(3) Report immediately to the Congress whenever the Board
is of the opinion that the amount of the Trust Fund is unduly
small; and

(4) Review the general policies followed in managing the
Trust Fund, and recommend changes in such policies, including
necessary changes in the provisions of law which govern the way
in which the Trust Fund is to be managed.

The report provided for in paragraph (2) shall include a statement
of the assets of, and the disbursements made from, the Trust Fund
during the preceding fiscal year, an estimate of the expected income
to, and disbursements to be made from, the Trust Fund during the

O current fiscal year and each of the next 2 fiscal years, and a statement
of the actuarial status of the Trust Fund. Such report shall be printed

"I Se&. 1841 (b)
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as a House document of the session of the Congress to which the report
is made.1

(c) It shall be the duty of the Managing Trustee to invest such por-
tion of the Trust Fund as is not, in his judgment, required to meet
current withdrawals. Such investments may be made only in interest-
bearing obligations of the United States or in obligations guaranteed
as to both principal and interest by the United Stats For such pur-
pose such obligations may be acquired (1) on original issue at the issue
price, or (2) by purchase of outstanding obligations at the market
price. The purposes for which obligations of the United States may be
issued under the Second Liberty Bond Act, as amended, are hereby ex-
tended to authorize the issuance at par of public-debt obligations for
purchase by the Trust Fund. Such obligations issued for purchase by
the Trust Fund shall have maturities fixed with due regard for the
needs of the Trust Fund and shall bear interest at a rate equal to the
average market yield (computed by the Managing Trustee on the
basis of market quotations as of the end of the calendar month next
preceding the date of such issue) on all marketable interest-bearing
obligations of the United States then forming a part of the public
debt which are not due or callable until after the expiration of 4 years
from the end of such calendar month; except that where such average
market yield is not a multiple of one-eight.! of I per centum, the rate
of interest on such obligations shall be the multiple of one-eighth of
I per centum nearest such market yield. The Managing Trustee may
purchase other interest-bearing obligations of the United States or
obligations guaranteed as to both principal and interest by the United
States, on original issue or at the market price, only where he deter-mines that the purchase of such other obligations is in the public
interest.

(d) Any obligations acquired by the Trust Fund (except public
debt obligations issued exclusively to the Trust Fund) 'may be sold by
the Managing Trustee at the market price, and such public-debt
obligations may be redeemed at par plus accrued interest.

(e) The interest on, and the proceeds from the sale or redemption of,
any obligations held in the Trust Fund shall be credited to and form
a part of the Trust Fund.

(f) There shall be transferred periodically (but not less often than
once each fiscal year) to the Trust Fund from the Federal Old-Age
and Survivors Insurance Trust Fund and from the Federal Disability
Insurance Trust Fund amounts equivalent to the amounts not pre-
viously so transferred which the Secretary of Health, Education, and
Welfare shall have certified as overpayments (other than amounts so
certified to the Railroad Retirement Board) pursuant to section
1870(b) of this Act. There shall be transferred periodically (but not
less often than once each fiscal year) to the Trust Fund from the Rail-

I Subsection (b) was amended by sem. of P.L. 95-292.
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road Retirement Account amounts equivalent to the amounts not pre-
* viously so transferred which the Secretary of Health, Education, and

Welfare shall have certified as overpayments to the Railroad Retire-
ment Board pursuant to section 1870(b) of this Act.

(g) The Managing Trustee shall pay from time to time from the
Trust Fund such amounts as the Secretary of Health, Education, and
Welfare certifies are necessary to make the payments provided for
by this part. and the payments with respect to administrative expenses
in accordance with section 201 (g) (1).

(h) The Managing Trustee shall pay from time to time from the
Trust Fund such amounts as the Secretary of Health, Education, and
Welfare certifies are necessary to pay the costs incurred by the Civil
Service Commission in making deductions pursuant to section 1840
(d) During each fiscal year, or after the close of such fiscal year,
the Civil Service Commission shall certify to the Secretary the amount
of the costs it incurred in making such deductions, and such certified
amount shall be the basis for the amount of such costs certified by the
Secretary to the Managing Trustee.

(i) The 'Mana'ging Trustee shall pay from time to time from the
Trust Fund such amounts as le Secretary of Ihealth, Education, and
'Welfare ceitifies are necessary to pay the costs incurred by the Rail-
road Retirement Board for services perforlned pursuant to section

* 1840(b) (1) and section 1842((g). During each fiscal year or after the
close of suclh fiscal year. the Railroad Retireinent Board shall certify
to the Secretarv tle almiount of ihe costs it incurred in performing
such services and suc'h certified imnount shall be the basis for the
amount of such costs certified by the Secretary to the Managing
Trustee.

Use of Carriers for Administration of Benefits

Sec. 1812. (a) In order to provide for the adhninistration of the bene-
fits under this j)art with maxinium efficien(y and convenience for in-
div;duals entitled to benefits under this part and for providers of
services and other persons furnishing services to such individuals, and
with a view to furthering coordination of the administration of the
benefits under part A and under this part, the Secretary is authorized
to enter into contracts with carriers, including carriers with which
agreements under section 1816 are in effect, which will perform some or
all of the following functions (or. to the extent provided in such con-
tracts. will secure performance thereof by other organizations) ; and,
with respect to any of the following functions which involve payments
for physicians' services on a reasonable charge basis, the Secretary
shall to the extent possible enter into such contracts:

(1) (A) make determinations of the rates and amounts of pay-
ments required pursuant to this part to be made to providers of
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services and other persons un a reasonable cost or reasonable
charge basis (as may be applicable) ;

(B) receive, disburse, and account for funds in making such
payments; and

(C) make such audits of the records of providers of services as
may be necessary to assure that proper payments are made under
this part;

(2) (A) determine compliance with the requirements of sectioD
1861(k) as to utilization review; and

(B) assist providers of services and other persons who furnish
services for which payment may be made under this part in the
development of procedures relating to utilization practices, make
studies of the effectiveness of such procedures and methods for
their improvement, assist in the application of safeguards against
unnecessary utilization of services furnished by providers of serv-
ices and other persons to individuals entitled to benefits under
this part, and provide procedures for and assist in arranging,
where necessary, the establishment of groups outside hospitals
(meeting the requirements of section 1861(k) (2)) to make re-
views of utilization;

(3) serve as a channel of communication of information relating
to the administration of this part; and

(4) otherwise assist, in such manner as the contract may pro-
vide, in discharging administrative duties necessary to carry out
the purposes of this part.

(b) (1) Contracts with carriers under subsection (a) may be entered
into without regard to section 3709 of the Revised Statutes or any
other provision of law requiring competitive bidding.

(2) No such contract shall be entered into with any carrier unless
the Secretaiy finds that such 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.

(3) Each such contract shall provide that the carrier-
(A) will take such action as may be necessary to assure that,

where payment under this part for a service is on a cost basis, the
cost is reasonable cost (as determined under section 1861(v) ) ;

(B) will take such action as may be necessary to assure that,
where payment under this part for a servie is on a charge basis,
such ch•arge will be reasonable and not higher than the charge
applicable, for a comparable service and under comparable cir-
cumstances, to the policyholders and subscribers of the carrier,
and such payment will (except as otherwise provided in section
1870(f)) be made-

(i) on the basis of an itemized bill; or
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(ii) on the basis of an assignment under the terms of which
(I) the reasonable chrl'ge is the full charge for the service
(except in the case of physicians' services and ambulance
service furnished as described in section 1862(a) (4), other
than for purposes of section 1870(f)) and (II) the physi-
cian or other person furnishing such service agrees not to
charge for such service if payment may not be made there-
for by reason of the provisions of paragraph (1) of section
1862, and if the individual to whom such service was fur-
nished was without fault in incurring the expenses of such
service, and if the Secretary's determination that payment
(pursuant to such assignment) was incorrect and was made
subsequent to the third year following the year in which
notice of such payment was sent to such individual; except
that the Secretary may reduce such three-year period to not
less than one year if he finds such reduction is consistent with
the objectives of this title;

but (in the case of bills submitted, or requests for payment made,
after March 1968) only if the bill is submitted, or a written re-
quest for payment is made in such other form as may be permit-
ted under regulations, no later than the close of the calendar
year following the year in which such service is furnished (deem-
ing any service furnished in the last 3 months of any calendar year
to have been furnished in the succeeding calendar year);

(C) will establish and maintain procedures pursuant to which
an individual enrolled under this part will be granted an oppor-
tunity for a fair hearing by the carrier, in any case where the
amount in controversy is $100 or more when requests for pay-
ment under this part with respect to services furnished him are
denied or are not acted upon with reasonable promptness or when
the amount of such payment is in controversy;

(1)) will furnish to the Secretary such timely information and
reports as he may find necessary in performing his functions un-
der this part; an.d

(E) will maintain such records and afford such access thereto as
the Secretary finds necessary to assure the correctness and verifi-
cation of the information and reports under subparagraph (D)
and otherwise to carry out the purposes of this part;

and shall contain such other terms and conditions not inconsistent with
this section as the Secretary may find necessary or appropriate. In
determining the reasonable charge for services for purposes of this
paragraph, there shall be taken into consideration the customary
charges for similar services generally made by the physician or other
person furnishing such services, as well as the prevailing charges in
the locality for similar services.
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No charge may be determined to be reasonable in the case of bills
submitted or requests for payment made under this part after Decem-
ber 31, 1970, if it exceeds the higher of (i) the prevailing charge recog-
nized by the carrier and found acceptable by the Secretary for similar
services in the same locality in administering this part on December
31, 1970, or (ii) the prevailing charge level that, on the basis of
statistical data and methodology acceptable to the Secretary, would
cover 75 percent of the customary charges made for similar services in
the same locality during the last preceding calendar year elapsing
prior to the start of the twelve-month period (beginning July 1 of
each year) in which the bill is submitted or the request for pay-
ment is made. In the case of physician services the prevailing charge
level determined for purposes of clause (ii) of the preceding sentence
for any twelve-month period (beginning after June 30, 1973) speci-
fied in clause (ii) of such sentence may not exceed (in the aggre-
gate) the level determined under such clause for the fiscal year end-
ing June 30, 1973, except to the extent that the Secretary finds, on
the basis of appropriate economic index data, that such higher
level is justified by economic changes. With respect. to power-operated
wheelchairs for which payment may be made in accordance with
section 1861 (s) (6), charges determined to be reasonable may not
exceed the lowest charge at which power-operated wheelchairs are
available in the locality. In the case of medical services, supplies,
and equipment (including equipment servicing) that, in the judg-
ment of the Secretary, do not generally vary significantly in quality
from one supp!ier to another, the charges incurred after Decem-
ber 31, 1972, determined to be reasonable may not exceed the low-
est charge levels at which such services, supplies, and equipment
are widely and consistently available in a locality except to the extent
and under the circumstances specified by the Secretary. The require-
ment in subparagraph (B) that a bill be submitted or request for pay-
ment be made by the close of the following calendar year shall not
apply if (i) failure to submit the bill or request the payment by the
close of such year is due to the error or misrepresentation of an officer,
employee, fiscal intermediary, carrier, or agent of the Department of
Health, Educatio'n, and Welfare performing functions under this title
and acting withiji the scope of his or its authority, and (ii) the bill is
submitted or the payment is requested promptly after such error or
misrepresentation is eliminated or corrected. Notwithstanding the
provisions of the third and fourth sentences preceding this sentence,
the prevailing charge level in the case of a physician service in a par-
ticular locality determined pursuant to such third and fourth sentences
for the twelve-month period beginning on July 1 in any calendar
year after 1974 shall, if lower than the prevailing charge level for
the fiscal year ending June 30, 1975, in the case of a similar physi-
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cian service in the same locality by reason of the application of eco-
* nomic index data, be raised to such prevailing charge level for the

fiscal year ending June 30, 1975.1 2

(4) Each contract under this section shall be for a term of at least
one year, and may be made automatically renewable from term to
term in the absence of notice by either party of intention to terminate
at the end of the current term; except that the Secretary may termi-
nate any such contract at anytime (after such reasonable notice and
opportunity for hearing to the carrier involved as lie may provide in
regulations) if he finds that the carrier has failed substantially to
carry out the contract or is carrying out the contract in a manner
inconsistent with the efficient and effective administration of the insur-
ance program established by this part.

(5) No payment under this part for a service provided to any indi-
vidual shall (except as provided in section 1870) be made to anyone
other than such individual or (pursuant to an assignment described in
subparagraph (B) (ii) of paragraph (3)) the physician or other per-
son who provided the service, except that payment may be made (A)
to the employer of such physician or other person if such physician or
other person is required as a condition of his employment to turn over
his fee for such service to his employer, or (B) (where the service was
provided in a hospital, clinic, or other facility) to the facility in which

*m the service was provided if there is a contractual arrangement between
such physician or other person and such facility under which such
facility submits the bill for such service. No payment which under
the preceding sentence may be made directly to the physician or other
person providing the service involved (pursuant to an assignment de-
scribed in subparagraph (B) (ii) of paragraph (3)) shall be made
to anyone else under a reassiwmment or power of attorney (except to
an employer or facility as described in clause (A) or (B) of such sen-
tence) ; but nothing in this subsection shall be construed (i) to pre-
vent the making of such a payment in accordance with an assignment
from the individual to whom the service was provided or a reassign-
ment from the physician or other person providing such service if such
assignment. or reassignment is made to a governmental agency or en-
tity or is established by or pursuant to the order of a court of com-
petent jurisdiction, or (ii) to preclude an agent of the physician or
other person providing the service from receiving any such payment
if (bult only if) such agent does so pursuant to an agency agreement
under v-hich the compensation to be paid to the agent for his services

'The last sei. LJnee of paragraph (3) was added by section 101(a) of Public Law
94-182 subject to limitat'ons specified in section 101(b) of that act which is reprinted
In this d cirierit on pauire 7';1.

- Paragraph (3) was amended by sections 2 and 3 of P.L. 94-368 effective as specified
In section 4 of that aet. Section 4 appears in this document on page 778. Paragraph (3)
was also amended by section 501(b) of P.1. 95-216.
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for or in connection with the billing or collection of payments due
* such physician or other person under this title is unrelated (dir.ectly

or indirectly) to the amount of such payments or the billings therefor.
and is not dependent upon the actual collection of any such payment.1

(c) Any contract entered into with a carrier under this section shall
provide for advances of funds to the carrier for the making of pay-
ments by it under this part, and shall provide for payment of the cost
of administration of the carrier, as determined by the Secretary to be
I .cessary and proper -for carrying out the functions covered by the
contract.

(d) Any contract with a carrier tinder this section may require such
carrier or any of its officers or employees certifying payments or dis-
bursilg finds pursuant to the contract, or otherwise participating in
carrying out the contract, to give surety bond to the United States in
such amount as the Secretary way deem appropriate.

(e) (1) No individual designated pursuant to a contract under this
section as a certifying officer shall, in the absence of gross negligence
or intent to defraud the United States, be liable with respect to any
payments certified by him trider this section.

(2) No disbursing offer shall, in the absence of gross negligence or
intent to defraud thie United States, be liable with respect to aily pay-

L 'The last sentence of paragraph (5) was added by section 2(a) (1) of P.L. 95--142.
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meant by him under this section if it was based upon a voucher signed
by a certifying officer designated as provided in paragraph (1) of this
subsection.

(3) No such carrier shall be liable to the United States for any pay-
ments referred to in paragraph (1) or (2).

(f) For purpose of this part, the term "carrier" means-
(1) with respect to providers of services and other persons, a

voluntary association, corporation, partnership, or other nongov-
ernmental organization which is lawfully engaged in providing,
paying for, or reimbursing the cost of, health services under
group insurance policies or contracts, medical or hospital service
agreements, membership or subscription contracts, or similar
group arrangements, in consideration of premiums or other peri-
odic charges payable to the carrier, including a health benefits
plan duly sponsored or underwritten by an employee organiza-
tion; and

(2) with respect to providers of services only, any agency or
organization (not described in paragraph (1)) with which an
agreement is in effect under section 1816.

(g) The Railroad Retirement Board shall, in accordance with such
regulations as the Secretary may prescribe, contract with a carrier
or carriers to perform the functions set out in this section with respect
to individuals entitled to benefits as qualified railroad retirement bene-
ficiaries pursuant to section 226(a) of this Act and section 7(d) of
the Railroad Retirement Act of 1974.

State Agreements for Coverage of Eligible Individuals Who Are
Receiving Money Payments Under Public Assistance Programs
(or Are Eligible for Medical Assistance)

See. 1843. (a) The Secretary shall, at the request of a State made
before January 1, 1970, enter into an agreement with such State pur-
suant to which all eligible individuals in either of the coverage groups
described in subsection (b) (as specified in the agreement) will be
enrolled under the program established by this part.

(b) An agreement entered into with any State pursuant to subsec-
tion (a) may be applicable to either of the following coverage groups:

(1) individuals receiving money payments under the plan of
such State approved under title I or title XVI; or

(2) individuals receiving money payments under all of the
plans of such State approved under titles I, X, XIV, and XVI,
and part A of title IV.

Except as provided in subsection (g), there shall be excluded from
any coverage group any individual who is entitled to monthly in-
surance benefits under title II or who is entitled to receive an annuity
under the Railroad Retirement Act of 1974. Effective January 1, 1974,



and subject to section 1902(f), the Secretary shall, at the request of
* any State not eligible to participate in the State plan program estab-

lished under title XVI, continue in effect the agreement entered into
tinder this section with such State subject to such modifications as the
Secretary may by regulations provide to take account of the termina-
tion of any plans of such State approved under titles I, X, XIV, and
XVI and the establishment of the supplemental security income pro-
gram under title XVI.

(c) For purposes of this section, an individual shall be treated as an
eligible individual only if he is an eligible individual (within the
meaning of section 1836) on the date an agreement covering him is
entered into under subsection (a) or he becomes an eligible individual
(within the meaning of such section) at any time after .acih date; and
he shall be treated as receiving money payments described in subsec-
tion (b) if he receives such payments for the month in which the
agreement is entered into .r any month thereafter.

(d) In the case of any individual enrolled pursuant to this section-
(1) the monthly premium to be paid by the State shall be deter-

mined under section 1839 (without any increase under subsection
(c) thereof) ;

(2) his coverage period shall begin on whichever of the follow-
ing is the latest:

(A) July 1, 1966;
(B) the first day of the third month following the month

in which the State agreement is entered into;
(C) the first day of the first month in which he is both an

eligible individual and a member of a coverage group speci-
fied in the agreement under this section; or

(D) such date as may be specified in the agreement; and
(3) his coverage period attributable to the agreement with the

State under this section shall end on the last day of whichever
of the following first occurs:

(A) the month in which he is determined by the State
agency to have become ineligible both for money payments
of a kind specified in the agreement and (if there is in effect
a modification entered into under subsection (h)) for medical
assistance, or

(B) the month preceding the first month for which he
becomes entitled to monthly benefits under title II or to an
annuity or pension under the Railroad Retirement Act of
1937.

(e) Any individual whose coverage period attributable to the State
agreement is terminated pursuant to subsection (d) (3) shall be
deemed for purposes of this part (including the continuation of his
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coverage period under this part) to have enrolled under section 1837
in the initial general enrollment period provided by section 1837(c).

(f) With respect to eligible individuals receiving money payments
under the plan of a State approved under title I, X, XIV, or XVI or
part A of title IV, or eligible to receive medical assistance under the
plan of such State approved under title XIX, if the agreement entered
into under this section so provides the term "carrier" as defined in
section 1842(f) also includes the State agency, specified in such agree-
inent, which adhninisters or supervises the administration of the plan
of such State approved under title I, XVI. or XIX. The agreement
shall also contain such provisions as will facilitate the financial trans-
actions of the State and the carrier with respect to deductions, coin-
surance, and otherwise, and as will lead to economy and efficiency of
operation. with respect to individuals receiving money payments under
plans of the State approved under titles I, X, XIV, and XVI, and
part A of title IV, and individuals eligible to receive medical assist-
ance under the plan of the State approved under title XIX.

(g) (1) The Secretary shall, at the request of a State made before
January 1, 1970, enter into a modification of an agreement entered
into with s~ich State pursuant to subsection (a) under which the see-
ond sentence of subsection (b) shall not apply with respect to such
agreement.

(2) In the case of any individual who would (but for t1lis subsec-
tion) be excluded from the applicable coverage group Oe'cribed in
subsection (b) by the second sentence of such subsection-

(A) subsections (c) and (d)(2) shall be applied as if such
subsections referred to the modification under this subsection (in
lieu of the agreement under subsection (a)),

(B) subsection (d) (3) (B) shall not apply so long as there is
in effect a modification entered into by the State under this sub-
section, and

(C) notwithstanding subsection (e), in the case of any termi-
nation described in such subsection, such individual may termi-
nate his enrollment under this part. by the filing of a notice, before
the close of the third month which begins after the date of such
termination, that he no longer wishes to participate in the insur-
ance program established by this part (and in such a case, the
termination of his coverage period under this part shall take
effect as of the close of such third month).

(0) (1) The Secretary shall, at the request of a State made before
January 1, 1970, enter into a modification of an agreement entered
into with such State pursuant to subsection (a) under which the cov-
erage group described in subsection (b) and specified in such agree-
ment is broadened to include individuals who are eligible to receive
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medical assistance under the plan of such State approved under title
XIX.

(2) For purposes of this section, an individual shall be treated as
eligible to receive medical assistance under the plan of the State
approved under title XIX if, for the month in which the modifica-
tion is entered into under this subsection or for any month thereafter,
he has been determined to be eligible to receive medical assistance
under such plan. In the case of any individual who would (but for
this subsection) be excluded from tile agreement, subsections (c) and
(d) (2) shall be applied as if they referred to the modification under
this subsection (in lieu of the agreement tinder subsection (a)), and
subsection (d) (2) (C) shall be applied by substituting "second month
following the first month" for "first month."

Appropriations to Cover Government Contributions and
Contingency Reserve

See. 1844. (a) There are authorized to be appropriated from time
to time out of any moneys in the Treasury not otherwise appropriated,
to the Federal Supplementary Medical Insurance Trust Fund-

(1) (A) A Government contribution equal to the aggregate
premiums payable for a month for enrollees age 65 and over
under this part and deposited in the Trust Fund, multiplied by
the ratio of-

(i) twice the dollar amount of the actuarially adequate rate
per enrollee age 65 and over as determined under section
1839(c) (1) for such month, minus the dollar amount of the
premium per enrollee for such month as determined under
section 1839 (c) (3), to

(ii) the dollar amount of the premium per enrollee for
such month, plus

(B) a Government contribution equal to the aggregate premi-
ums payable for a month for enrollees under age 65 under this
part and deposited in the Trust Fund, multiplied by the ratio of-

(i) twice the dollar amount of the actuarially adequate rate
per enrollee under age 65 as determined under section 1839
(c) (4) for such month, minus the dollar amount of the pre-
mium per enrollee for such month, as determined under sec-
tion 1839(c) (3), to

(ii) the dollar amount of the premium per enrollee for such
month.

(2) such sums as the Secretary deems necessary to place the
Trust Fund, at the end of any fiscal year occurring after June 30,
1967, in the same position in which it would have been at the end
of such fiscal year if (A) a Government contribution represent-
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ing the excess of the premiums deposited in the Trust Fund dur-
ing the fiscal year ending June 30, 1967, over the Government
contribution actually appropriated to the Trust Fund during such
fiscal year had been appropriated to it on June 30, 1967, and (B)
the Government contribution for premiums deposited in the Trust
Fund after June 30, 1967, had been appropriated to it when such
premiums were deposited.

(b) In order to assure prompt payment of benefits provided under
this part and the administrative expenses thereunder during the early
months of the program established by this part, and to provide a con-
tingency reserve, there is also authorized to be appropriated, out of
any moneys in the Treasury not otherwise appropriated, to remain
available through the calendar year 1969 for repayable advances
(without interest) to the Trust Fund, an amount equal to $18 mul-
tiplied by the number of individuals (as estimated by the Secretary)
who could be covered in July 1966 by the insurance program estab-
lish.z. by this part if they had theretofore enrolled under this part.

Part C-Mliscellaneous Provisions

Definition of Services, Institutions, etc.

Sec. 1861. For purposes of this title-

Spell of Illness
(a) The term "spell of illness" with respect to any individual means

a period of consecutive days-
(1) beginning with the first day (not included in a previous

spell of illness) (A) on which such individual is furnished in-
patient hospital services or extended care services, and (B) which
occurs in a month for which lie is entitled to benefits under part A,
and

(2) ending with the close of the first period of 60 consecutive
days thereafter on each of which he is neither an inpatient of a
hospital nor an inpatient of a skilled nursing facility.

Inpatient Hospital Services
(b) The term "inpatient hospital services" means the following

items and services furnished to an inpatient of a hospital and (except
as provided in paragraph (3)) by the hospital-

(1) bed and board;
(2) such nursing services and other related services, such use

of hospital facilities, and such medical social services as are
ordinarily furnished by the hospital for the care and treatment
of inpatients, and such drugs, biologicals, supplies, appliances,
and equipment, for use in the hospital, as are ordinarily furnished
by such hospital for the care and treatment of inpatients; and
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(3) such other diagnostic or therapeutic items or services, fur-
nished by the hospital or by others under arrangements with them
made by the hospital, as are ordinarily furnished to inpatients
either by such hospital or by others under such arrangements;

excluding, however-
(4) medical or surgical services provided by a physician, resi-

dent, or intern; and
(5) the services of a private-duty nurse or other private-duty

attendant.
Paragraph (4) shall not apply to services provided in a hospital by-

(6) an intern or a resident-in-training under a teaching pro-
gram approved by the Council on Medical Education of the
American Medical Association or, in the case of an osteopathic
hospital, approved by the Committee on Hospitals of the Bureau
of Professional Education of the American Osteopathic Associa-
tion, or, in the case of services in a hospital or osteopathic hospital
by an intern or resident-in-training in the field of dentistry, ap-
proved by the Council on Dental Education of the American
Dental Association, or in the case of services in a hospital or
osteopathic hospital by an intern or resident-in-training in the
field of podiatry, approved by the Council on Podiatry Education
of the American Podiatry Association; or

(7) a physician where the hospital has a teaching program
approved as specified in paragraph (6), unless (A) such inpatient
is a private patient (as defined in regulations), or (B) the hos-
pital establishes that during the two-year period ending Decem-
ber 31, 1967, and each year thereafter all inpatients have been
regularly billed by the hospital for services rendered by physi-
cians and reasonable efforts have been made to collect in full
from all patients and payment of reasonable charges (including
applicable deductibles and coinsurance) has been regularly col-
lected in full or in substantial part from at least 50 percent of all
inpatients.

Inpatient Psychiatric Hospital Services

(c) The term "inpatient psychiatric hospital services" means inpa-
tient hospital services furnished to an inpatient of a psychiatric hos-
pital.

Inpatient Tuberculosis Hospital Services

(d) The term "inpatient tuberculosis hospital services" means in-
patient hospital services furnished to an inpatient of a tuberculosis
hospital.

Hospital

(e) The term "hospital" (except for purposes of sections 1814(d),
1814(f) and 1835(b), subsection (a) (2) of this section, paragraph
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(7) of this subsection, and subsections (i) and (n) of this section)
means an institution which-

(1) is primarily engaged in providing, by or under the super-
vision of physicians, to inpatients (A) diagnostic services and
therapeutic services for medical diagnosis, treatment, and care of
injured, disabled, or sick persons, or (B) rehabilitation services
for the rehabilitation of injured, disabled, or sick persons;

(2) maintains clinical records on all patients;
(3) has bylaws in effect with respect to its staff or physicians;
(4) has a requirement that every patient must be under the

care of a physician;
(5) provides 24-hour nursing service rendered or supervised by

a registered professional nurse, and has a licensed practical nurse
or registered professional nurse on duty at all times except that
until January 1, 1979, the Secretary is authorized to waive the re-
quirement of this paragraph for any one-year period with respect
to any institution, insofar as such requirement relates to the pro-
vision of twenty-four-hour nursing service rendered or supervised
by a registered professional nurse (except that in any event a
registered professional nurse must be present on the premises to
render or supervise the nursing service provided, during at least
the regular daytime shift), where immediately preceding such
one-year period he finds that-

(A) such institutio i is located in a rural area and the sup-
ply of hospital services in such area is not sufficient to meet
the needs of individuals residing therein,

(B) the failure of such institution to qualify as a hospital
would seriously reduce the availability of such services to
such individual, and

(C) such institution las made and continues to make a
good faith effort to comply with this paragraph, but such
compliance is impeded by the lack of qualified nursing per-
sonnel in such area; 1

(6) has in effect a hospital utilization review plan which meets
the requirements of subsection (k) ;

(7) in the case of an institution in any State in which State or
applicable local law provides for the licensing of hospitals, (A)
is licensed pursuant to such law or (B) is approved, by the agency
of such State or locality responsible for licensing hospitals, as
meeting the standards established for such licensing;

(8) has in effect an overall plan and budget that meets the re-
quirements of subsection (z) ; and

1 Paragraph (5) was amended by section 102 of Public L.w 94-182.
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(9) meets such other requirements as the Secretary finds neces-
sary in the interest of the health and safety of the individuals who
are furnished services in the institution.

For purposes of subsection (a) (2), such term includes any institution
which meets the requirements of paragraph (1) of this subsetion. For
purposes of sections 1814(d) and 1835(b) includingg determination
of whether an individual received inpatient hospital services or diag-
nostic services for purposes of such sections), section 1814(f) (2), and
subsections (i) and (n) of this section, such terin includes any institu-
tion which (i) meets the requirements of paragraphs (5) and (7) of
this subsection, (ii) is not primarily engaged in providing the services
described in section 1861 (j) (1) (A) and (iii) is primarily engaged in
providing, by or under the supervision of individuals referred to in
paragraph (1) of section 1861(r) to inpatients diagnostic services and
therapeutic services for medical diagnosis, treatment, and care of
injured, disabled, or sick persons, or rehabilitation services for the re-
habilitation of injured, disabled, or sick persons. For purposes of sec-
tion 1814(f) (1), such term includes an institution which (i) is a hos-
pital for purposes of sections 1814(d), 1814(f) (2), and 1835(b) alltI
(ii) is accredited by the Joint Commission on Accreditation of Hospi-
tals, or is accredited by or approved by a program of the country in
which sich institution is located if the Secretary finds the accredita-

* tion or comparable approval standards of such program to be essen-
tia~ly equivalent to those of the Joint Commi.sion on Accreditation
of Hospitals. Notwithstanding the preceding provisions of this sub-
section, such term shall not, except for purposes of subsection (a) (2),
include any institution which is primarily for the care and treatment
of mental diseases or tuberculosis unless it is a tuberculosis hospital
(as defined in subsection (g)) or unless it is a psychiatric hospital (as
defined in subsection (f)). The term "hospital" also includes a Chris-
tian Science sanatorium operated, or listed and certified, by the First
Church of Christ, Scientist, Boston, Massachusetts, but only with
respect to items and services ordinarily furnished by such institution
to inpatients, and payment may be made with respect to services
provided by or in such an institution only to such extent and under
such conditions, limitations, and requirements (in addition to or in
lieu of the conditions, limitations, and requirements otherwise applica-
ble) as may be provided in regulations. For provisions deeming cer-
tain requirements of this subsection to Lx met in the case of accredited
institutions, see section 1865.

Psychiatric Hospital

(f) The term "psychiatric hospital" means an institution which-
* (1) is primarily engaged in providing, by or under the super-

vision of a physician, psychiatric services for the diagnosis and
treatment of mentally ill persons;
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(2) satisfies the requirements of paragraphs (3) through (9)
of subsection (e) ;

(3) maintains clinical records on all pLtients and maintains
such records as the Secretary finds to be necessary to determine
the degree and intcniity of the treatment provided to individuals
entitled to hospital insurance benefits under part A;

(4) meets such stalling requirements as the Secretary finds nec-
essary for the institution to carry out an active program of treat-
ment for individuals who are furnished services in the institution;
and

(5) is accredited by the Joint Commission on Accreditation of
Hospitals.

In the case of an institution which satisfies paragraphs (1) and (2)
of the preceding sentence and which contains a distinct part which also
satisfies paragrap)hs (3) and (4) of such sentence, such distinct part
shall be considered to be a "psychiatric hospital" if the institution is
accredited by the Joint Commission on Accreditation of Hospitals or
if such distinct part meets requirements equivalent to such accredita-
tion requirements as determined by the Secretary.

Tuberculosis opita

(g) The term "tuberculosis hospital" means an institution which-
(1) is primarily engaged in providing, by or under the super-

vision of a physician, medical services for the diagnosis and treat-
ment of tuberculosis;

(2) satisfies the requirements of paragraphs (5) through (9)
of subsection (e);

(3) maintains clinical records on all patients and maintains
such records as the Secretary finds to be necessary to determine
the degree and intensity of the treatment provided to individuals
covered by the insurance program established by part A;

(4) meets such staffing requirements as the Secretary finds nec-
essary for the institution to carry out an active program of treat-
ment for individuals who are furnished services in the institution;
and

(5) is accredited by the Joint Commission on Accreditation of
Hospitals.

In the case of an institution which satisfies paragraphs (1) and (2) of
the preceding sentence and which contains a distinct part which also
satisfies paragraphs (3) and (4) of such sentence, such distinct part
shall be considered to be a "tuberculosis hospital" if the institution is
accredited by the Joint Commission on Accreditation of Hospitals or
if such distinct part meets requirements equivalent to such accredita-
tion requirements as determined by the Secretary.
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(h) The term "extended care services" means the following items
and services furnished to an inpatient of a skilled nursing facility and
(except as provided in paragraphs (3) and (6)) by such skilled nurs-
ing facility-

(1) nursing care provided by or under the supervision of a
registered professional nurse;

(2) bed and board in connection with the furnishing of such
nursing care;

(3) physical, occupational, or slxpch therapy furnished by the
skilled nursing facility or by others under arrangements with
them made by the facility;

(4) medical social services;
(5) such drugs, biologicals, supplies, appliances, and equip-

ment, furnished for use in the skilled nursing facility as are
ordinarily furnished by such facility for the care and treatment
of inpatients;

(6) medical services provided by an intern or resident-in-
training of a hospital with which the facility has in effect a trans-
fer agreement (meeting the requirements of subsection (1)),
under a teaching program of such hospital approved as provided
in the last sentence of subsection (b), and other diagnostic or
therapeutic services provided by a hospital with which the facility
has such an agreement in effect; and

(7) such other services necessary to the health of the patients
as are generally provided by skilled nursing facilities;

excluding, however, any item or service if it would not be included
under subsection (b) if furnished to an inpatient of a hospital.

Post-Hospital Extended Care Services
(i) The term "post-hospital extended care services" means extended

care services furnished an individual after transfer from a hospital in
which he was an inpatient for not less than 3 consecutive days before
his disclmrge from the hospital in connection with such transfer. For
purposes of the preceding sentence, items and services shall be deemed
to have been furnished to an individual after transfer from a hospital,
and he shall be deemed to have been an inpatient in the hospital im-
mediately before transfer therefrom, if he is admitted to the skilled
nursing facility-

(A) within 14 days after discharge from such hospital, or (B)
within 28 days after such discharge, in the case of an individual
who was unable to be admitted to a skilled nursing facility within
such 14 days because of a shortage of appropriate bed space in
the geographic area in which he resides, or (C) within such time
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as it would be medically appropriate to begin an active course of
treatment, in the case of an individual whose condition is such
that skilled nursing facility care would not be medically appro-
priate within 14 days after discharge from a hospital;

an individual shall be deemed not to have been discharged from a
skilled nursing facility if, within 14 days after discharge therefrom,
he is admitted to such facility or any other skilled nursing facility.

Skilled Nursing Facility

(j) The term "Skilled nursing facility" means (except for purposes
of subsection (a) (2)) an institution (or a distinct part of an institu-
tion) which has in effect a transfer agreement (meeting the require-
ments of subsection (1)) with one or more hospitals having agree-
ments in effect under section 1866 and which-

(1) is primarily engaged in providing to inpatients (A)
skilled nursing care and related services for patients who require
medical or nursing care, or (B) rehabilitation services for the re-
habilitation of injured, disabled, or sick persons;

(2) has policies, which are developed with the advice of (and
with provision of review of such policies from time to time by)
a group of professional personnel, including one or more physi-
cians and one or more registered professional nurses, to govern
the skilled nursing care and related medical or other services it
provides;

(3) has a physician, a registered professional nurse, or a medi-
cal staff responsible for the execution of such policies;

(4) (A) has a requirement that the health care of every patient
must be under the supervision of a physician, and (B) provides
for having a physician available to furnish necessary medical care
in case of emergency;

(5) maintains clinical records on all patients;
(6) provides 24-hour nursing service which is sufficient to meet

nursing needs in accordance with the policies developed as pro-
vided in paragraph (2), and has at least one registered profes-
sional nurse employed full time;

(7) provides appropriate methods and procedures for the dis-
pensing and adminih tering of drugs and biologicals;

(8) has in effect a utilization review plan which meets the re-
quirements of subsection (k) ;

(9) in the case of an institution in any State in which State or
applicable local law provides for the licensing of institutions of
this nature, (A) is licensed pursuant to such law, or (B) is
approved, by the agency' of such State or locality responsible for
licensing institutions of this nature, as meeting the standards
established for such licensing;

458s 1861(i)



Revisd April MS78
(10) has in effect an overall plan and budget that meets

the requirements of subsection (z) ;
(11) complies with the requirements of section 1124;'
(12) cooperates in an effective program which provides for a

regular program of independent medical evaluation and audit of
the patients in the facility to the extent required by the programs
in which the facility participates (including medical evaluation of
each patient's need for skilled nursing facility care);

(13) meets such provisions of the Life Safety Code of the
National Fire Protection Association (23d edition, 1973)' as are
applicable to nursing homes; except that the Secretary may waive.
for such periods as lie deems appropriate, specific provisions of
such Code which if rigidly applied would result in unreasonable
hardship upon a nursing home, but only if such waiver will not
adversely affect the health and safety of the patients; except that
the provisions of such Code shall not apply in any State if the
Secretary finds that in such State there is in effect a fire and safety
code, imposed by State law, which adequately protects patients in
nursing facilities;

(14) establishes and maintains a system that (A) assures a
full and complete accounting of its patients' personal funds, and
(B) ir.cludes the use of such separate account for such funds as

*• will preclude any commingling of such funds with facility funds
or with the funds of any person other than another such patient;
and '

(15) meets such other conditions relating to the health and
safety of individuals who are furnished services in such institution
or relating to twe physical facilities thereof as the Secretary may
find necessary (subject to the second sentence of section 1863),
except that the Secretary shall not require as a condition of
participation that medical social services be furnished in any
such institution. Notwithstanding any other provision of law, all
information concerning ski'.ed nursing facilities required by this
subsection to be filed with the Secretary shall be made available to
Federal or State employees for purposes consistent with the ef-
fective administration of programs established under titles
XVIII and XIX of this Act;

'Paragraph (11) was amended by section 3(a) (2) of P.L. 95-142.
sChanged from "(21st edition. 1967)" by section 106(a) of Public Law 94-182 effec-

tive June 1. 1976, subject to limitations specified in section 106(c) or that act which is
reprinted in this document on page 769.5Paragraph (14) was added by section 21(a) of P.L. 95-142 See also secs. 21 (b) and
(c) which are printed in this document on p. 801.
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except that such term shall not (other than for purposes of subsection
(a) (2)) include any institution which is primarily for the care and
treatment of mental diseases or tuberculosis. For purposes of subsec-
tion (a) (2), such term includes any institution which meets the re-
quirememts of paragraph (1) of this subsection. The term "skilled
nursing facility" also includes an institution described in paragraph
(1) of subsection (y), to the extent and subject to the linmitatiors pro-
vided in such subsection.

To the extent that paragraph (6) of this subsection may be
deemed to require that any skilled nursing facility engage the
services of a registered professional nurse for more than 40 hours
a week, the Secretary is authorized to waive such requirement if
he finds that,-

(A) such facility is located in a rural area and the supply
of skilled nursing facility services in such area is not sufficient
to meet the needs of individuals residing therein,

(B) such facility has one full-time registered professional
nurse who is regularly on duty at such facility 40 hours a
week, and

(C) such facility (i) has only patients whose physicians
have indicated throughh physicians' orders or admission
notes) that each such patient does nuot require the services of
a registered nurse or a physician for a 48-hour period, or (ii)
has made arrangements for a registered professional nurse or
a physician to spend such time at such facility as may be
indicated as necessary by the physician to provide necessary
skilled nursing services on doys when the regular full-time
registered professional nurse is not on duty.

Utilization Review
(k) A utilization review plan of a hospital or skilled nursing facility

shall be considered sufficient if it is applicable to services furnished by
the institution to individuals entitled to insurance benefits under this
title and if it provides-

(1) for the review, on a sample or other basis, of admissions to
the institution, the duration of stays therein, and the professiou,0
services (including drugs and biologicals) furnished, (A) with
respect to the medical necessity of the services, and (B) for the
purpose of promoting the most efficient use of available health
facilities and services;

(2) for such review to be made by either (A) a staff commit-
tee of the institution composed of two or more physicians, with
or without participation of other professional personnel, or (B) a
group outside the institution which is similarly composed and (i)
which is established by the local medical society and some or all
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of the hospitals and skilled nursing facilities in the locality, or
(ii) if (and for as long as) there has not been established such a
group which serves such institution, which is established in such
other mamner as may be approved by the Secretary;

(3) for such review, in each case of inpatient hospital services
or extended care services furnished to such an individual during a
continuous period of extended duration, as of such days of such
period (which may differ for different classes of cases) as may be
specified in regulations, with such review to he made as promptly
as possible, after each day so specified, and in no event later than
one week following such day; and

(4) for prompt notification to the institution, the individual,
and his attending physician of any finding (made after oppor-
tunity for consultation to such attending physician) by the physi-
cian members of such committee or group that any further stay
in the institution is not medically necessary.

The review committee must le composed as provided in clause (B)
of paragraph (2) rather than as pl)rovided in clause (A) of such para-
graph in the case of any hospital or skilled nursing facility where, be-
cause of the small size of the institution, or (in the case of a skilled
nursing facility) because of lack of an organized medical staff, or for
such other reason or reasons as may be included in regulations, it is
impracticable for the institution to have a properly functioning staff
committee for the purposes of this subsection. If the Secretary deter-
mines that the utilization review procedures established pursuant to
title XIX are superior in their effectiveness to the procedures required
under this section, he may, to the extent that he deems it appropriate,
require for purposes of this title that the procedures established pur-
suant to title XIX be utilized instead of the procedures required by
this section.

Agreements for Transfer Between Skilled Nursing Facilities and Hospitals
(1) A hospital and a skilled nursing facility shall be considered to

have a transfer agreement in effect if, by reason of a written agree-
meat between them or (in case the two institutions are under common
control) by reason of a written undertaking by the person or body
which controls them, there is reasonable assurance that-

(1) transfer of patients will be effected between the hospital
and the skilled nursing facility whenever such transfer is medi-
cally appropriate as determined by the attending physician; and

(2) there will be interchange of medical and other information
necessary or useful in the care and treatment of individuals trans-
ferred between the institutions, or in determining whether such
individuals can be adequately cared for otherwise than in either
"of such institutions.
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Any skilled nursing facility which does not have such an agreement in
effect, bL't which is found by a State agency (of the State in which
such fae;'ity is situated) with which an agreement under section 1864
is in effect (or, in the case of a State in which no such agency has an
agreement under section 1864, by the Secretary) to have attempted in
good faith to enter into such an agreement with a hospital sufficiently
close to the facility to make feasible the transfer between them of
patients and the information referred to in paragraph (2), shall be
considered to have such an agreement in effect if and for so long as
such agency (or the Secretary. as the case may be) finds that to do so
is in the public interest and essential to assuring extended care serv-
ices for persons in the community who are eligible for payments with
respect to such services under this title.

Home Health Services
(m) The term "home health services" means the following items

and services furnished to an individual, nho is under the care of a
physician, by a howne health agency or by others under arrangements
with them made by such agency, under a plan (for furnishing such
items and services to such individual) established and periodically
reviewed by a physician, which items and services are, except as pro-
vided in paragraph (7), provided on a visiting basis in a place of
residence used as such individual's home-

(1) part-time or intermittent nursing care provided by or under
the supervision of a registered professional nurse;

(2) physical, occupational, or speech therapy;
(3) medical social services uider the direction of a physician;
(4) to the extent permitted in regulations, part-time or inter-

mittent services of a home health aide;
(5) medical supplies (other than drugs and biologicals), and the

use of medical appliances, while under such a plan;
(6) in the case of a home health agency which is affiliated or

under common control with a hospital, medical services provided
by an intern or resident-in-training of such hospital under a teach-
ing program of such hospital approved as provided in the last
sentence of subsection (b) ; and

(7) any of the foregoing items and services which are provided
on an outpatient basis, under arrangements made by the home
health agency, at a hospital or skilled nursing facility, or at a
rehabilitation center which meets such standards as may be pre-
scribed in regulations, and-

(A) the furnishing of which involves the use of equipment
of such a nature that the items and services cannot readily be
made available to the individual in such place of residence, or
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(B) which are furnished at such facility while he is there
"toýeive any such item or service described in clause (A),
but not including transportation of the individual in connec-
tion with any such item or service;

excluding, however, any item or service if it would not be included
under subsection (b) if furnished to an inpatient of a hospital.

Post-Hosnitl Home Health Service
(n) The term "post-hospital home health services" means home

health services furnished an individual within one year after his most
recent discharge from a hospital of which he was an inpatient for not
less than 3 consecutive days or (if later) within one year after his most
recent discharge from a skilled nursing facility of which he was an
inpatient entitled to payment under part A for post-hospital extended
care services, but only if the plan covering the home health services (as
described in subsection (m)) is established within 14 days after his
discharge from such hospital or skilled nursing facility.

Hoe Health Agency
(o) The term "home health agency" means a public agency or pri-

vate organization, or a subdivision of such an agency or organization,
which-

(1) is primarily engaged in providing skilled nursing services
and other therapeutic services;

(2) has policies, established by a group of professional person-
nel (associated with the agency or organization), including one
or more physicians and one or more registered professional nurses,
to govern the services (referred to in paragraph (1)) which it
provides, and provides for supervision of such services by a phy-
sician or registered professional nurse;

(3) maintains clinical records on all patients;
(4) in the case of an agency or organization in any State in

which State or applicable local law provides for the licensing of
agencies or organizations of this nature, (A) is licensed pursuant
to such law, or (B) is approved, by the agency of such State or
locality responsible for licensing agencies or organizations of this
nature, as meeting the standards established for such licensing;

(5) has in effect an overall plan and budget that meets the re-
quirements of subsection (z) ; and

(6) meets such other conditions of participation as the Secre-
tary may find necessary in the interest of the health and safety
of individuals who are furnished services by such agency or
organization;
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except that such term shall not include a private organization which
is not a nonprofit organization exempt from Federal income taxation
under section 501 of the Internal Revenue Code of 1954 (or a subdivi-
sion of such organization) unless it is licensed pursuant to State law*
and it meets such additional standards and requirements as nmy be
prescribed in regulations; and except that for purposes of part A
such term shall not include any agency or organization which is pri-
marily for the care and treatment of mental diseases.

Outpatient Physical Therapy Services
(p) The term "outpatient plhysical therapy services" means physi-

cal therapy services furnished by a provider of services, a clinic, re-
habilitation agency, or a public health agency, or by others under an
arrangement with, and under the supervision of, such provider, clinic,
rehabilitation agency, or public health agency to an individual as an
outpatient--

(1) who is under the care of a physician (as defined in section
1861(r) (1)), and

(2) with respect to whom a plan prescribing the type, amount,
and duration of physical therapy services that are to be furnished
such individual has been established, and is periodically reviewed,
by a physician (as so defined);

excluding, however-
(3) any item or service if it would not be included wider sub-

section (b) if furnished to an inpatient of a hospital; and
(4) any such service--

(A) if furnished by a clinic or rehabilitation agency, or
by others under arrangements with such clinic or agency,
unless such clinic or rehabilitation agency-

(i) provides an adequate program of physical therapy
services for outpatients and has the facilities and per-
sonnel required for such program or required for the
supervision of such a program, in accordance with such
requirements as the Secretary may specify,

(ii) has policies, established by a group of professional
personnel, including one or more physicians (associated
with the clinic or rehabilitation agency) and one or more
qualified physical therapists, to govern the services (re-
ferred to in clause (i)) it provides,

(iii) maintains clinical records on all patients,
(iv) if such clinic or agency is situated in a State in

which State or applicable local law provides for the
licensing of institutions of this nature, (I) is licensed
pursuant to such law, or (II) is approved by the agency
of such State or locality responsible for licensing insti-
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tutions of this nature, as meeting the standards estab-
lished for such licensing; and

(v) meets such other conditions relating to the health
and safety of individuals who are furnished services by
such clinic or agency on an outpatient basis, as the
Secretary may find necessary, or

(B) if furnished by a public health agency, unless such
agency meets such other conditions relating to health and
safety of individuals who are furnished services by such
agency on an outpatient basis, as the Secretary may find
necessary.

The term "outpatient physical therapy services" also includes
physical therapy services furnished an individual by a physical thera-
pist (in his office or in such individual's home) who meets licensing
and other standards prescribed by the Secretary in regulations, other-
wise than under an arrangement with and under the supervision of a
provider of services, clinic, rehabilitation agency, or public health
agency, if the furnishing of such services meets such conditions relat-
ing to health and safety as the Secretary may find necessary. In addi-
tion, such term includes physical therapy services which meet the
requirements of the first sentence of this subsection except that they
are furnished to an individual as an inpatient of a hospital or extended

* care facility. The term "outpatient physical therapy services" also
includes speech pathology services furnished by a provider of serv-
ices, a clinic, rehabilitation agency, or by a public health agency, or
by others under an arrangement with, and under the supervision of,
such provider, clinic, rehabilitation agency, or public health agency to
an individual as an outpatient, subject to the conditions prescribed in
this subsection.

Physicians' Services
(q) The term "physicians' services" means professional services

performed by physicians, including surgery, consultation, and home,
office, and institutional calls (but not including services described in
subsection (b) (6) ).

Physician
(r) The term "physician," when used in connection with the per-

formance of any function or action, means (1) a doctor of medicine
or osteopathy legally authorized to practice medicine and surgery by
the State in which he performs such function or action includingg a
physician within the meaning of section 1101 (a) (7)), (2) a doctor of
dentistry or of dental or oral surgery who is legally authorized to
practice dentistry by the State in which he performs such function
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but only with respect to (A) surgery related to the jaw or any struc-
ture contiguous to the jaw or (B) the reduction of any fracture of the
jaw or any facial bone, or (C) the certification required by section
1814(a) (2) (E) of this Act, (3) except for the purposes of sec-
tion 1814(a), section 1835, and subsections (j), (k), (m), and (o) of
this section, a doctor of podiatry or surgical chiropody, but (unless
clause (1) of this subsection also applies to him) only with respect to
functions which he is legally authorized to perform as such by the
State in which he performs them, or (4) a doctor of optometry who is
legally authorized to practice optometry by the State in which he per-
forms such function, but only with respect to establishing the necessity
for prosthetic lenses, or (5) a chiropractor who is licensed as such
by the State (or in a State which does not license chiropractors as
such, is legally authorized to perform the services of a chiropractor in
the jurisdiction in which he performs such services), and who meets
uniform minimum standards promulgated by the Secretary, but only
for the purpose of sections 1861(s) (1) and 1861(s) (2) (A) and only
with respect to treatment by means of manual manipulation of the
spine (to correct a subluxation demonstrated by X-ray to exist) which
he is legally authorized to perform by the State or jurisdiction in
which such treatment is provided. For the purposes of section 1862(a)
(4) and subject to the limitations and conditions provided in the
previous sentence, such term includes a doctor of one of the arts, speci-
fied in such previous sentence, legally authorized to practice such art
in the country in which the inpatient hospital services (referred to in
such section 1862(a) (4)) are furnished.

Medical and Other Health Services
(s) The term "medical and other health services" means any of the

following items or services:
(1) physicians' services;
(2) (A) services and supplies (including drugs and biological

which cannot, as Uetermined in accordance with regulations, be
self-administered) furnished as an incident to- pa W pro-
fessional service, of kinds which are commonly furnished in
physicians' offices and are commonly either rendered without
charge or included in the physicians' bills;

(B) hospital services (including drugs and biologicals which
cannot, as determined in accordance with regulations, be self-
administered) incident to physicians' services rendered to out-
patients;

(C) diagnostic services which are-
(i) furnished to an individual as an outpatient by a hos-

pital or by others under arrangements with them made by a
hospital, and
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(ii) ordinarily furnished by such hospital (or by others
under such arrangements) to its outpatients for the purpose
of diagnostic study;

(D) outpatient physical therapy services;
(E) rural health clinic services; I and
(F) home dialysis supplies aud equipment, self-care home di-

alysis services, and institutional dialysis services and supplies;"
(3) diagnostic X-ray tests (including tests under the super-

vision of a physician, furnished in a place of residence used as
the patient's home, if the performance of such tests meets such
conditions relating to health and safety as the Secretary may find
necessary), diagnostic laboratory tests, and other diagnostic tests;

(4) X-ray, radium, and radioactive isotope therapy, including
materials and services of technicians;

(5) surgical dressings, and splints, casts, and other devices used
for a reduction of fractures and dislocations;

(6) durable medical equipment, including iron lungs, oxygen
tents, hospital beds, and wheelchairs (which may include a
power-operated vehicle that may be appropriately used as a
wheelchair, but only where the use of such a vehicle is determined
to be necessary on the basis of the individual's medical and phys-
ical condition and the vehicle meets such safety requirements as
the Secretary may prescribe) used in the patient's home
(including an institution used as his home other than an institu-
tion that meets the requirements of subsection (e) (1) or (j) (1)
of this section), whether furnished on a rental basis or pur-
chased; 3

(7) ambulance service where the use of other methods of
transportation is contraindicated by the individual's condition,
but only to the extent provided in regulations;

.8) prosthetic devices (other than dental) which replace all or
part of an internal body organ (including colostomy bags and
supplies directly related to colostomy care) including replace-
ment of such devices; and

(9) leg, arm, back, and neck braces, and artificial legs, arms,
and eyes, including replacements if required because of a change
in the patient's physical condition.

No diagnostic tests performed in any laboratory which is independent
of a physician's office, a rural health clinic, or a hospital (which, for
purposes of this sentence, means an institution considered a hospital
for purposes of section 1814(d)) shall be included within paragraph
(3) unless such laboratory-

' Subparagraph (E) was added by section 1(U) of P.1.. 95-210.
2 Subparagraph (F) was added by section 4(d) of P.L. 95-292.
2 Paragmph (6) w s amended by section 501 (a) of P.L. 95-216.
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(10) if situated in any State in which State or applicable local
law provides for licensing of establishments of this nature, (A)
is licensed pursuant to such law, or (B) is approved, by tike agency
of such State or locality responsible for licensing establishments
of this nature, as meeting the standards established for such
licensing; and

(11) meets such other conditions relating to the health and
safety of individuals with respect to whoim such tests are per-
formed as the Secretary may find necessary.'

There shall be excluded from the diagnostic services specified in
paragraph (2) (C) any item or service (except services referred to
in paragraph (1)) which-

'ThLs sentence was uean, by aecUoa 1(h) of P.L 95-210.
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(12) would not be included under subsection (b) if it were fur-

nished to an inpatient of a hospital; or
(13) is furnished under arrangements referred to in such para-

graph (2) (C) unless furnished in the hospital or in other facili-
ties operated by or under the supervision of the hospital or its
organized medical staff.

None of the items and services referred to in the preceding paragraphs
(other than paragraphs (1) and (2) (A)) of this subsection which are
furnished to a patient of an institution which meets the definition of
a hospital for purposes of section 1814(d) shall be included unless
such other conditions are met as the Secretary may find necessary
relating to health and safety of individuals with respect to whom such
items and services are furnished.

Drugs and Biologicals
(t) The term "drugs" and the term "biologicals," except for pur-

poses of subsection (in) (5) of this section, include only such drugs
and biologicals, respectively, as ate included (or approved for inclu-
sion) in the United States Pharmacopoeia, the National Formulary,
or the United States Homeopathic Pharmacopoea, or in New Drugs
or Accepted Dental Remedies (except for any drugs and biologicals
unfavorably evaluated therein), or as are approved by the pharmacy
and drug therapeutics committee (or equivalent committee) of the
medical staff of the hospital furnishing such drugs and biological
for use in such hospital.

Provider of Services

(u) The term "provider of services" means a hospital, skilled nurs-
ing facility, home health agency, or, for purposes of section 1814(g)
and sectioa 1835 (e), a fund.

Reasonable Cost
(v) (1) (A) The reasonable cost of any services shall be the cost ac-

tually incurred, excluding therefrom any part of incurred cost found
to be necessary in the efficient delivery of needed health services,
and shall be determined in accordance with regulations establishing
the method or methods to be used, and the items to be included, in
determining such costs for various types or classes of institutions,
agencies, and services; except that in any case to which paragraph
(2) or (3) applies, the amount of the payment determined under
such paragraph with respect to the services involved shall be con-
sidered the reasonable cost of such services. In prescribing the regula-
tions referred to in the preceding sentence, the Secretary shall
consider, among other things, the principles generally applied by na-
tional organizations or established prepayment organizations (which
have developed such principles) in computing the amount of payment,
to be made by persons other than the recipients of services, to providers
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of services on account of services furnished to such recipients by
* such providers. Such regulations may provide for determination of

the costs of services on a per diem, per unit, per capita, or other basis,
may provide for using different methods in different circumstances,
may provide for the use of estimates of costs of particular items or
services, may provide for the establishment of limits on the direct or
indirect overall incurred costs or incurred costs of specific items or
services or groups of items or services to be recognized as reasonable
based on estimates of the costs necessary in the efficient delivery of
needed health services to individuals covered by the insurance pro-
grams established under this title, and may provide for the use of
charges or a percentage of charges where this method reasonably
reflects the costs. Such regulations shall (i) take into account both
direct and indirect costs of providers of services (excluding therefrom
any such costs, including standby costs, which are determined in ac-
cordance with regulations to be unnecessary in the efficient delivery of
services covered by the insurance programs established under this
title) in order that, under the methods of determining costs, the neces-
sary costs of efficiently delivering covered services to individuals cov-
ered by the insurance programs established by this title will not be
borne by individuals not so covered, and the costs with respect to in-
dividuals not so covered will not be borne by such insurance programs,

* and (ii) provide for th.• making of suitable retroactive corrective ad-
justments where, for a provider of services for any fiscal period, the
aggregate reimbursement produced by the methods of determining
costs proves to be either inadequate or excessive.

(B) Such regulations in the case of extended care services furnished
by proprietary facilities shall include provision for specific recogni-
tion of a reasonable return on equity capital, including necessary
working capital, invested in the facility and used in the furnishing
of such services, in lieu of other allowances to the extent that they
reflect similar items. The rate of return recognized pursuant to the
preceding sentence for determining the reasonable cost of any serv-
ices furnished in any fiscal period shall not exceed one and one-half
times the average of the rates of interest, for each of the months any
part of which is included in such fiscal period, on obligations issued
for purchase by the Federal Hospital Insurance Trust Fund.

(C) Where a hospital has an arrangement with a medical school
under which the faculty of such school provides services at such hos-
pital, an amount not in excess of the reasonable cost of such services
to the medical school shall be included in determining the reasonable
cost to the hospital of furnishing services-

(i) for which payment may be made under part A, but only if
* (I) payment for such services as furnished under such

arrangement would be made under part A to the hospital
had such services been furnished by the hospital, and



SMc. 1861(v)

(II) such hospital pays to the medical school at least the
reasonable cost of such services to the medical school, or

(ii) for which payment may be made under part B, but only
if such hospital pays to the medical school at least the reasonable
cost of such services to the medical school.

(D) Where (i) physicians furnish services which are either in-
patient hospital services (including services in conjunction with the
teaching programs of such hospital) by reason of paragraph (7) of
subsection (b) or for which entitlement exists by reason of clause (II)
of section 1832 (a) (2) (B) (i) and (ii) such hospital (or medical
school under arrangement with such hospital) incurs no actual cost
in the furnishing of such services, the reasonable cost of such serv-
ices shall (under regulations of the Secretary) be deemed to be the
cost such hospital or medical school would have incurred had it paid a
salary to such physicians rendering such services approximately equiv-
alent to the average -salary paid to all physicians employed by such
hospital (or if such employment does not exist, or is minimal in such
hospital, by similar hospitals in a geographic area of sufficient size to
assure reasonable inclusion of sufficient physicians in development of
such average salary).

(E) Such regulations may, in the case of skilled nursing facilities
in any State, provide for the uses of rates, developed by the State in
which such facilities are located, for the payment of the cost of skilled
nursing facility services furnished under the State's plan approved
under title XIX (and such rates may be increased by the Secretary
on a class or size of institution or on a geographical basis by a peri-
centage factor not in excess of 10 percent to take into account deter-
minable items or services or other requirements under this title not
otherwise included in the computation of such State rates), if the Sec-
retary finds that such rates are reasonably related to (but not neces-
sarily limited to) analyses undertaken by such State of costs of care
in comparable facilities in such State; except that the foregoing pro-
visions of this subparagraph shall not apply to any skilled nursing
facility in such State if-

(i) such facility is a distinct part of or directly operated by
a hospital, or

(ii) such facility operates in a close, formal satellite relation-
ship (as defined in regulations of the Secretary) with a partici-
pating hospital or hospitals.

Notwithstanding the previous provisions of this paragraph in the
case of a facility specified in clause (ii) of this subparagraph, the rea-
sonable cost of any services furnished by such facility as determined
by the Secretary under this subsection shall not exceed 150 percent of
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the costs determined by the application of this subparagraph (with-
Sout regard to such clause (ii)).

(F) Such regulations shall require each provider of services (other
than a fund) to make reports to the Secretary of information described
in section 1121(a) in accordance with the uniform reporting system
(established under such section) for that type of provider.'

Certification and Approval of Skilled Nursing Facilities
(2) (A) If the bed and board furnished as part of inpatient hospital

services (including inpatient tuberculosis hospital services and in-
patients psychiatric hospital services) or post-hospital extended care
services is in accommodations more expensive than semi-private ac-
commodations, the amount taken into account for purposes of payment
under this title with respect to such services may not exceed an amount
equal to the reasonable cost of such services if furnished in such semi-
private accommodations unless the more expensive accommodations
were required for medical reasons.

(B) Where a provider of services which has an agreement in effect
under this title furnishes to an individual itemsor services which are
in excess of or more expensive than the items or services with respect
to which payment may be made under part A or part B, as the case
may be, the Secretary shall take into account for purposes of payment

* to such provider of services only the equivalent of the reasonable cost
of the items or services with respect to which such payment may be
made.

(3) If the bed and board furnished as part of inpatient hospital
services (including inpatient tuberculosis hospital services and inpa-
tient psychiatric hospital services) or post-hospital extended care. serv-
ices is in accommodations other than, but not more expensive than,
semi-private accommodations and the use of such other accommoda-
tions rather than semi-private accommodations was neither at the re-
quest of the patient nor for a reason which the Secretary determines is
consistent with the purposes of this title, the amount of the payment
with respect to such bed and board tinder part A shall be the reasonable
cost of such bed and board furnished in semi-private accommodations
(determined pursuant to paragraph (1)) minus the difference between
the charge customarily made by the hospital or skilled nursing facility
for bed and board in semi-private accommodations and the charge
customarily made by it for bed and board in the accommodations
furnished.

(4) If a provider of services furnishes items or services to an indi-
vidual which are in excess of or more expensive than the items or serv-
ices determined to be necessary in the efficient delivery of needed health
services and charges are imposed for such more expensive items or

SSubparagraph (p) was added by section 19(b) (1) o• Pi. 93-142, effectve as specified
In section 19(c) which Isprnt thsdocument on ;L OM
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services under the authority granted in section 1866(a) (2) (B) (ii),
the amount of payment with respect to such items or services other-
wise due such provider in any fiscal period shall be reduced to the ex-
tent that such payment plus such charges exceed the cost actually
incurred for such items or services in the fiscal period in which such
charges are imposed.

(5) (A) W1here physical therapy services, occupational therapy
services, speech therapy services, or other therapy services or services
of other health-related personnel (other than physicians) are fur-
nished under an arrangement with a provider of services or other
organizations, specified in the first sentence of section 1861(p) the
amount included in any payment to such provider or other organiza-
tion under this title as the reasonable cost of such services (as fur-
nished under such arrangements) shall not exceed an amount equal to
the salary which would reasonably have been paid for such services
(together with any additional costs that would have been incurred
by the provider or other organization) to the person performing them
if they had been performed in an employment relationship with such
provider or other organization (rather than under such arrangement)
plus the cost of such other expenses (including a reasonable allow-
ance for traveltime and other reasonable types of expense related to
any differences in acceptable methods of organization for the provi-
sion of such therapy) incurred by such person, as the Secretary may O
in regulations determine to be appropriate.

(B) Notwithstanding the provisions of subparagraph (A), if a
provider of services or other organization specified in the first sen-
tence of section 1861(p) requires the services of a therapist on a
limited part-time basis, or only to perform intermittent, services, the
Secretary may make payment on the basis of a reasonable rate per
unit of service, even though such rate is greater per unit of time than
salary related amounts, where he finds that such greater payment is,
in the aggregate, less than the amount that would have been paid if
such organization had employed a therapist on a full- or part-time
salary basis.

(6) For purposes of this subsection, the term "semi-private accom-
modations" means two-bed, three-bed, or four-bed accommodations.

(7) For limitation on Federal participation for capital expenditures
which are out of conformity with a comprehensive plan of a State or
areawide planning agency, see section 1122.

Arrangements for Certain Services
(w) (1) The term "arrangements" is limited to arrangements under

which receipt of payment by the hospital, a skilled nursing facility, or
home health agency (whether in its own right or as agent), with re-
spect to services for which an individual is entitled to have payment W
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made under this title, discharges the liability of such individual or
any other person to pay for the services.

(2) Utilization review activities conducted, in accordance with the
requirements of the program established under part B of title XI
of the Social Security Act with respect to services furnished by a hoe-
pital to patients insured under part A of this title or entitled to have
payment made for such services under part B of this title or under
a State plan approved under title V or XIX, by a Professional Stand-
ards Review Organization designated for the area in which such
hospital is located shall be deemed to have been conducted pursuant
to arrangements between such hospital and such organization under
which such hospital is obligated to pay to such organization, as a con-
dition of receiving payment for hospital services so furnished under
this part or under such a State plan, such amount as is reasonably in-
curred and requested (as determined under regulations of the Secre-
tary) by such organization in conducting such review activities with
respect to services furnished by such hospital to such patients.'

State and United States

(x) The terms "State" and "United States" have the meaning given
to them by subsections (h) and (i), respectively, of section 210.

Post-Hospital Extended Care is Christian Science Skilled Nursing Facilities

I (y) (1) The term "skilled nursing facility" also includes a Christian
Science sanatorium operated, or listed and certified, by the First
Church of Christ, Scientist, Boston, Massachusetts, but only (except
for purposes of subsection (a) (2))) with respect to items and services
ordinarily furnished by such an institution to inpatients, and pay-
ment may be made with respect to services provided by or in such an
institution only to such extent and under such conditions, limitations,
and requirements (in addition to or in lieu of the conditions, limita-
tions, and requirements otherwise applicable) as may be provided in
regulations.

(2) Notwithstanding any other provision of this title, payment un-
der part A may not be made for services furnished an individual in a
skilled nursing facility to which paragraph (1) applies unless such
individual elects, in accordance with regulations, for a spell of ill-
ness to have such services treated as post-hospital extended care serv-
ices for purposes of such part; and payment under part A may not
be made for post-hospital extended care services-

(A) furnished an individual during such spell of illness in a
skilled nursing facility to which paragraph (1) applies after-

(i) such services have been furnished to him in such a
facility for 30 days during such spell, or

STPara h (2) was added bY aectioU 112 of P.L. 94-I and was amended by section
ra) ofPV93...-142.
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(ii) such services have been furnished to him during such
spell in a skilled nursing facility to which such paragraph
does not apply; or

(B) furnished an individual during such spell of illness in a
skilled nursing facility to which paragraph (1) does not apply
after such services have been furnished to him during such spell
in a skilled nursing facility to which such paragraph applies.

(3) The amount payable under part A for post-hospital extended
care services furnished an individual during any spell of illness in a
skilled nursing facility to which paragraph (1) applies shall be re-
duced by a coinsurance amount equal to one-eighth of the inpatient
hospital deductible for each day before the 31st day on which he is
furnished such services in such a facility during such spell (and the
reduction under this paragraph shall be in lieu of any reduction under
section 1813(a) (3)).

(4) For purposes of subsection (i), the determination of whether
services furnished by or in an institution described in paragraph (1)
constitute post-hospital extended care services shall be made in ac-
cordance with and subject to such conditions, limitations, and require-
merits as may be provided in regulations.

Institutional Planning
(z) An overall plan and budget of a hospital, extended care fa-

cility, or home health agency shall be considered sufficient if it-
(1) provides for an annual operating budget which includes

all anticipated income and expenses related to items which would,
under generally accepted accounting principles, be considered
income and expense items (except that nothing in this paragraph
shall require that there be prepared, in connection with any
budget an item-by-item identification of the components of each
type of anticipated expenditure or income) ;

(2) provides for a capital expenditures plan for at least a 3-
year period (including the year to which the operating budget
described in subparagraph (1) is applicable) which includes and
identifies in detail the anticipated sources of financing for, and
the objectives of, each anticipated expenditure in excess of $100,-
000 related to the acquisition of land, the improvement of land,
buildings, and equipment, and the replacement, modernization,
and expansion of the buildings and equipment which would,
under generally accepted accounting principles, be considered
capital items;

(3) provides for review and updating at least annually; and
(4) is prepared, under the direction of the governing body of

the institution or agency, by a committee consisting of representa-
tives of the governing body, the administrative staff, and the
medical staff (if any) of the institution or agency.
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Rural Health Clinic Services
(aa) (1) The term "rural health clinic services" means-

(A) physicians' services and such services and supplies as are
covered under section 1861(s) (2) (A) if furnished as an incident
to a physician's professional service,

(B) such services furnished by a physician assistant or by a
nurse practitioner and such services and supplies furnished as an
incident to his service as would otherwise be covered if furnished
by a physician or as an incident to a physician's service, and

(C) in the case of a rural health clink located in an area in
which there exists a shortage of home health agencies. part-time
or intermittent nursing care and related medical supplies (other
than drugs and biologicals) furnished by a registered professional
nurse or licensed practical nurse to a homebound individual under
a written plan of treatment (i) established and periodically
reviewed by a physician described in paragraph (2) (B). or (ii)
established by a nurse practitioner or physician assistant and
periodically reviewed and approved by a physician described in
paragraph (2) (B),

when furnished to an individual as an outpatient of a rural health
clinic.

(2) The term "rural health clinic" means a facility which-
(A) is primarily engaged in furnishing to outpatients services

described in subparagraphs (A) and (B) of paragraph (1);
(B) in the case of a facility which is not a physician-directed

clinic, has an arrangement (consistent with the provisions of State
and local law relative to the practice. performance, and delivery of
health services) with one or more physicians (as defined in sub-
section (r) (1)) under which provision is made for the periodic
review by such physicians of covered services furnished by physi-
cian assistants and nurse practitioners, the supervision and guid-
ance by such physicians of physician assistants and nurse practi-
tioners, the preparation by such physicians of such medical orders
for care and treatment of clinic patients as may be necessary, and
the availability of such physicians for such referral of and
consultation for patients as is necessary and for advice and
assistance in the management of medical emergencies; and, in the
case of a physician-directed clinic, has one or more of its staff
physicians perform the activities accomplished through such an
arrangement;

(C) maintains clinical records on all patients;
(D) has arrangements with one or more hospitals, having

agreements in effect under section 1806, for the referral and ad-
mission of patients requiring inpatient services or such diagnostic
or other specialized services as are not available at the clinic;
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(E) has written policies, which are developed with the advice
of (and with provision for review of such policies from time to
time by) a group of professional personnel. including one or more
physicians and one or more physician assistants or nurse practi-
tioners, to govern those services described in paragraph (1) which
it furnishes;

(F) has a physician, physician assistant, or nurse practitioner
responsible for the execution of policies described in subpara-
graph (E) and relating to the provision of the clinic's services;

(G) directly provides routine diagnostic services, including
clinical laboratory services, as prescribed in regulations by the
Secretary, and has prompt access to additional diagnostic services
from facilities meeting requirements under this title;

(H) in compliance with State and Federal law, has available
for administering to patients of the clinic at least such drugs and
biologicals as are determined by the Secretary to be necessary for
the treatment of emergency cases (as defined in regulations) and
has appropriate procedures or arrangements for storing, admin-
istering, and dispensing any drugs and biologicals;

(I) has appropriate procedures for review of utilization of
clinic services to the extent that the Secretary determines to be
necessary and feasible; and

(J) meets such other requirements as the Secretary may find
necessary in the interest of the health and safety of the individuals
who are furnished services by the clinic.

For the purposes of this title, such term includes only a facility which
(i) is located in an area that is not an urbanized area (as defined by
the Bureau of the Census) and that is designated by the Secretary
either (I) as an area with a shortage of personal health services under
section 1302(7) of the Public Health Service Act or (II) as a health

manpower shortage area described in section 332(a) (1) (A) of that

Act because of its shortage of primary medical care manpower, (ii)
has filed an agreement with the Secretary by which it agrees not to
charge any individual or other person for items or services for which
such individual is entitled to have payment made under this title,

except for the amount of any deductible or coinsurance amount im-

posed with respect to such items or services (not in excess of the

amount customarily charged for such items and services by such

clinic), pursuant to subsections (a) and (b) of section 1833, (iii)

employs a physician assistant or nurse practitioner, and (iv) is not a

rehabilitation agency or a facility which is primarily for the care and

treatment of mental diseases. A facility that is in operation and quali-

fies as a rural health clinic under this title or title XIX and that

subsequently fails to satisfy the requirement of clause (i) shall be

considered, for purposes of this title and title XIX, as still satisfying

the requirement of such clause.
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(3) The term "physician assistant" and the term "nurse practi-
* tioner" mean, for the purposes of paragraphs (1) and (2) a physician

assistant or nurse practitioner who performs such services as such indi-
vidual is legally authorized to perform (in the State in which the
individual -performs such services) in accordance with State law (or
the State regulatory mechanism provided by State law), and who
meets such training, education, and experience requirements (or any
combination thereof) as the Secretary may prescribe in regulation&"

Exclusions From Coverage

Sec. 1862. (a) Notwithstanding any other provisions of this title, no
payment may be made under part A or part B for any expenses in-
curred for items or services-

(1) which are not reasonable and necessary for the diagnosis
or treatment of illness or injury or to improve the functioning of
a malformed body member;

(2) for which the individual furnished such items or services
has no legal obligation to pay, and which no other person (by
reason of such individual's membership in a prepayment plan or
otherwise) has a legal obligation to provide or pay for;

(3) which are paid for directly or indirectly by a governmental
entity (other than under this Act and other than under a health
benefits or insurance plan established for employees of such an
entity), except in the case of rural health clinic services, as de-
fined in section 1861 (aa) (1), and in such other cases as the Sec-
retary may specify; 2

(4) which are not provided within the United States (except
for inpatient hospital services furnished outside the United
States under the conditions described in section 1814 (f) and, sub-
ject to such conditions, limitations, and requirements as are pro-
vided under or pursuant to this title, physicians' services and am-
bulance services furnished an individual in conjunction with such
inpatient hospital services but only for the period during which
such inpatient hospital services were furnished) ;

(5) which are required as a result of war, or of an act of war,
occurring after the effective date of such individual's current
coverage under such part;

(6) which constitute personal comfort items;
(7) where such expenses are for routine physical checkups, eye-

glasses or eye examinations for the purpose of prescribing, fitting,
or changing eyeglasses, procedures performed (during the course
of any eye examination) to determine the refractive state of the
eyes, hearing aids or examinations therefor, or immunizations:

'Subseetion (a&) was added by see. 1(d) of P.1r. 95-210. Be* also see. 1(e) of that law
which is printed In this document on pp. 802-80&

9 Paragraph (3) was amended by see. 1(b) t P.L. W-210.
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•) where such expenses are for orthopedic shoes or other sup-
portive devices for the feet;

(9) where such expenses are for custodial care;
(10) where such expenses are for cosmetic surgery or are in-

curred in connection therewith, except as required for the prompt
repair of accidental injury or for improvement of the functioning
of a malformed body member;

(11) where such expenses constitute charges imposed by im-
mediate relatives of such individual or members of his household;

(12) where such expenses are for services in connection with the
care, treatment, filling, removal, or replacement of teeth or struc-
tures directly supporting teeth, except that payment may be made
under part A in the case of inpatient hospital services in connec-
tion with the provision of such dental services if the individual,
because of his underlying medical condition and clinical status,
requires hospitalization in connection with the provision of such
services; or

(13) where such expenses are for-
(A) the treatment of flat foot conditions and the prescrip-

tion of supporting devices therefor,
(B) the treatment of subluxations of the foot, or
(C) routine foot care (including the cutting or removal of

corns, warts, or calluses, the trimming of nails, and other
routine hygienic care).

(b) Payment under this title may not be made with respect to any
item or service to the extent that payment has been made, or can rea-
sonably be expected to be made (as determined in accordance with
regulations), with respect to such item or service, under a workmen's
compensation law or plan of the United States or a State. Any pay-
ment under this title with respect to any item or service shall be con-
ditioned on reimbursement to the appropriate Trust Fund established
by this title when notice or other information is received that payment
for such item or service has been made under such a law or plan.

(c) [Repealed.] 1

(d) (1) No payment may be made under this title with respect to
any item or services furnished to an individual by a person where the
Secretary determines under this subsection that such person-

(A) has knowingly and willfully made, or caused to be made,
any false statement or representation of a material fact for use
in an application for payment under this title or for use in deter-
mining the right to a payment under this title;

(B) has submitted or caused to be submitted (except in the
case of a provider of services), bills or requests for payment under
this title containing charges (or in applicable cases requests for
payment of costs to such person) for services rendered which the

abmetlon (e) wsr repealed by etloa 103 of Publie Law -18&L
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Secretary finds to be substantially in excess Qf such person's
Customary charges (or in applicable cases substantially in ezmss

of such person's costs) for such services, unless the Secretary
finds there is good cause for such bills or requests containing
such charges (or in applicable cases, such costs) ; or I

(C) has furnished services or supplies which are determined
by the Secretary, on the basis of reports transmitted to him in
accordance with section 1157 of this Act (or, in the absence of any
such report, on the basis of such data as he acquires in the admin-
istration of the program under this title), to be substantially in
excess of the needs of individuals or to be of a quality which fails
to meet professionally recognized standards of health care.'

(2) A determination made by the Secretary under this subsection
shall be effective at such time and upon such reasonable notice to the
public and to the person furnishing the services involved as may be
specified in regulations. Such determination shall be effective with
respect to services furnished to an individual on or after the effective
date of such determination (except that in the case of inpatient hospital
services, posthospital extended care services, and home health services
such determination shall be effective in the manner provided in sec-
tion 1866(b) (3) and (4) with respect to terminations of agreements),
and shall remain in effect until the Secretary finds and gives reasonable

* notice to the public that the basis for such determination has been
removed and that there is reasonable assurance that it will not recur.

(3) Any person furnishing services described in paragraph (1)
who is dissatisfied with a determination made by the Secretary under
this subsection shall be entitled to reasonable notice and opportunity
for a hearing thereon by the Secretary to the same extent as is pro-
vided in section 205(b), and to judicial review of the Secretary's final
decision after such hearing as is provided in section 205(g).

(4) The Secretary shall promptly notify each State agency which
administers or supervises the administration of a State plan approved
under title XIX of any determination made under the provisions of
this subsection.3

(e) (1) Whenever the Secretary determines that a physician or
other individual practitioner has been convicted (on or after the date
of the enactment of this subsection, or within such period prior to that
date as the Secretary shall specify in regulations) of a criminal offense
related to such physician's or practitioner's involvement in the pro-
grams under this title or the program under title XIX. the Secretary
shall suspend such physician or practitioner from participation in the
program under this title for such period as he may deem appropriate;. 'Subpar. (B) was amended by see. 13(b) (1) of P.I1& 95-142.

2 Subpar. (C) was amended by see. 13(b) (2) of P.L. 95-142.
3 Par. (4) had been struck out by sec. 13(a) ot P.L 95-142. New par. 4 was added by sec.

306 ot P.L 96-272.
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and no payment may be made under this title with respect to any item
or service furnished by such physician or practitioner during the
period of such suspension. The provisions of paragraphs (2) and
(3) of s'ubsection (d) shall apply with respect to determinations made
by the Secretary under this subsection.
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(2) In any case where the Secretary under paragraph (1) suspends

any physician or other individual practitioner from participation in
the program under this title, he shall-

(A) promptly notify each single State agency which admin-
isters or supervises the administration of a State plan approved
under title XIX of the fact, circumstances, and period of such
suspension; and

(B) promptly notify the appropriate State or local agency
or authority having responsibility for the licensing or certification
of such physician or practitioner of the fpct and circumstances of
such suspension, request that appropriate investigations be made
and sanctions invoked in accordance with applicable State law
and policy, and request that such State or local agency or author-
ity keep the Secretary and the Inspector General of the Depart-
ment of Health, Education, and Welfare fully and currently
informed with respect to any actions taken in response to such
request.'

Consultation With State Agencies and Other Organizations To
Develop Conditions of Participation for Providers of Services

See. 1863M In carrying Qut his functions, relating to determination of
conditions of participation by providers of services, under subsectionxs
(e) (9), (f) (4), (g) (4), (j) (11), and (o) (6) of section 1861, the Sec-
retary shall consult with the Health Insurance Benefits Advisory
Council established by section 1667, appropriate State agencies, and
recognized national listing or accrediting bodies, and may consult with
appropriate local agencies. Such conditions prescribed under any of
such subsections may be varied for different areas or different classes
of institutions or agencies and may, at the request of a State, provide
higher requirements for such State than for other States; except
that, in the case of any State or political subdivision of a State which
imposes higher requirements on institutions as a condition to the pur-
chase of services (or of certain specified services) in such institutions
under a State plan approved under title I. XVI, orXIX, the Secretary
shall impose like requirements as a condition to the payment for serv-
ices (or for the services specified by the State or subdivision) in such
institutions in such State or subdivision.

Use of State Agencies To Determine Compliance by Providers of
Services With Conditions of Participation

Sec. 1864. (a) The Secretary shall make an agreement with any
State which is able and willing to do so under which the services of the
State health agency or other appropriate State agency (or the ap-
propriate local agencies) will be utilized by him for the purpose of

A Subsecton (e) was added by section ?(a) ot IP.. 95-14.
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determining whether an institution therein is a hospital or skilled
* nursing facility, or whether an agency therein is a home health agency,

or whether a facility therein is a rural health clinic as defined in sec-
tion 1861 (aa) (2), or whether a laboratory meets the requirements of
paragraphs (10) and (11) of section 1861(s), or whether a clinic, re-
habilitation agency or public health agency meets the requirements of
subparagraph (A) or (B), as the case may be, of section 1861((p) (4).
To the extent that the Secretary finds it appropriate, an institution
or agency which such a State (or Lhal) agency certifies is a hos-
pital, skilled nursing facility, rurel health clinic, or home health
agency (as those terms are defined in section 1861) may be treated
as such by the Secretary. Any State agerLcy which has such an agree-
ment may (subject to approval of the Secretary) furnish to a skilled
nursing facility after proper request by such facility, such special-
ized consultative services (which such agency is able and willing
to furnish in a manner satisfactory to the Secretary) as such fa-
cility may need to meet ene or more of the conditions specified in
section 1861(j). Any such services furnished by a State agency shall
be deemed to have been furnished pursuant to such agreement. With-
in 90 days following the completion of each survey of any health
care facility, rural health clinic, laboratory, clinic, agency, or organi-
zation by the appropriate State or local agency described in the first

* sentence of this subsection, the Secretary shall make public in readily
available form and place the pertinent findings of each such survey
relating to the compliance of each such health care facility, rural
health clinic, laboratory, clinic, agency, or organization with (1) the
statutory conditions of participation imposed under this title and (2)
the major additional conditions which the Secretary finds necessary
in the interest of health and safety of individuals who are furnished
care or services by any such health care facility, rural health clinic,
laboratory, clinic, agency, or organization."

(b) The Secretary shall pay any such State, in advance or by way
of reimbursement, as may be provided in the agreement with it (and
may make adjustments in such payments on account of overpayments
or underpayments previously made), for the reasonable cost of per-
forming the functions specified in subsection (a), and for the Federal
Hospital Insurance Trust Fund's fair share of the costs attributable
to the planning and other efforts directed toward coordination of activ-
ities in carrying out its agreement and other activities related to the
provision of services similar to those for which payment may be made
under part A, or related to the facilities and personnel required for
the provision of such services, or related to improving the quality of
such services.

(c) The Secretary is authorized to enter into an agreement with
any State under which the appropriate State or local agency which

I Subsection (a) was amended by &ctloa 1(1) of P.4 •2-1O.
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performs the certification function described in subsection (a) will
survey, on a selective sample basis (or where the Secretary finds that
a survey is appropriate because of substantial allegations of the exist-
ence of a significant deficiency or deficiencies which would, if found to
be present, adversely affect health and safety of patients), hospitals
which have an agreement with the Secretary under section 1866 and
which are accredited by the Joint Commission on the Accreditation of
Hospitals. The Secretary shall pay for such services in the manner
prescribed in subsection (b).

Effect of Accreditation

Sec. 1865. (a) Except as provided in subsection (b) and the second
sentence of section 1863, if-

(1) an institution is accredited as a hospital by the Joint Com-
mission on Accreditation of Hospitals, and

(2) such institution (if it is included within a survey described
in section 1864(c)) authorizes the Commission to release to the
Secretary (on a confidential basis) upon his request (or such
State agency as the Secretary may designate) a copy of the most
current accreditation survey of such institution made by such
Commission,

then, such institution shall be deemed to meet the requirements of the
numbered paragraphs of section 1861 (e) ; except-

(3) paragraph (6) thereof, and
(4) any standard, promulgated by the Secretary pursuant to

paragraph (9) thereof, which is higher than the requirements
prescribed for accreditation by such Commission.

If such Commission, as a condition for accreditation of a hospital,
requires a utilization review plan (or imposes another requirement
which serves substantially the same purpose) or imposes a standard
which the Secretary determines is at least equivalent to the standard
promulgated by the Secretary as described in paragraph (4) of this
subsection, the Secretary is authorized to find that all institutions so
accredited by such Commission comply also with section 1b61 (e) (6)
or the standard described in such paragraph (4), as the case may be.
In addition, if the Secretary finds that accreditation of an institution
or agency by the American Osteopathic Association or any other
national accreditation body provides reasonable assurance that any or
all of the conditions of section 1861 (e), (j), or (o), as the case may be,
are met, he may, to the extent he deems it appropriate, treat such
institution or agency as meeting the condition or conditions with
respect to which he made such finding.

(b) Notwithstanding any other provision of this title, if the Secre-
tary finds following a survey made pursuant to section 1864(c) that
an institution has significant deficiencies (as defined in regulations
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pertaining to health and safety), such institution shall, after the date
S* of notice of such finding to the hospital and for such period as may be

prescribed in regulations, be deemed not to meet the requirements of
the numbered paragraphs of section 1861(e).

Agreements With Providers of Services

Sec. 186&. (a) (1) Any provider of services (except a fund desig-
nated for purposes of section 1814(g) and section 1885(e)) shall be
qualified to participate under this title and shall be eligible for pay-
ments under this title if it files with the Secretary an agreement-

(A) not to charge, except as provided in paragraph (2), any
individual or any other person for items or services for which such
individual is entitled to have payment made under this title (or
for which he would be so entitled if such provider of services had
complied with the procedural and other requirements under or
pursuant to this title or for which such provider is paid pursuant
to the provisions of section 1814(e) ), and

(B) not to charge any individual or.any other person for
items or services for which such individual is not entitled to have
payment made under this title because payment for expenses in-
curred for such items or services may not be made by reason of
the provisions of paragraph (1) or (9), but only if (i) such
individual was without fault in incurring such expenses and (ii)
the Secretary's determination that such payment may not be made
for such items and services was made after the third year follow-
ing the year in which notice of such payment was sent to such
individual; except that the Secretary may reduce such three-year
period to not less than one year if he finds such reduction is con-
sistent with the objectives of this title, and

(C) to make adequate provision for return (or other disposi-
tion, in accordance with regulations) of any moneys incorrectly
collected from such individual or other person, and

(D) to promptly notify the Secretary of its employment of an
individual who, at any time during the year preceding such em-
ployment, was employed in a managerial, accounting, auditing,
or similar capacity (as determined by the Secretary by regula-
tion) by an agency or organization which serves as a fiscal inter-
mediary or carrier (for purposes of part A or part B, or both, of
this title) with respect to the provider. 1

An agreement under this paragraph with a skilled nursing facility
shall be for a term of not exceeding 12 months, except that the Secre-
tary may extend such term for a period not exceeding 2 months, where

*. the health and safety of patients will not be jeopardized thereby, if he
finds that such extension is necessary to prevent irreparable harm to

'Subparagrp (D) was added by aectia 15 ot P.L. M5-142.
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such facility or hardship to the individuals being furnished items or
services by such facility or if he finds it impracticable within such 12-
month period to determine whether such facility is complying with
the provisions of this title and regulations thereunder.

(2) (A) A provider of services may charge such individual or other
person (i) the amount of any deduction or coinsurance amount im-
posed pursuant to section 1813(a) (1) or (a) (3), section 1833(b), or
section 1861(y) (3) with respect to such items and services (not in
excess of the amount customarily charged for such items and services
by such provider), and (ii) an amount equal to 20 per centum of the
reasonable charges for such items and services (not in excess of 20 per
centum of the amount customarily charged for such items and services
by such provider) for which payuiaent is made under part B (but in
the case of items and services furnished to individuals with end-stage
renal disease, an amount equal to 20 percent of the estimated amounts
for such items and services calculated on the basis established by the
Secretary). In the case of items and services described in section
1833(c), clause (ii) of the preceding sentence shall be applied by sub-
stituting for 20 per centum the proportion which is appropriate under
such section."

(B) (i) Where a provider of services has furnished, at the request of
such individual, items or services which are in excess of or more ex-
pensive than the items or services with respect to which payment may
be made under this title, such provider of services may also charge such
individual or other person for such more expensive items or services
to the extent that the amount customarily charged by it for the items
or services furnished at such request exceeds the amount customarily
charged by it for the items or services with respect to which payment
may be made under this title.

(ii) Where a provider of services customarily furnishes an indi-
vidual items or services which are more expensive than the items or
services determined to be necessary in the efficient delivery of needed
health services under this title and which have not been requested by
such individual, such provider may (except with respect to emergency
services) also charge such individual or other person for such more
expensive items or services to the extent that the costs of (or, if less,
the customary charges for) such more expensive items or services ex-
perienced by such provider in the second fiscal period immediately
preceding the fiscal period in which such charges are :.nposed exceed
the cost of such items or services determined to be necessary in the
efficient delivery of needed health services, but only if-

"ISubpararph %A) was amended by see. 4(e) of P.L. 95-292. efectire as specified
In me. 9 of that act, which Is printed In this document on p. 810.
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(I) the Secretary has provided notice to the public of any
charges being imposed on individuals entitled to benefits under
this title on account of costs in excess of the costs determined to
be necessary in the efficient delivery of needed health services
under this title by particular providers of services in the area in
which such items or services are furnished, and

(II) the provider of services has identified such charges to
such individual or other person, in such manner as the Secretary

(Next page is 484-A)
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may prescribe, as charges to meet costs in excess of the cost deter-. mined to be necessary in the efficient delivery of needed health
services under this title

(C) A provider of services may in accordance with its customary
practice also appropriately charge any such individual for any whole
blood (or equivalent quantities of packed red blood cells, as defined
under regulations) furnished him with respect to which a deductible
is imposed under section 1813(a) (2), except that (i) any excess of
such charge over the cost to such provider for the blood (or equivalent
quantities of packed red blood cells, as so defined) shall be deducted
from any payment to such provider under this title, (ii) no such
charge may be imposed for the cost of administration of such blood
(or equivalent quantities of packed red blood cells, as so defined) and
(iii) such charge may not be made to the extent such blood (or equiva-
lent quantities of packed red blood cellE, as so defined) has been re-
placed on behalf of such individual or arrangements have been made
for its replacement on his behalf.

For purposes of subparagraph (C), whole blood (or equivalent
quantities of packed red blood cells, as so defined) furnished ais in-
dividual shall be deemed replaced when the provider of services is
given one pint of blood for each pint of blood (or equivalent quanti-
ties of packed red blood cells, as so defined) furnished such individual

* with respect to which a deduction is imposed under section 1813
(a)(2).

(D) Where a provider of services customarily furnishes items or
services which are in excess of or more expensive than the items or
services with respect to which payment may be made under this title,
such provider, notwithstanding the preceding provisions of this para-
graph, may not, under the authority of section 1866(a) (2) (B) (ii.,
charge any individual or other person any amount for such items or
services in excess of the amount of the payment which may otherwise
be made for such items or services under this title if the admitting
physician has a direct or indirect financial interest in such provider.

(3) The Secretary may refuse to enter into or renew an agreement
under this section with a provider of services if any person who has a
direct or indirect ownership or control interest of 5 percent or more in
such provider, or who is an officer, director, agent, or managing
employee (as defined in section 1126(b)) of such provider, is a person
described in section 1126(a).'

(b) An agreement with the Secretary under this section may be
terminated (and in the case of a skilled nursing facility, prior to the
end of the term specified in subsection (a) (1))-

(1) by the provider of services at such time and upon such
notice to the Secretary and the public as may be provided in

1Pazagmipk (3) was edded by rctioa &(b) (1) od P.L 95-14L.
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regulations, except that notice of more than 6 months shall not
be required, or

(2) by the Secretary at such time and upon such reasonable W
notice to the provider of services and the public as may be speci-
fied in regulations, but only after the Secretary has determined
(A) that such provider of services is not complying substantially
with the provisions of such agreement, or with the provisions of
this title and regulations thereunder, or (B) that such provider
of services no longer substantially meets the applicable provisions
of section 1861, or (C) that such provider of services has failed
(i) to provide such information as the Secretary finds necessary to
determine whether payments are or were due under this title and
the amounts thereof, or has refused to permit such examination
of its fiscal and other records by or on behalf of the Secretary as
may be necessary to verify such information, or (ii) to supply
(within such period as may be specified by the Secretary in regu-
lations) upon request specifically addressed to such provider by
the Secretary (I) full and complete information as to the own-
ership of a subcontractor (as defined by the Secretary in regula-
tions) with whom such provider has had, during the previous
twelve months, business transactions in an aggregate amount in
excess of $2*,5000, and (II) full and complete information as to
any significant business transactions (as defined by the Secretary
in regulations), occurring during the five-year period ending on W
the date of such request. between such provider and any wholly
owned supplier or between such provider and any subcontractor,
or (D) that such provider has made, or caused to be made, any
false statement or representation of a material fact for use in an
application for payment under this title or for use in determining
the right to a payment utider this title, or (E) that such provider
has submitted, or caused to be submitted, requests for payment
under this title of amounts for rendering services substantially in
excess of the costs incurred by such provider for rendering such
services, or (F) that. such provider has furnished services or sup-
plies which are determined by the Secretary to be substantially in
excess of the needs of individuals or to be of a quality which fails
to meet professionally recognized standards of health care, or
(G) that such provider (at the time the agreement was entered
into) did not f-ully and accurately make any disclosure required
of it by section 1126(a).*

Any termination shall be applicable-
(3) in the case of inpatient hospital services (including tuber-

culosis hospital services and inpatient psychiatric hospital serv-

'Paragraph (2) was amended by sectUons 8(b), 8(b)(2), and 13(b)(3) of P.L. 95-142.
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ices) or post-hospital extended care services, with respect to
* services furnished after the effective date of such termination

except that payment may be made for up to thirty days with
respect to inpatient institutional services furnished to any eligible
individual who was admitted to such institution prior to the
effective date of such termination,

(4) (A) with respect to home health services furnished to an
individual under a plan therefor established on or after the effec-
tive date of such termination, or (B) if a plan is established
before such effective date, with respect to such services furnished
to such individual after the calendar year in which such termina-
tion is effective, and

(5) with respect to any other items and services furnished on or
after the effective date of such termination.

(c) (1) Where an agreement filed under this title by a provider of
services has been terminated by the Secretary, such provider may not
file another agreement under this title unless the Secretary finds that
the reason for the termination has been removed and that there is
reasonable assurance that it will not recur.

(2) In the case of a skilled nursing facility participating in the
programs established by this title and title XIX, the Secretary may
enter into an agreement under this section only if such facility has

* been approved pursuant to section 1910(a), and the term of any such
agreement shall be in accordance with the period of approval of eligi-
bility specified by the Secretary pursuant to such section.'

(3) Where an agreement. filed under this title by a provider of
services has been terminated by the Secretary, the Secretary shall
promptly notify each State agency which administers or supervises
the administration of a State plan approved under title XIX of such
termination.'

(d) If the Secretary finds that there is a substantial failure to make
timely review in accordance with section 1861 (k) of long-stay cases in

Par. (2) was amended by see. 2(e) of P.L. 95-210.
Par. t3) was added by see. 30S of P.L. 06-272.
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a hospital or skilled nursing facility, he may, in lieu of terminating
Shis agreement with such hospital or facility, decide that, with respect
to any individual admitted to such hospital or facility after a subse-
quent date specified by hlim, no payment shall be made under this title
for inpatient hospital services (including inpatient tuberculosis hos-
pital services and inpatient psychiatric hospital services) after the

outh day of a continuous period of such services or for post-hospital
extended care services after such day of a continuous period of such
care as is press ribed in or pursuant to regulations, as the case may be.
Such decision may be made effective only after such notice to the hos-
pital, or (in the case of a skilled nursing facility) to the facility and
the hospital or hospitals with which it has a transfer agreement, and
to the public, as may be prescribed by regulations, and its effectiveness
shall terminate when the Secretary finds that the reason therefor has
been removed and that there is reasonable assurance that it will not
recur. The Secretary shall not make any such decision except after
reasonable notice and opportunity for hearing to the institution or
agency affected thereby.

(e) For purposes of this section, the term "provider of services"
shall include a clinic, rehabilitation agency or public health agency if,
in the case of a clinic or rehabilitation agency, such clinic or agency
meets the requirements of section 1861(p) (4) (A), or if, in the case
of a public health agency, such agency meets the requirements of
section 1861 (p) (4) (B), but only with respect to the furnishing of
outpatient physical therapy services (as therein defined).

Health Insurance Benefits Advisory Council

Se.. 1867. (a) There is hereby created a Health Insurance Benefits
Advisory Council which shall consist of 19 persons, not otherwise in
the employ of the United States, appointed by the Secretary without
regard to the provisions of title 5, United States Code, governing ap-
pointments in the competitive services. The Secretary shall from time
to time appoint one of the members to serve as Chairman. The mem-
bers shall include persons who are outstanding in fields related to
hospital, medical, and other health activities, persons who are repre-
serntative of organizations and associations of professional personnel
in the field of medicine, and at least one person who is representative
of the general public. Each member shall hold office for a term of four
years, except that any member appointed to fill a vacancy occurring
prior to the expiration of the term for which his predecessor was ap-
pointed shall be appointed for the remainder of such term. A member
shall not be eligible to serve continuously for more than two terms.
Members of the Advisory Council, while attending meetings or con-0
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ferences thereof or otherwise serving on business of the Advisory
Council, shall be entitled to receive compensation at rates fixed by the
Secretary, but not exceeding $100 per day, including traveltime, and
while so serving away from their homes or regular places of business
they may be allowed travel expenses, including per diem in lieu of
subsistence, as authorized by section 5703 of title 5, United States
Code, for persons in the Government service employed intermittently.
The Advisory Council shall meet as the Secretary deems necessary,
but not less than annually.

(b) It shall be the function of the Advisory Council to provide
advice and recommendations for the consideration of the Secretary on
matters of general policy with respect to this title and title XIX.

Sec. 1868. [Repealed.]

Determinations; Appeals

Sec. 1869. (a) The determination of whether an individual is en-
titled to benefits under part A or part B, and the determination of the
amount of benefits under part A, shall be made by the Secretary in
accordance with regulations prescribed by him.

(b) (1) Any individual dissatisfied with any determination under
subsection (a) as to--

(A) whether he meets the conditions of section 226 of this Act
or section 103 of the Social Security Amendments of 1905, or

(B) whether he is eligible to enroll and has enrolled pursuant
to the provisions of part B of this title, or section 1818, or section
1819, or

(C) the amount of benefits under part A (including a deter-
mination where such amount is determined to be zero).

shall be entitled to a hearing thereon by :he Secretary to the same
extent as is provided in section 205(b) and to judicial review of the
Secretary's final decision after such hearing as is provided in section
205(g).

(2) Notwithstanding the provisions of subparagraph (C) of para-
graph (1) of this subsection, a hearing shall not be available to an
individual by reason of such subparagraph (C) if the amount in con-
troversy is less than $100; nor shall judicial review be available to an
individual by reason of such subparagraph (C) if the amount in con-
troversy is less than $1,000.

(c) Any institution or agency dissatisfied with any determination
by the Secretary that it is not a provider of services, or with any de-
termination described in section 1866(b) (2), shall be entitled to a
hearing thereon by the Secretary (after reasonable notice and op-
portunity for hearing) to the same extent as is provided in section
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205(1,, and to judicial review of the Secretary's final decision after
*such hearing as is provided in section 205(g).

Overpayments on Behalf of Individuals and Settlement of Claims
for Benefits on Behalf of Deceased Individuals

Sec. 1870. (a) Any payment under this title to any provider of serv-
ices or other person with respect to any items or services furnished
any individual shall be regarded as a payment to such individual.

(b) Where-
(1) more than the correct amount is paid under this title to a

provider of services or other person for items or services furnished
an individual and the Secretary determines (A) that, within
such period as he may specify, the excess over the correct amount
cannot be recouped from such provider of services or other person,
or (B) that such provider of services or other person was without
fault with respect to the payment of such excess over the correct
amount, or

(2) any payment has been made under section 1814(e) to a
provider of services or ot her person for items or services furnished
an individual,

proper adjustments shall be made, under regulations prescribed (after
consultation with the Railroad Retirement Board) by the Secretary,
by decreasing subsequent payments-

(3) to which such individual is entitled under title II of this
Act or under the Railroad Retirement Act of 1974, as the case
may be, or

(4) if such individual dies before such adjustment has been
completed, to which any other individual is entitled under title II
of this Act or wnder the Railroad Retirement Act of 1974, as
the case may be, with respect to the wages and self-employment
income or the compensation constituting the basis of the benefits
of such decease'1 individual under title II of such Act.

As soon as practicable after any adjustment under paragraph (3) or
(4) is determined to be necessary, the Secretary. for purposes of this
section, section 1817(g), and section 1841(f), shall certify (to the
Railroad Retirement Board if the adjustment is to be made by de-
creasing subsequent payments under the Railroad Retirement Act of
1974) the amount of the overpayment as to which the adjustment
is to be made. For purposes of clause (B) of paragraph (1), such
provider of services or such other person shall, in the absence of evi-
dence to the contrary, be deemed to be without fault if the Secretary's
determination that more than such correct amount was paid was made
subsequent to the third year following the year in which notice was

B4-ý6
6

0 - 80 4

487



Sec. 1870(a)
sent to such individual that such amount had been paid; except that
the Secretary may reduce such three-year period to not less than one
year if he finds such reduction is consistent with the objectives of this
title.

(c) There shall be no adjustment as provided in subsection (b) (nor
sl8all there be recovery) in any case where the incorrect payment has
been made (including payments under section 1814(e)) with respect
to an individual who is without fault or where the adjustment (or
recovery) would be made by decreasing payments to which another
person who is without fault is entitled as provided in subsection
(b) (4), if such adjustment (or recovery) would defeat the purposes
of title 11 or title XVIII or would be against equity and good con-
science. Adjustment or recovery of an incorrect payment (or only
such part of an incorrect payment as the Secretary determiines to be
inconsistent with the purposes of this title) against an individual who
is without fault shall be deemed to be against equity and good con-
science if (A) the incorrect payment was made for expens. 3 incurred
for items or services for which payment may not be made under this
title by reason of the provisions of paragraph (1) or (9) of section
186246 and (B) if the Secretary's determination that such payment was
incorrect was made subsequent to the third year following the year in
which notice of such payment was sent to such individual ; except that
the Secretary may reduce such three-year period to not less than one
year if he finds such reduction is consistent with the objectives of this
title.

(d) N.o certifying or disbursing officer shall be held liable for any
amount certified or paid by him to any provider of services or other
person where the adjustment or recovery of such amount is waived
under subsection (c) or where adjustment under subsection (b) is not
completed prior to the death of all persons against whose benefits such
adjustment is authorized.

(e) If an individual, who received services for which payment
may be made to such individual under this title, dies. and payment for
such services was made (other than under this title). and the indi-
vidual died before any payments due him under this title with respect
to such services was completed, payment of the amount due (including
the amount of any unnegotiated checks) shall be made-

(1) if the payment for such services was made (before or
after such individual's death) by a person other than the deceased
individual, to the person or persons determined by the Secretary
under regulations to have paid for such services, or if the pay-
ment for such services was made by the deceased individual be-
fore his death, to the legal representative of the estate of such
deceased individual, if any;
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(2) if there is no person who meets the requirements of par&-
graph (1), to the person, if any, who is determined by the Secre-
tary to be the surviving spoue of the deceased individual and
who was either living in the same household with the deceased
at the time of his death or was, for the month in which the
deceased individual died, entitled to a monthly benefit on t1e
basis of the same wages and self-employment income as was the
deceased individual;

(3) if there is no person who meets the requirements of para-
graph (1) or (2), or if the person w•ho meets such requirements
dies before the payment due him under this title is completed,
to the child or children, if any, of the deceased individual who
were, for the month in which the deceased individual died,
entitled to nmonthly beuiefits on the basis of the same wages and
self-euiplo~ynent income as was the deceased individual (and,
in case there is more than one such child, in equal parts to each
such child) ;

(4) if there is no person who meets the requirements of para-
graph (1), (2), or (3), or if each person who meets such require-
m.nts dies before the payment due hixii under this title is com-
pleted, to the parent or parues, if any, of the deceased individual
who were, for the monthtl in which the dectase-t individual died,
entitled to miozothly bcmiefits on the basis of the same wages and
self-employnmeait income as was the deceased individual (and, in
c.-se there is more than one such parent, in equal parts to each
such parent) ;

(5) if there is no person who mcets the requirements of para-
graph (1), (2), (3), cr (4), or if ea,'h person who meets such
requirements dies before the payment due him under this title
is completed, to the person, if any, determined by the Secretary
to be the surviving spouse of the deceased individual;

(6) if there is no person who meets the requirements of par,%-
graph (1), (2), (3), (4), or (5), or if each person who meets sucii
requirements dies before the payment due him under this title is
completed, to the permon or persons, if any, determineJ by the
Secretary to be the child or children of the deceased individual
(and, in case there is more than one such child, in equal parts to
each such child) ;

(7) if there is no person who meets the requirements of para-
graph (1), (2), (3), (4), (5), or (6), or if each person who meets
such requirements dies before the payment due him under this
title is completed, to the parent or parents, if any, of the deceased
individual (and, in case there is more than one such parent, in
equal parts to each such parent) ; or
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(8) if there is no person who meets the requirements of para-
graph (1), (2), (3), (4), (5), (6), or (7), or if each person who
meets such requirements dies before the payment due him under
this title is completed, to the legal representatives of the estate
of the deceased individual, if any.

(f) If an individual who received medical and other health serv-
ices for which payment may be made under section 1632(a) (1) dies,
and-

(1) no assignment of the right to payments was made by such
individual before his death, and

(2) payment for such services has not been made,
payment for such services shall be made to the physician or other
person who provided such services, but payment shall be made under
this subsection only in such amount and subject to such conditions
as would have been applicable if the individual who received the
services had not died, and only if the •ersoji or personJs who provided
the services agrees that the reasonable charge is the full charge for the
services.

(g) If an individual, who is enrolled under section 1818(c) of the
Social Security Act or under section 1837, dies, and premiums with
respect to such enrollment have been received with respect to such
individual for any month after the month of his death, such premiums
shall be refunded to the person or persons determined by the Secretary
under regulations to have paid such premiums or if payment for such
premiums was made by the deceased individual before his death, to
the legal representative of the estate of such deceased individual, if
any. If there is no person who mecis the requirements of the preceding
sentence such premiums shall be refunded to the person or persons
in the priorities specified in paragraphs (2) through (7) of subsec-
tion (e).

Regulations

Sec. 1871. The Secretary shall prescribe -uch regulations as may
be necessary to carry out the administration of the insurance pro-
grams under this title. When used in this title. the term "regulations"
means, unless the context otherwise requires, regulations prescribed
by the Secretary.

Application of Certain Provisiois of Title II

See. 1872. The provisions of sections 206 and 216(j), and of sub-
sections (a), (d), (e), (f), (h), (i), (j), (k), and (1) of section 205,
shall also apply with respect to this title to the same extent as they
are applicable with respect to title II. 0
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Designation of Organization or Publication by Name

See. 1873. Designation in this title, by naine, of any nongovern-
mental organization or publication shall not be affected by change of
name of such organization or publication, and shall apply to any
successor organization or publication which the Secretary finds serves
the purpose for which such designation is made.

Administration

Sec. 1874. (u) Except as otherwise provided in this title and in the
Raih'oad Retirement Act of 1974, the insurance programs established
by this title shall be administered by the Secretary. The Secretary
may perform any of his functions under this title directly, or by con-
tract providing for payaient in advance or by way of reimbursement,
and in such installments, as the Secretary may deem neces.ary.

(b) The Secretary may contract with any person, agency, or insti-
tution to secure on a reimbursable basis buch special data, actuarial
information, and other information as may be necessary in the carry-
ing out of his functions mider this title.

(c) In the course of any hearing, investigation, or other proceeding
that he is authorized to conduct under this title, the Secretary may
administer oaths and affirmations.

Studies and Recommendations

Sec. 1875. (a) The Secretary shall carry on studies and develop rec-
omnmIendations to be submitted from time to time to the Congress
relating to health care of the aged and the disabled, including studies
and recommendations concerning (1) the adequacy of existing per-
sonnel and facilities for health care for purposes of the programs
under parts A and B; (2) methods for encouraging the further de-
veiopment of efficient and economical fornms of health care which are
a constructive alternative to inpatient hospital care; and (3) the
effects of the deductibles and coinsurance provisions upon benefici-
aries, persons who provide health services, and the financing of the
program.

(b) The Secretary shall make a contin imng study of the operation
and administration of the insurance progciams under parts A and B
(including a validation of the accreditation process of the Joint Com-
mission on the Accreditation of IIosp)itals, the operation and adinin-
istration of health maintenance organizations authorized by section
226 of the Social Security Amendments of 1972, the experiments and
demonstration projects authorized by section 40:2 of the Social Se-
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curity Amendments of 1967, and the experiments and demonstra-
tion projects authorized hy section 212(a) of the Social Security
Amendments of 1972), and shall transmit to the Congress annually
a report concerning the operation of such programs.

Payments to Health Maintenance Organizations

Sec. 1876. (a)(1) In lieu of amounts which would otherwise be
payable pursuant to sections 1814(b) and 1833(a), the Secretary is
authorized to determine, by actuarial methods, as provided in this
section, but o0ly3 with respect to a health maintenance organization
with which he has entered into a contract under subsection (i), a per
capita rate of paymeltt-

(A) for services provided under parts A and B for individuals
enrolled with such organization pursuant to subsection (e) who
are entitled to hospital insurance benefits under part A and en-
rolled for medical insurance benefits under part B, and

(B) for services provided under part B for individuals en-
rolled with such organization pursuant to subsection (e) who are
not entitled to ibenefits under part A but who are enrolled for
benefits under Part B.

(2) An interim per capita rate of payment for each health mainte-
nance organization shall be determined annually by the Secretary on
the basis of each organization's annual operating budget and enroll-
ment forecast which shall be submitted (in such form and in such de-
tail as the Secretary may prescribe) at least 90 days before the begin-
ning of each contract year. Each interim rate shall be equal to the esti-
mated per capita cost (based upon types and components of expenses
otherwise reimbursable under this title) of providing services defined
in paragraph (3) (A) (iii). In the event that the data requested to
be furnished by a health maintenance organization are not furnished
timely, such reduction in interim p)ayments may be made by the Secre-
tary as is appropriate, until such thie as a reasonable estimate of per
capita costs can he made. Each month, the Secretary shall pay each
such organization its interim per capita rate, in advance, for each
individual enrolled with it pursual•t to subsection (e). Each such or-
ganization shall submit interim estimated cost reports and enrollment
data on a quarterly basis in such form and manner satisfactory to the
Secretary, and the Secretary shall adjust each interim per capita rate
to the extent necessary to maintain interim payments at the level of
current costs. Interimi l)ayein(ts uuiade under this paragraph shall be
subject to retroactive adjustment at the end of each contract year as
provided in paragI'ar1h (3).

(3) (A) With respect to any health maintenance organization
which has entered into a risk sharing contract with the Secretary pur-
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suant to subsection (i) (2) (A), payments made to such organization
shall be subject to the following adjustments at the end of each con-
1 ract year:

(i) if the Secretary determines that the per capita incurred
cost of any such organization in any contract year for providing
services described in paragraph (1) is less than the adjusted aver-
age per capita incurred cost (as defined herein) of providing
such services, the resulting difference (hereinafter referred to as
"savings") shall be apportioned following the close of a contract
year for such year between such organization and the Fedeial
Hospital Insurance Trust Fund and the Federal Supplementary
Medical Insurance Trust Fund (hereinafter collectively referred
to as the "Medicare Trust Funds") as follows:

(I) savings up to 20 percent of the adjusted average per
capita cost shall be apportioned equally between such orga-
nization and the Medicare Trust Funds;

(TI) savings in excess of 20 percent of the adjusted aver-
age per capita cost shall be apportioned entirely to such Trust
Funds;

(ii) if the Secretary determines that the per capita incurred
cost of any such organization in any contract year for providing
services described in paragraph (1) is greater than the adjusted
average per capita incurred cost of providing such services, the
resulting difference (hereinafter referred to as "losses"), shall be
absorbed by such organization, and shall be carried forward and
offset from savings realized in later years;

(iii) determination of any amounts payable at the close of the
contract year to such organization or to the Trust Funds shall be
made as follows:

(I) within in 90 days after close of a contract year. interim
determination of the amount of estimated savings and appor-
tionment thereof shall be made, actuarially, on the basis of
interim reports of costs incurred by an organization, and ad-
justed average per capita costs incurred (as defined herein),
and other evidence acceptable to the Secretary and one-half
of any amounts deemed payable to such organization or the
Trust Funds shall be paid by such organization or the Secre-
tary as appropriate;

(II) final settlement and payment by the Secretary or or-
ganization, as appropriate, of any additional amounts due
on basis of such filial settlement will be made where adequate
data for actuarial computation tire available, in timely fash-
ion following submission by such organization of reports
specified in subparagraph (C) of this paragraph; and
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(III) where such final settlement is reached more than 90
days following submission of reports specified in subpara-
graph (C) of this paragraph, any arnouit payable by the
Secretary or organization shall be increased by an interest
amount, accruing from the 91st day following submission of
such report, equal to the average rate of interest payable on
Federal obligations if issued on such 91st day for purchase by
the Trust Funds.

(iv) The term "adjusted average per capita cost" means the
average per capita amount that the Secretary determines (on the
basis of actual experience, or retrospective actuarial equivalent
based upon an adequate sample and other information and data,
in the geographic area served by a health maintenance organiza-
tion or in a similar area, with appropriate adjustment to assure
actuarial equivalence, including adjustments relating to age die-
tribution, sex, race, institutional status, disability status, and any
other relevant factors) would be payable in any contract year for
services covered under this title and types of expenses otherwise
reimbursable under this title (including administrative costs
incurred by organizations described in sections 1816 and 1842) if
such services were to be furnished by other than such health main-
tenance organization.

(B) With respect to any health maintenance organization which
has entered into a reasonable cost reimbursement contract with the
Secretary pursuant to subsection (i) (2) (B), payments made to such
organization shall be subject to suitable retroactive corrective adjust-
ments at the end of each contract year so as to assure that such orga-
nization is paid for the reasonable cost actually incurred (excluding
therefrom any part of incurred cost found to be unnecessary in the
efficient delivery of health services) for the types of expenses otherwise
reimbursable under this title for providing services covered under this
title to individuals described in paragraph (1).

(C) Any contract with a health maintenance organization under
this title shall provide that the Secretary shall require, at such time
following the expiration of each accounting period of a health maiD-
tenance organization (and in such form and in such detail) as he may
prescribe:

(i) that such health maintenance organization report to him
in an independently certified financial statement its per capita
incurred cost based on the types and components of expenses
otherwise reimbursable under this title for providing services
described in paragraph (1). including therein, in accordance with
accounting procedures prescribed by the Secretary, its methods
of allocating costs between individuals enrolled under this section
and other individuals enrolled with such organization;
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(ii) that failure to report such information as may be required
may be deemed to constitute evidence of likely overpayment on

W' the basis of which appropriate collection action may be taken;
(iii) that in any case in which a health maintenance organiza-

tion is related to another organization by common ownership or
control, a consolidated financial statement shall be filed and that
the allowable costs for such organization nmy not include costs
for the types of expense otherwise reimbursable under this title,
in excess of those which would be determined to be reasonable in
accordance with regulations (providing for limiting reimburse-
ment to costs rather than charges to the health maintenance orga-
nization by related organizations and owners) issued by the
Secretary in accordance with section 1861(v) of the Social
Security Act: and

(iv) that in any case iA which compensation is paid by a health
maintenance organization substantially in excess of what is nor-
mally paid for similar services by similar practitioners (regard-
less of method of compensation), such compensation may as
appropriate be considered to constitute a distribution of profits.

(4) The pay ments to health maintenance organizations under this
subparagraph with respect to individuals described in subsection (a)
(1) (A) shall be made from the Federal Hospital Insurance Trtst

* Feund and the Federal Supplementary Medical Insurance Trust Fund.
The portion of such payment to such an organization for a month to
be paid by the latter trust fund shall be equal to 200 percent of the
sum of-

(A) the product of (i) the number of covered enrollees of such
organization for such month (as described in paragraph (1))
who have attained age 65. and (ii) tCe monthly actuarial rate
for supplemeittary medical insurance for such month as deter-
mined under section 1839(c) (1), and

(B) the product of (i) the number of covered enrollees of such
organization for such month (as described in paragraph (1))
who have not attained age 65. and (ii) the monthly actuarial rate
for supplementary medical insurance for such month as deter-
mined under section 1839 (c) (4).

The remainder of such payment shall be paid by the former trust
fund. For limitation on Federal participation for capital expenditures
which are out of conformity with a comprehensive plan of a State or

4I areawide planning agency, see section 1122.
(b) (1) The term "health maintenance organization" means a legal

entity which provides health services on a prepayment basis to indi-
viduals enrolled with such organizations and which-

(A) provides to its enrollees who are insured for benefits under
parts A and B of thi1 title or for benefits under part B alone,
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through institutions, entities, and persons meeting the applicable
requirements of section 1861, all of the services and benefits
covered under such parts (to the extent applicable under subpara-
graph (A) or (B) of subsection (a) (1)) which are available to
individuals residing in the geographic area served by the
organization;

(B) provides such services in the manner prescribed by section
1301 (b) of the Public Health Service Act, except that solely for
the purposes of this section-

(i) the term "basic health services" and references thereto
shall be deemed to refer to the services and benefits included
under parts A and B of this title;

(ii) the organization shall not be required to fix the basic
health senrices payment under a community rating system;

(iii) the additional nominal payments authorized by sec-
tion 1301 (b) (1) (D) of such Act shall not exceed the limits
applicable under subsection (g) of this section: and

(iv) payment for basic health services provided by the
organization to its enrollees under this section or for serv-
ices such enrollees receive other than through the organiza-
tion shall be made as provided for by this title;

(C) is organized and operated in the manner prescribed by sec-
tion 1301(c) of the Public Health Service Act, except that solely
for the purposes of this section-

(i) the term "basic health services" and references thereto
shall be deemed to refer to the services and benefits included
under parts A and B of this title;

(ii) the organization shall not be reimbursed for the cost
of reinsurance except as permitted by subsection (i) of this
section; and

(iii) the organization shall have an open enrollment period
as provided for in subsection (k) of this section.

(2) (A) The duties and functions of the Secretary, insofar as they
involve making determinations as to whether an organization is a
"health maintenance organization" within the meaning of paragraph
(1), shall be administered through the Assistant Secretary for Health
and in the Office of the Assistant Secretary for Health, and the admin-
istration of such duties and functions shall be integrated with the
administration of section 1312 (a) and (b) of the Public Health
Service Act.

(B) Except as provided in subparagraph (A), the Secretary shall
administer the provisions of this section through the Administrator of
the Health Care Financing Administration.'

I Subsection (b) wil Anwentled by section 201(a) of P.L. 94-460 and by section 5 of
P.L 93-292.
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(c) The benefits provided under this section to enrollees of an
* organization which has entered into a risk sharing contract with the

S)ccrtatry pursuant to sulbsection (i) (2) (A) shall consist of-
(1) in the cabe of an individual who is entitled to hospital in-

surance benefits under part A and enrolled for medical insur-
anco benefits under pait B-

(A) entitlemeiat to have payment made on his behalf for
all set vices described in section 1812 and section 1832 which
are furnished to him by the health maintenance organization
with which he is enrolled pursuant to subsection (e) of this
section; and

(B) entitlement to have payment made by such health
maintenance organization to him or on his behalf for (i)
such emergency services (as defined in regulations), (ii) such
urgently needed services (as defined in regulations) fur-
nished to him duriuig a period of temporary absence (as de-
fined in regulations) from the geographic area served by
the health maintenance organization with which he is en-
rolled, and (iii) such other services as may be determined,
in accordance with subsection (f), to be services which the
individual was entitled to have furnished by the licalth
maintenance organization, as may be furn'lhed ta l~im )DV a
physician, -upplicr, ot provider of service-s, other than the
health maintenance organization with which he is cn.lled;
and

(2) in the cas•e of al individual wlho is not elitit!vl t,. hosTpital
insumimtne Lenefits undlr part A but who is enrolled for luneical
insurance benefits under part B. entitlement to have pal nent
made for services described in paragraph (1). but only to the
extent that such services are also described in section 1832.

(d) Subject to the provisions of subsection (e). every individual
(k-scribed in subsection (c) shall be eligible to enroll with any health
maintenance organization (:is defined in subsection (b)) which serves
the geographic area in which such individual resides.

(e) An individual may enroll with a health maintenance organiza-
tion under this section, and may terminate such enrollment, as may
be prescribed by regulations.

(f) Any individual enrolled with a health maintenance organiza-
tion under this section who is dissatisfied by reason of his failure to
receive without additional cost to him any health service to which he
believes Jie is entitled shall, if the amount in controversy is $100 or
more. be entitled to a hearing before the Secretary to the same extent
as is provided in section 205(b) and in any such hearing the Secretary
shall make such health maintenance organization a party thereto. If
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the amount in controversy is $1,000 or more, such individual or health
maintenance organization shall be entitled to judicial review of the
Secretary's final decision after such hearing as is provided in section
205(g).

(g) (1) If the health maintenance organization provides its en-
rollees under this section only the services described in subsection (c),
its premium rate or other charges for such enrollees shall not exceed
the actuarial value of the deductible and coinsurance which would
otherwise be applicable to such enrollees under part A and part B, if
they were not enrolled under this sect ion.

(2) If the health maintenance organization provides to its enrollees
under this section services in addition to those described in subsection
(c), election of coverage for such additional services shall be optional
for such enrollees and such organization shall furnish such enrollees
with information on the portion of its premium rate or other charges
applicable to such additional services. The portion of its premium rate
or other charges applicable to the services described in subsection (c)
shall not exceed the actuarial value of the dductible and coinsurance
which would otherwise be applicable to such enrollees under part A
and part B if they were not enrolled under this section.

(h) (1) Except as provided in paragraph (2), each health mainte-
nance organization with which the Secretary enters into a contract
under this section shall have an enrolled membership at least half of
which consists of individuals who have not attained age 65.

(2) The Secretary may waive the requirement imposed in para-
graph (1) for a period of not more than three years from the date a
health maintenance organization first enters into an agreement with
the Secretary pur-uant to subsection (i), but only for so long as such
organization demonstrates to the satisfaction of the Secretary by the
submission of its plan for each year that it is making continuous efforts
and progress toward compliance with the provisions of paragraph
(1) within such three-year period.'

(i) (1) Subject to the limitations contained in subparagraphs (A)
and (B) of paragraph (2), the Secretary is authorized to enter into
a contract with any health maintenance organization which under-
takes to provide, on an interim per capita l)pel)ayment basis, the serv-
iL.es described in section 1832 (and section 1812, in the case of indi-
"viduals who are entitled to hospital insurance benefits under part A)
to individuals enrolled with such organization pursuant to subsec-
tion (e).

(2) (A) If the health maintenance organization (i) has a current
enrollment of not less than 25,000 members on a prepaid capitation

I Subsection (h) was amended by section 201 (b) of P.L& 94-460.
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basis and has been the primary source of health care of at least 8,000
Sperj•ois in each of the two years immediately preceding the contract

year, or (ii) serves a nonurban geogralphic area, has a current enroll-
ment of not less than 5,000 members on a prepaid capitation basis
and has been the primary source of health care for at least 1,500 per-
sons in each of the three years immediately preceding the contract
year, the Secretary may enter into a risk sharing contract with such
organization pu:suant to which any savings, as determined pursuant
to subsection (a) (3) (A), are shared between such organization and
the Medicare Trust Funds in the manner prescribed in such subsec-
tion. For purposes of this subparagraph, a health maintenance orga-
nization shall be considered to serve a nonurban geographic area if it
is located in a nonnietropolitan county (that is, a county with fewer
t•na 50,000 inhabitants), or if it has at least one such county in its
normal service area, or if it is located outside of a metropolitan area
and its facilities are within reasonable travel distance (as defined
by the Secretary) of fewer than 50,000 individuals. No health main-
tenance organization which has entered into a risk-sharing contract
with the Secretary under this subparagraph and has voluntarily ter-
minated such contract may again enter into such a contract.

(B) If the health maintenance organization does not meet the re-
quirements of subparagraph (A), or if the Secretary is not satisfied

* that the health maintenance organization has the capacity to bear the
risk of potential losses as determined under clause (ii) of subsection
(a) (3) (A), or if the health maintenance organization meeting the re-
quirements of subparagraph (A) so elects, or if an organization does
not fully meet the requirements of section 1876(b) but has demon-
strated to the satisfaction of the Secretary that it is making reasonable
efforts to meet. and is developing the capability to fully meet, such
requirements, and that it fully meets such basic requirements as the
Secretary shall prescribe in regulations, the Secretary may, if lie is
otherwise satisfied that the health maintenance organization or other
organization is able to perform its contractual obligations effectively
and efficiently, enter into a contract with such organization pursuant to
which such organization is reimbursed on the basis of its reasonable
cost (as defined in section 1861(v) ) in the manner prescribed in sub-
section (a) (3) (B).

(3) Such contract may, at the option of such organization, pro-
vide that the Secretary (A) will reimburse hospitals and skilled
nursing facilities for the reasonable cost (as determined under section
1861(v) of services furnished to individuals enrolled with such orga-
nization pursuant to subsection (e), and (B) will deduct the amount
of such reimbursement from payments which would otherwise be made

f to such organization. If a health maintenance organization pays a
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hospital or skilled nursing facility directly, the amount paid shall not
exceed the reasonable cost of the services (as dleterminied under sec-
tion 1861(v)) unless such organization demonstrates to the satisfac-
tion of the Secretary that such excess payments are justified on the
basis of advantages gained by the organization.

(4) Each contract under this section shall be for a term of at least
one year, as determined by the Secretary, and may be made auto-
matically renewable from term to term in the absence of notice by
either party of intention to terminate at thie eld of the current term;
except that the Secretary may terminate any such contract at any time
(after such reasonable notice and olpport unity for hearing to the health
maintenance organization involved as he may provide in regulations),
if he finds that the organization (A) has failed substantially to carry
out the contract, (B) is carrying out the contract in a manner incon-
sistent with the efficient and effective administration of this section, or
(C) no longer substantially meets the applicable conditions of
subsection (b).

(5) The effective date of any contract executed pursuant to this sub-
section shall be specified in such contract pursuant to the regulations.

(6) Each contract under this section-
(A) shall provide that the Secretary, or any person or organi-

zation designated by him-
(i) shall have the right to inspect or otherwise evaluate

the quality, appropriateness, and timeliness of services per-
formed under such contract; and

(ii) shall have the right to audit and inspect any books and
records of such health maintenance organization which per-
tain to services performed and determinations of amounts
payable under such contract;

(B) shall provide that no reinsurance costs (other than costs
with respect to out-of-area services and, in the case of an organi-
zation which has entered into a risk sharing contract with the
Secretary pursuant to paragraph (2)(A), the cost of providing
any member with basic health services the aggregate value of
which exceeds $5,000 in any year), including any underwriting
of risk relating to costs in excess of adjusted average per capita
cost, as defined in clause (iii) of subsection (a) (3) (A), shall be
allowed for purposes of determining payments authorized under
this section; and I

(C) shall contain such other terms and conditions not incon-
sistent with this section as the Secretary may find necessary.

(j) The function vested in the Secretary by subsection (i) may
be performed without regard to such provisions of law or of other

t Subparagraph (B) was amended by section 201(c) of P.L. 94-460.
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regulations relating to the making, performance, amendm at, or modi-
ficution of contracts of the UnittdA States as the Secretary may deter-
mine to be inconsistent with the furtherance of the purpose of this
title.

(k) Each health maintenance organization with which the Secre-
tary enters into a contract under this section shall have an open enroll-
nieat period at least every year under which it accepts up to the limits
of its capacity and without restrictions, except as may be authorized
in regulations. individuals who are eligible to enroll under subsection
(d) in the order in which tl ey apply for enrollment (unless to 4o so
would result in failure to meet the requirements of subsection (h))
or would result in enrollment of enrollees substantially nonrepresenta-
tive, as determiiiied in accordance with regulations of the Secretary,
of the population in the geographic area served by such health main-
tenance organi 'n.'

Penalties 2
See. 1877. (a) Whoever-

(1) knowingly and willfully makes or causes to be made any
false statement or representation of a material fact in any appli-
cation for any benefit or payment under this title,

(2) at any time knowingly and willfully makes or causes to be
made any false statement or representation of a material fact for
use in determining rights to any such benefit or payment,

(3) having knowledge of the occurrence of any event affect-
ing (A) his initial or continued right to any such benefit or pay-
ment, or (B) the initial or continued right to any such benefit or
payment of any other individual in whose behalf lie has applied
for or is receiving such benefit or payment, conceals or fails to
disclose such event with an intent fraudulently to secure such bene-
fit or payment either in a greater amount or quantity than is due
or when no such benefit or payment is authorized, or

(4) having made application to receive any such benefit or
payment for the use and benefit of another and having received it,
knowingly and willfully converts such benefit or payment or any
part thereof to a use other than for the use and benefit of such
other person,

shall (i) in the case of such a statement, representation, concealment,
failure, or conversion by any person in connection with the furnishing
(by that person) of items or services for which payment is or may be
made under this title, be guilty of a felony and upon conviction thereof
fined not more than $25,000 or imprisoned for not more than five years
or both, or (ii) in the case of such a statement, representation, conceal-
ment, failure, or conversion by any other person, be guilty of a mis-

I Subiection (k) was added by section 201(d) of P.L. 94-460.
2 Section 1877 was amended, In Its entirety, by section 4(a) of P.L. 95-142.
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demeanor and upon conviction thereof fined not more than $10,000 or
imprisoned for not more than one year, or both.

(b) (1) Whoever solicits or receives any remuneration (including
any kickback, bribe, or rebate) directly or indirectly, overtly or
covertly, in cash or in kind-

(A) in return for referring an individual to a person for the
furnishing or arranging for the furnishing of any item or service
for which payment may be made in whole or in part under this
title, or

(B) in return for purchasing. leasing. ordering, or arranging
for or recommending purchasing, leasing, or ordering any good,
facility, service, or items for which payment may be made in whole
or in part under this title,

shall be guilty of a felony and upon conviction thereof, shall be fined
not more than $25,000 or imprisoned for not more than five years, or
both.

(2) Whoever offers or pays any remunerat ion (including any kick-
back, bribe, or rebate) directly or indirectly, overtly or coveitly, in
cash or in kind to any person to induce such person-

(A) to refer an individual to a person for the furnishing or
arranging for the furnishing of any item or service for which
payment may be made in whole or in part under this title, or

(B) to purchase, lease, order, or arrange for or recommend
purchasing, leasing, or ordering any good, facility, service, or
item for which payment may be made in whole or in part under
this title,

shall be guilty of a felony and upon conviction thereof, shall be fined
not more than $25,000 or imprisoned for not more than five years, or
both.

(3) Paragraphs (1) and (2) shall not apply to--
(A) a discount or other reduction in price obtained by a pro-

vider of services or other entity under this title if the reduction in
price is properly disclosed and appropriately reflected in the costs
claimed or charges made by the provider or entity under this title;
and

(B) any amount paid by an employer to an employee (wh.o
has a bona fide employment relationship with such employer) for
employment in the provision of covered items or Fervices.

(c) Whoever knowingly and willfully makes or causes to be made,
or induces or seeks to induce the making of, any false statement or
representation of a material fact with respect to the conditions or
operation of any institution or facility in order that such institution
or facility may qualify (either upoui initial certification or upon re-
certification) as a hospital, skilled nursing facility, or home health
agency (as those terms are defind in section 1861), shall be guilty of a
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felony and upon conviction thereof shall be fined not more than
$2.5,000 or imprisoned for not more than five years, or both.

* (d) Whoever accepts assignments described in section 1842(b) (3)
(B) (ii) and knowingly, willfully, and repeatedly violates the term
of such assignments specified in subclause (I) of such section, shall
be guilty of a misdemeanor and upon conviction thereof shall be fined.not more than $2,000 or imprisoned for not more than six months, or
both.

Provider Reimbursement Review Board

See. 187& (a) Any provider of services which has filed a required
cost report within the time specified in regulations may obtain a hear-
ing with respect to such cost report by a Provider Reimbursement
Review Board (hereinafter referred to as the "Board") which shall be
established by the Secretary in accordance with subsection (h), if-

(1) such provider-
(A) is dissatisfied with a final determination of the orga-

nization serving as its fiscal intermediary pursuant to sec-
tion 1816 as to the atuount of total program reimbursement
due the provider for the items and services furnished to imdi-
viduals for which payment may be made under this title for
the period covered by such report,

(B) has not received such final determination front such
intermediary on a timely basis after filing such report, where

such report complied with the rules and regulations of the
Secretary relating to such report, or

(C) has not received such final determination on a timely
basis after filing a supplementary cost report, where such
cost report did not so comply and such supplementary cost
report did so comply,

(2) the amount in controversy is $10,000 or more, and
(3) such provider files a request for a hearing within 180 days

after notice of the intermediary's final determination under para-
graph (1) (A) or with respect to appeals pursuant to paragraph
(1) (B) or (C), within 180 days after a notice of such determina-
tion would have been received if such determination had been
made on a timely basis.

(b) The provisions of subsection (a) shall apply to any group of
providers of services if each provider of services in such group would,
upon the filing of an appeal (but without regard to the $10,000 limi-
tation), be entitled to such a hearing, but only if the matters in con-
troversy involve a common question of fact or interpretation of law or
regulations and the amount in controversy is, in the aggregate $30,000
or more.

(c) At such hearing, the provider of services shall have the right
to be represented by counsel, to introduce evidence, and to examine and
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cross-examine witnesses. Evidence may be received at any such hearing
even though itiadutissable under rules of evidence applicable to court
procedure.

(d) A decision by the Board shall be based upon the record made
at such hearing, which shall include the evidence considered by the
intermediary and such other evidence as may be obtained or received
by the Board, and shall be supported by substantial evidence when the
record is viewed as a whole. The Board shall have the power to affirm,
modify, or reverse a final determination of the fiscal intermediary with
respect to a cost report and to make any other revisions on matters
covered by such cost report (including revisions adverse to the pro-
vider of services) even though such matters were not considered by the
intermediary in inakimig such final determination.

(e) The Board shall have full power and authority to make rules
S and establish procedures, not inconsistent with the provisions of this
title or regulations of the Secretary, which are necessary or appropri-
ate to carry out the provisions of this section. In the course of any
hearing the Board may adnminister oaths and affirmations. The provi-
sions of subsections (d), (e), and (f) of section 205 with respect to
subpenas shall apply to the Board to the same extent as they apply to
the SecLrLaiy with respect to title II.

(f) (1) A decision of the Board shall be final unless the Secretary,
on his own motion, and within 60 days after the provider of services is
notified of the Board's decision, reverses, affirms, or modifies the
Board's decision. Providers shall have the right to obtain judicial
review of any final decision of the Board, or of aizy reversal, affirm-
ance, or modification by the Secretary, by a civil action commenced
within 60 days of the date on which notice of any final decision by
the Board or of any reversal, affirmance, or modification by the Secre-
tary is received. Such action shiall be brought in the district court of
the United States for the judicial district in which the provider is
located or in the District Court for the District of Columbia and
shall be tried pursuiant to the applicable provisions under chapter 7
of title 5, United States Code, notwithstanding any other provisions
in .ctiuin 205.

1 7 Where a provider seeks judicial review pursuant to paragraph
(1), the amount in controversy shall be subject to annual interest
beginning on the first day'of the first month beginning after the 180-
day period as determined pursuant to subsection (a) (3) and equal to
the rate of return on equity capital established by regulation pursuant
to section 1861(v) (1) (B) and in effect at the time the civil action

4 authorized under paragraph (1) is commenced, to be awarded by the
reviewing court in favor of the prevailing party.

(3) No interest awarded pursuant to paragraph (2) shall be deemed
S income or cost for the purposes of determining •imbursenient due

providers under this Act.
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(g) The findiiig of a fiscal intermediary that no payment may be
made under this title for any expenses incurred for items or services
furnished to an individual because such items or services are listed in
section 1862 shall not be reviewed by the Board, or by any court pur-
suant to an action brought under subsection (f).

(h) The Board shall be composed of five members appointed by
the Secretary without regard to the provisions of title 5, United States
Code, governing appointments in the competitive services. Two of
such members shall be representative of providers of services. All of
the members of the Board shall be persons knowledgeable in the field
of cost reimbursement, and at least one of them shall be a certified
public accountant. Members of the Board shall be entitled to receive
compensation at rates fixed by the Secretary, but not exceeding the
rate specified (at the time the service involved is rendered by such
members) f r grade GS-18 in section 5332 of title 5, United States
Code. The term of office shall be three years, except that the Secretary
shall appoint the initial members of the Board for shorter terns to
the extent necessary to permit staggered terms of office.

(i) The Board is authorized to engage such technical assistance as
may be required to carry oat its functions, and the Secretary sha.ll, in
addition, make available to the Board such secretarial, clerical, and
other assistance as the Board may require to carry out its functions.

Limitation on Liability of Beneficiary Where Medicare Claims
Are Disallowed

Sec. 1879. (a) Where-
(1) a determination is made that, by reason of section 1862(a)

(1) or (9), payment may not be made under part A or part B
of this title for any expenses incurred for items or services fur-
nished an individual by a provider of service or by another per-
son pursuant to an assignment under section 1842(b) (3) (B) (ii),
and

(2) both such individual and sucb provider of services or such
other person, as the case may be. did not know, and could not
reasonably have been expected to know, that payment would not
be made for such items or services under such part A or part B,

then to the extent permitted by this title, payment shall, notwithstand-
ing such determination, be made for such items or services (and for
such period of time as the Secretary finds will carry out the objectives
of this title), as though section 1862(a) (1) and section 1862(a) (9)
did not apply. In each such case the Secretary shall notify both such
individual and such provider of services or such other person, as the
case may be, of the conditions under which payment for such items
or services was made and in the case of comparable situations arising
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thereafter with respect to such individual or such provider or such
other person, each shall, by reason of such notice (or similar notices
provided before the enactment of this section), be deemed to have
knowledge that payment cannot be made for such items or services or
reasonably comparable items or services.

(b) In any case in which the provisions of paragraphs (1) and
(2) of subsection (a) are met, except that such provider or such other
person, as the ca.se may be, knew, or could be expected to know, that
payment for such services or items could not be made under such
part A or part B, then the Secretary sl'all, upon proper application
filed within such time as may be prescribed in regulations, indemnify
the individual (referred to in such paragraphs), subject to the deducti-
ble and coinsurance provisions of this title, for any payments received
from such individual by such provider or such other person, as the
case may be, for such items or services. Any payments made by the
Secretary as indemnification shall be deemed to have been made to
such provider or such other person, as the case may be, and shall be
treated as overpayments, recoverable from such provider or such other
person, as the case may be, under applicable provisions of law. In
each such case the Secretary shall notify such individual of the con-
ditions under which indemnification is made and in the case of com-
parable situations arising thereafter with respect to such individual,
he shall, by reason of such notice (or similar notices provided before
the enactment of this section), be deemed to have knowledge that pay-
ment cannot be made for such items or services.

(c) No payments shall be made under this title in any cases in
which the provisions of paragraph (1) of subsection (a) are met,
but both the individual to whom the items or set vices were furnished
and the provider of service or other person, as the case may be, who
furnished the items or services knew, or could reasonably have been
expected to know, that payment could not be made for items or serv-
ices under part A or part B by reason of section 1862(at) (1) or (a) (9).

(d) In any case arising under subsection (b) (but without regard
to whether payments have been made by the individual to the provider
or other person) or subsection (c), the provider or other person shall
have the same rights that an individual has under section 1869(b)
(when the determination is under part A) or section 1842(b) (3) (C)
(when the determination is under part B) when the amount of benefit
or payments is in controversy, except that such rights may, under pre-
scribed regulations, be exercised by such provider or other person only
after the Secretary determines that the individual will not exercise
such rights under such sections.
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Indian Health Service Facilities

Sec. 1880. (a) A hospital or skilled nursing facility of the Indian
Health Servicem whether operated by such Service or by an Indian
tribe or tribal organization (as those terms are defined in section 4
of the Indian Health Care Improvement Act), shall be eligible for
pa3lnents under this title, notwithstanding sections 1814(c) and
1S35(d), if and for so long as it meets all of the conditions and re-
quirenients for such payments which are applicable generally to hos-
pitals or skilled nursing facilities (as the case may be) under this title.

(b) Notwithstanding subsection (a), a hospital or skilled nursing
facility of the Indian Health Service which does not meet all of the
conditions and requirements of this title which are applicable gen-
(erally to hospitals or skilled nursing facilities (as the case may be),
but which submits to the Secretary within six mouths after the date of
tho inactinent of this section an acceptable plan for achieviiig com-
pliance with such conditions and requirements, shall be deemed to meet
such conditions and requirements (and to be eligible for paymerts
under this title), without regard to the extent of its actual compliance
with such conditions and requirements, during the first 12 months
after the month in which such plan is submitted.

(c) Notwithstanding any other provision of this title, payments to
whic-h any hospital or skilled nursing facility of the Indian Health
Service is entitled by reason of this section shall be placed in a special
fund to be held by the Secretary and used by him (to such extent or
in .-:uch amounts as are provided in appropriation Acts) exclusively
for the purpcse of making any improvements in the hospitals and
skilled nursing facilities of such Service which may be necessary to
achieve compliance with the applicable conditions and requirements
of this title. The preceding sentence shall cease to apply when the
Secr•tary determines and certifies that substantially all of the hospi-
tals and skilled nursing facilities of such Service in the United States
are in compliance with such conditions and requirements.

(d) The annual report of the Secretary which is required by sec-
tion 701 of the Indian Health Care Improvement Act shall include
(along with the matters specified in section 403 of such Act) a detailed
statement of the status of the hospitals and skilled nursing facilities
of the Service in terms of their compliance with the applicerble condi-
tions and requirements of this title and of the progress being made by
such hospitals and facilities (under plans submitted under subsection
(b) and otherwise) toward the achievement of such compliance.,

' Section 1880 was added by section 401(b) of P.L. 94-437 subject to the limitation in
section 401(c)-401(d) of that acL These provisions are printed in this document on
page 781.
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Medicare Coverage For End Stage Renal Disease Patients I

* Sec. 188L (a) The benefits provided by parts A and B of this title
shall include benefits for individuals who have been determined to
have end-stage renal disease as provided in section 226A, and benefits
for kidney donors as provided in subsection (d) of this section. Not-
withstanding any other proviLsion of this title, the type, duration, and
scope of the benefit provided by parts A and B with respect to indi-
viduals who have been determined to have end-stage renal disease and
who are entitled to such benefits without regard to section 226A shall
in no case be less than the type, duration, and scope of the benefits so
provided for individuals entitled to such benefits solely by reason of
that section.

(b) (1) Payments under this title with respect to services, in addi-
tion to services for which payment would otherwise be made under
this title, furnished to individuals who have been determined to have
end-stage renal disease shall include (A) payments on behalf of such
individuals to providers of services and renal dialysis facilities which
meet such requirements as the Secretary shall by regulation prescribe
for institutional dialysis services and supplies (including self-dialysis
services in a self-care dialysis unit maintained by the provider or facil-
ity), transplantation -services, self-care home dialysis support services
which are furnished by the provider or facility, and routine profes-

* sional services performed by a physician during a maintenance dialysis
episode if payments for his other professional services furnished to an
individual who has end-stage renal disease are made on the basis spec-
ified in paragraph (3) (A) of this subsection, and (B) payments to
or on behalf of such individuals for home dialysis supplies and equip-
ment. The requirements prescribed by the Secretary under subpara-
graph (A) shall include requirements for a minimum utilization rate
for covered procedures and for self-dialysis training programs.

(2) (A) With respect to payments for dialysis services furnished
by providers of services and renal dialysis facilities to individuals
determined to have end-stage renal disease for which payments may
be made under part B of this title, such payments (unless otherwise
provided in this section) shall be equal to 80 percent of the amounts
determined in accordance with subparagraph (B): and with respect
to payments for services for which payments may be made under part
A of this title, the amounts of such payments (which amounts shall
not exceed, in respect to costs in procuring organs attributable to pay-
ments made to an organ procurement agency or histocompatibility
laboratory, the costs incurred by that agency or laboratory) shall be
determined in accordance with section 1861(v). Payments shall be
made to a renal dialysis facility only it if agrees to accept such pay-. 1 See. 1881 was added by see. 2 of P.L. 9--292 effective as specified In sec. 6 of that act.
which Is printed in this document on p. 820.
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ments as payment in full for covered services, except for payment by
the individual of 20 percent of the estimated amounts for such services
calculated on the basis esblished by the Secretary under subpara-
graph (B) and the deductible amount imposed by section 1833(b).

(B) The Secretary shall prescribe in regulations any methods and
procedures to (i) determine the costs incurred by providers of services
and renal dialysis facilities in furnishing covered services to indi-
viduals determined to have end-stage renal disease, and (ii) deter-
mine, on a cost-related basis or other economical and equitable basis
(including any basis authorized under section 1861 (v)), the amounts
of payments to be made for part B services furnished by such providers
and facilities to such individuals. Such regulations shall provide for
the implementation of appropriate incentives for encouraging more
efficient and effective delivery of services (consistent with quality
care), and shall include, to the extent determined feasible by .he See-
ratary, a system for classifying comparable providers and facilities,
and prospectively set rates or target rates with arrangements for
sharing such reductions in costs as may be attributable to more efficient
and effective delivery of services.

(C) Such regulations, in the case of services furnished by proprie-
tary providers and facilities may include, if the Secretary finds it
feasible and appropriate, provision for recognition of a reasonable
rate of return on equity capital, providing such rate of return does not
exceed the rate of return stipulated in -ection 1861(v) (1) (B).

(D) For purposes of section 1878, a renal dialysis facility shall be
treated as a provider of services.

(3)With respect to payments for physicians' services furnished to
individuals determined to have end-stage renal disease, the Secretary
shall pay 80 percent of the amounts calculated for such services-

(A) on a reasonable charge basis (but may, in such case, make
payment on the basis of the prevailing charges of other physicians
for comparable services) except that payment may not be made
under this subparagraph for routhie services furnished during a
maintenance dialysis episode, or

(B) on a comprehensive monthly fee or other basis for an
aggregate of services provided over a period of time (as defined
in regulations).

(4) Pursuant to agreements with approved providers of services
and renal dialysis facilities, the Secretary may make payments to such
providers and facilities for the cost of home dialysis supplies and
equipment and self-care home dialysis support services furnished to
patients whose self-care home dialysis is under the direct supervision
of such provider or facility, on the basis of a target reimbursement
rate (as defined in paragraph (6)).

(5) An agreement under paragraph (4) shall require, in accord-
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ance with regulations prescribed by the Secretary, that the provider
or facility will-

(A) assume full re-sponsibility for directly obtaining or ar-
ranging for the provision of-

(i) such medically necessary dialysis equipment as is pre-
scribed by the attending physician;

(ii) dialysis equipment maintenance and repair services;
(iii) the purchase and delivery of all nece_sary medical

supplies; and
(iv) where necessary, the services of trained home dialysis

aides;
(B) perform all such administrative functions and maaintain

such information and records as the Secretary may require to
verify the transactions and arrangements described in subpara-
graph (A);

(C) submit such cost reports, data, and information as the
Secretary may require with respect to the costs incurred for equip-
ment, supplies, and services furnished to the facility's home dial-
ysis patient population; and

(D) provide for full access for the Secretary to all such rec-
ords, data, and information as he may require to perform his
functions under this section.

* (6) The Secretary shall establish, for each calendar year, com-
mencing with January 1, 1979, a target reimbursement rate for home
dialysis which shall be adjusted for regional variations in the cost of
providing home dialysis. In establishing such a rate, the Secretary
shall include-

(A) the Secretary's estimate of the cost of providing medically
necessary home dialysis supplies and equipment;

(B) an allowance, in an amount determined by the Secretary,
to cover the cost of providing personnel to aid in home dialysis;
and

(C) an allowance, in an amount determined by the Secretary,
to cover administrative costs and to provide an incentive for the
efficient delivery of home dialysis;

but in no event shall such target rate exceed 70 percent of the national
average payment, adjusted for regional variations, for maintenance
dialysis services furnished in approved providers and facilities during
the preceding fiscal year. Any such target rate so established shall be
utilized, without renegotiation of the rate, throughout the calendar
year for which it is established. During the last quarter of each cal-
endar year, the Secretary shall establish a home dialysis target reim-
bursement rate for the next calendar year based on the most recent

rb data available to the Secretary at the time. In establishing any rate
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under this paragraph, the Secretary may utilize a competitive-bid
procedure, a prenegotiated rate procedure, or any other procedure
which the Secretary determines is appropriate and feasible in order
to carry out this paragraph in an effective and efficient manner.

(7) For purposes of this title, the term "home dialysis supplies and
equipment" means medically necessary supplies and equipment (in-
cluding supportive equipment) required by an individual suffering
from end-stage renal disease in connection with renal dialysis carried
out in his home (as defined in regulations), including obtaining, in-
stalling, and maintaining such equipment.

(8) For purposes of this title, the term "self-care home dialysis
support services," to the extent permitted in regulation, means--

(A) periodic monitoring of the patient's home adaptation, in-
cluding visits by qualified provider or facility personnel (as de-
fined in regulations), so long as this is done in accordance with
a plan prepared and periodically reviewed by a professional team
(as defined in regulations) including the individual's physician;

(B) installation and maintenance of dialysis equipment;
(C) testing and appropriate treatment of the water; and
(D) such additional supportive services as the Secretary finds

appropriate and desirable.
(9) For purposes of this title, the term "self-care dialysis unit"

means a renal dialysis facility or a distinct part of such facility or of
a provider of services, which has been approved by the Secretary to
make self-dialysis services, as defined by the Secretary in regulations,
available to individuals who have been trained for self-dialysis. A self-
care dialysis unit must, at a minimum, furnish the services, equipment
and supplies needed for self-care dialysis, have patient-staff ratios
which are appropriate to self-dialysis (allowing for such appropriate
lesser degree of ongoing medical supervision and assistance of ancillary
personnel than is required for full care maintenance dialysis), and
meet such other requirements as the Secretary may prescribe with
respect to the quality and cost-effectiveness of services.

(c) (1) (A) For the purpose of assuring effective and efficient ad-
ministration of the benefits provided under this section, the Secretary
shall establish, in accordance with such criteria as lie finds appropri-
ate, renal disease network areas, such network organizations (includ-
ing a coordinating council, an executive committee of such council, and
a medical review board, for each network area) as he finds necessary to
accomplish such purpose, and a national end stage renal disease med-
ical information system. The Secretary may by regulations provide
for such coordination of network planning and quality assurance ac-
tivities and such exchange of data and information among agencies
with responsibilities for health planning and quality assurance activi-
ties under Federal law as is consistent with the economical and efficient
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administration of this section and with the responsibilities established
for network organizations under this section.

(B) At least one patient representative shall serve as a member of
each coordinating council and executive committee.

(C) The Secretary shall, in regulations, prescribe requirements with
respect to membership in network organizations by individuals (and
the relatives of such individuals) (i) who have an ownership or con-
trol interest in a facility or provider which furnishes services referred
to in section 1861(s) (2) (F), or (ii) who have received remuneration
from any such facility or provider in excess of such amounts as consti-
tute reasonable compensation for services (including time and effort
relative to the provision of professional medical services) or goods
supplied to such facility or provider; and stiirh requirements shall pro-
vide for the definition, disclosure, and, to the maximum extent con-
sistent with effective administration, prevention of potential or actual
financial or professional conflicts of interest with respect to decisions
concerning the appropriateness, nature, or site of patient care.

(2) The network organizations of each network shall be responsi-
ble, in addition to such other duties and functions as may be prescribed
by the Secretary, for-

(A) encouraging, consistent with sound medical practice, the
use of those treatment settings most compatible with the success-. ful rehabilitation of the patient;

(B) developing criteria and standards relating to the quality
and appropriateness of patient care; and network goals with
respect to the placement of patients in self-care settings and
undergoing or preparing for transplantation;

(C) evaluating the procedure by which facilities and pro-
viders in the network assess the appropriateness of patients for
proposed treatment modalities;

(D) identifying facilities and providers that are not cooper-
ating toward meeting network goals and assisting such facilities
and providers in developing appropriate plans for correction; and

(E) submitting an annual report to the Secretary on July 1
of each year which shall include a full statement of the network's
goals, data on the network's performance in meeting its goals
(including data on the comparative performance of facilities and
providers with respect to the identification and placement of suit-
able candidates in self-care settings and transplantation), identi-
fication of those facilities that have consistently failed to coopei-
ate with network goals, and recommendations with respect to the
need for additional or alternative services or facilities in the
network in order to meet the network goals, including self-dialysis
training, transplantation, and organ procurement facilities.
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(3) Where the Secretary determines, on the basis of the data con-
tained in the network's annual report and such other relevant data as
may be available to him, that a facility or provider has consistently
failed to cooperate with network plans and goals, he may terminate
or withhold certification of such facility or provider (for purposes
of payment for services furnished to individuals with end stage renal
disease) until he determines that such provider or facility is making
reasonable and appropriate efforts to cooperate with the network's
plans and goals.

(4) The Secretary shall, in determining whether to certify addi-
tional facilities or expansion of existing facilities within a network,
tako into account the network's goals and performance as reflected in
the network's annual report.

(5) The Secretary, after consultation with appropriate profes-
sional and planning organizations, shall provide such guidelines with
respect to the planning and delivery of renal disease services as are
necessary to assist network organizations in their development of their
respective networks' goals to promote the optimum use of self-dialysis
and transplantation by suitable candidates for such modalities.

(6) It is the intent of the Congress that the maximum practical
number of patients who are medically, socially, and psychologically
suitable candidates .or home dialysis or transplantation should be so
treated. The Secret ary shall consult with appropriate professional and
network organizations and consider available evidence relating to
developments in research, treatment methods, and technology for home
dialysis and transplantation. The Secretary shall periodically submit
to the Congress such legislative recommendations as the Secretary finds
warranted on the basis of such consultation and evidence to further
the national objective of maximizing the use of home dialysis and
transplantation consistent with good medical practice.

(d) Notwithstanding any provision to the contrary in section 226
any individual who donates a kidney for transplant surgery shall be
entitled to benefits under parts A and B of this title with respect to
such donation. Reimbursement for the reasonable expenses incurred
by such an individual with respect to a kidney donation shall be made
(without regard to the deductible, premium, and coinsurance provi-
sions of this title), in such manner as may be prescribed by the Secre-
tary in regulations, for all reasonable preparatory, operation, and
postoperation recovery expenses associated with such donation, in-
cluding but not limited to the expenses for which payment could be
made if he were an eligible individual for purposes of parts A and B
of this title without regard to this subsection. Payments for postopera-
tion recovery expenses shall be limited to the actual period of recovery.
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(e) (1) Notwithstanding any other provision of this title, the Sec-
* rotary may, pursuant to agreements with approved providers of serv-

ices and renal dialysis facilities, reimburse such providers and fw ;Ii-
ties (without regard to the deductible and coinsurance provisions of
this title) for the reasonable cost of the purchase, installation, mainte-
nance and reconditioning for subsequent use of artificial kidney and
automated dialysis peritoneal machines (including supportive equip-
ment) which are to be used exclusively by entitled individuals dialyz-
ing at home.

(2) An agreement under this subsection shall require that the pro-
vider or facility will-

(A) make the equipment available for use only by entitled in-
dividuals dialyzing at home;

(B) recondition the equipment, as needed, for reuse by such in-
dividuals throughout the useful life of the equipment, including
modification of the equipment consistent with advances in re-
search and technology;

(C) provide for full access for the Secretary to all records and
information relating to the purchase, maintenance, and use of the
equipment; and

(D) submit such reports, data, and information as the Secre-
tary may require with respect to the cost, management, and use
of the equipment.

(3) For purposes of this section, the term "supportive equipment"
includes blood pumps, heparin pumps, bubble detectors, other alarm
systems, and such other items as the Secretary may determine are
medically necessary.

(f) (1) The Secretary shall initiate and carry out, at selected loca-
tions in the United States, pilot projects under which financial assist-
ance in the purchase of new or used durable medical equipment for
renal dialysis is provided to individuals suffering from end stage renal
disease at the time home dialysis is begun, with provision for a trial
period to assure successful adaptation to home dialysis before the
actual purchase of such equipment.

(2) The Secretary shall conduct experiments to evaluate methods
for reducing the costs of the end stage renal disease program. Such
experiments shall include (without being limited to) reimbursement
for nurses and dialysiE technicians to assist with home dialysis, and
reimbursement to family members assisting with home dialysis.

(3) The Secretary shal! conduct experiments to evaluate methods of
dietary control for reducing the costs of the end stage renal disease
program, including (without being limited to) the use of protein-con-
trolled products to delay the necessity for, or reduce the frequency of,

Aft dialysis in the treatment of end stage renal disease.
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(4) The Secretary shall conduct a comprehensive study of methods
for increasing public participation in kidney donation and other organ
donation programs.

(5) The Secretary shall conduct a full and complete study of the
msimbursement of physicians for services furnished to patients with

end stage renal disease under this title, giving particular attention to
the range of payments to physicians for such services, the average
amounts of such payments, and the number of hours devoted to fur-
nishing such services to patients at home, in renal disease facilities, in
hospitals, and elsewhere.

(6) The Secretary shall conduct a study of the number of patients
with end stage renal disease who are not eligible for benefits with
respect to such disease under this title (by reason of this section or
other wise), and of the economic impact of such noneligibility of such
.individuals. Such study shall include consideration of mechanisms
whereby governmental and other health plans might be instituted or
modified to permit the purcha.* of actuarially sound coverage for the
costs of end stage renal disease.

(7) The Secretary shall conduct a study of the medical appropriate-
ness and safety of cleaning and reusing dialysis filters by home dialysis
patients. In such cases in which the Secretary determines that such
home cleaning and reuse of filters is a medically sound procedure, the
Secretary shall conduct experiments to evaluate sulch home cleaning
and reuse as a method of reducing the cost of the end stage renal
disease program.

(8) The Secretary shall submit to the Congress no later than
October 1, 1979, a full report on the experiments conducted under
paragraphs (1), (2), (3), and (7), and the studies under paragraphs
(4), (5), (6), and (7). Such report shall include any recommendations
for legislative changes which the Secretary finds necessary or desirable
as a result of such experiments and studies.

(g) The Secretary shall submit to the Congress on April 1, 1979,
and April 1 of each year thereafter a report on the end stage renal
disease program, including but not limited to-

(1) the number of patients, nationally and by renal disease
network, on dialysis (self-dialysis or otherwise) at home and in
facilities;

(2) the number of new patients entering dialysis at home and
in facilities during the year;

(3) the number of facilities providing dialysis and the utiliza-
tion rates of those facilities;

(4) the number of kidney transplants, by source of donor organ;
(5) the number of patients awaiting organs for transplant;
(6) the number of transplant failures;
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(7) the range of costs of kidney acquisitions, by type of
* facility and by region;

(8) the number of facilities providing transplants and the
number of transplants performed per facilitity;

(9) patient mortality and morbidity rates;
(10) the average annual cost of hospitalization for ancillary

problems in dialysis and transplant patients. and drug costs for
transplant patients;

(11) medicare payment rates for dialysis. transplant proce-
dures, and physician services, along with any changes in such
rates during the year and the reasons for those changes;

(12) the results of cost-saving experiments;
(13) the results of basic kidney disease research conducted by

the Federal Government, private institutions, and foreign
governments.

(14) information on the activities of medical review boards
and other networks organizations; and

(15) estimated program costs over the next Ave years.

Voluntary Certification of Medicare Supplemental Health
Insurance Policies

Sec. 1882. (a) Tlie ":'cretary shall establish a protcedure whereby
* medicare supplemental policies (as defined in subsection (g) (1)) may

be certified by the Secretary as meeting minimum standards and re-
quirements s.-t forth in subsection (c). Such procedure shall provide
an opportunity for any insurer to submit any such policy, and such
additloil dlata as the Seci etary finds nt'&.essary. to the Secretary for
his examination and for his certification thereof as meeting the
standards and requirements zet forth in subsection (c). Such certifi-
cation shall remain in effect if the insurer files a notarized state-
ment with the Secretary no later than June 30 of each year stating
that the policy continues to meet such standards and requirements
and if the insurer submits such additional data as the Secretary
finds necessary to independently verify the accuracy of such nota-
rized statement. Where the Secretary determines Such a policy meets
(or continues to meet) such standards and requirements, he shall au-
thorize the insurer to have printed on such policy (but only in ac-
cordance with such requirements and conditions as the Secretary
may prescribe) an emblem which the Secretary shall cause to be di-
signed for use as an indication that a policy has received the Secre-
tary's certification. The Secretary shll provide each State commis-
sioner or superintendent of insurance with a list of all the policies
which have received his certification.

S (b) (1) Any medicare supplement policy issued in any State
1 See. 1882 was added by see. 507. of P.L. 96-265.
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which the Supplemental Hleahh In.uiance Panel (established under
paragraph (2)) determines has establiLhed under State law a regula-
tory program that--

(A) provides for the application of standards with respect to
such policies equal to or more stringent than the NAIC Model
Standards (as defined in sub--ection (g) (2) (A)) :

(B) includes a requirement equal to or more stringent than
the requirement described in .ulxbsection (c) (2) ; and

(C) provides for application of the standards )and require-
ments described in nubparagraphs (A) and (B) to all medicare
supplemental policies (as defined in sulection (g) (1)) is.sueA in
such State.

shall be deemed (for so long as the Panel finds that such State regu-
latory program continues to ileket the standards s and requirements of
this paragraph) to meet the standards and requirements set. forth in
subsection (c).

(2) (A) There is hereby established a panel (hereinafter in this .,ec-
tion referred to as the -'Panel*) to be known a.-; the Supplemental
Health Insurance Panel. The Panel shall coit-i.-t of the Secretary,
who shall .-erve as the Chairman. and four State commissioners or
superintendents of insurance. who shall be appointed by the Presi-
dent and serve at his pleasure. Such members shall first be appoint-
ed not later than December 31, 1980.

(B) A majority of the members of the Panel shall constitute a
quorum, but a le.sser number may conduct hearings.

(C) The Secretary -n-hall provide such technical, secretarial. cleri-
cal, and other assistance as tihe Panel may require.

(D) There are authorized to be appropriated such sums as may be
necessary to carry out this paragraph.

(E) Members of the Panel shall be allowed, while away from
their homes or regular places of business in the performance of serv-
ices for the Panel, travel explenies (including pe-r diem in lieu of sub-
sistence) in the ,ame manner as per..,ons employed intermittently in
the Government service are allowed expenses under section 5703 of
title 5, United States C(ode.

(c) The Secretary shall certify under this section any medicare
supplemental policy. or continue certification of such a policy. only
if he finds that such policy-

(1) meets or exceeds (either in a single policy or, in the case
of nonprofit hospital and medical service associations. in one or
more policies ibsued in conjunction with one another) the NAI('
Model Standards; and

(2) can be expected jas estimated for the entire period for
which rates are computed to provide coverage, on the basis of
incurred claims experience and earned premiums for such period
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and ;a accordance with accepted actuarial principles and prac-
tice!) to return to poli.yliolders in the form of -igj•gatgle !benefits
provided unker the policy. at least 75 pe'rce-n!t oif the :igr,.g.ate
amount of premiunis ,ollected in the ca.-e of group policiv.: and
at least (0 percent of time aggregatetra,. ani1ounlt of lprelniuImI. col-
lected in the case of individual policies.

For purpo.es of paragraph] (2). policies i.Lsued as a result (f solicita-
tions of individuals through tihe mails or by ia. e IimIia ad\'vcrtis-iuig
(including Iboth print and broadcast adverti.inig) sh1ll 1b, deemlldil to
be individual policies.

(d) ( 1 ) Whoever knowingly or willfully makes or cau-,es to be made
or induces or weekss to induce the making of any false statement or
representation of a material fact with respect to the compliance of
any policy with the --tamllards and requirements set forth in subsection
(c) or in regulalt ions promIulgated p)Ur'sualnt to :.uch subsection, or with
respect to the u.-,e of the vnbllem designed by the Secretary under
sub.-ection (a), .-hall lb guilty of a felony and upon conviction thereof
:iall be fined not more than $25.000 or imprisoned for not more than
5 yeais, or both.

(2) Whoever faliy asswnies or pre'tends to be acting. or mnisrel)'e-
.-emmts in any way that he is acting. under the authority of or in asso-. ciation with, the prcgrain of health isus'ance established by this
title. or any Federal agency. for the purpose of selling or attempting
to sell insurance. or in :-uch piretended character demands, or obtains
nIlOlnev. paper. d'(wuinlents. or an.vthintg of value. slla i,, gitily of a
felony and upon conviction thereof shall hie fined nmot more than
-$:20.00 or imprisoned for not m11ore than -I years, or both.

(3) (A) Whoever knowingly sells a health insurance policy to an
individual entitled to benefits under part A or enrolled under part
1 of this title, with knowledge that such policy substantially d(pli-
cates health benefits to which suich individual is otherwise entitled.
other than benefits to which lie is entitled under a requirement of State
or Federal law (other than this title). --hall 1,e gu1iltv of a feloi"V anld
upon conviction thereof .hlall be fined not more than S25,000 or im-
prisoned for not more than .5 years. or both.

(B) For purposes of this paragraph. benefits which are payable to
or on behalf of an indlividlual wvit out regard'lo t, j t) r lu'altl; lont.fit
coverage of such individudl. shall not be considered as duplicative.

(C) Subparagraph (A) shall not apply with respect to time selling
of a group policy or plan of one or more &mnlployers or labor organiza-
tion.s. orl of the trustees of a fund established by one or more employ-
crS or labor organizations (or coojuinfmat ion thereof), for 4,unid4oyces or

* former eminployeel (or conmbinat ion thereof) or for members or former
members (or combination thereof) of thle labor organizations.

(4) (A) Whoever knowingly. directly or through his agent. mails or
causes to be immailed any matter for a prohibiited purpose (as deter-

#,-.--A ,~ - ý11- '
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mined under subparai-aph (B) ) shall ihe guilty of a felony and upion
conviction thereof shall be fined not more than $25,000 or impris- *
oned for not more than 5 years. or boti.

(B) For purposes of subparagraph (A). a prohibited purpose means
the advertising, solicitation, or offer for s"-le of a medicare supple-
mental policy, or the delivery of such a policy, ;n or into any State in
which such policy has not been approved by the Stu". oominissioner or
superintendent of insurance. For purposes of this paragraph, a medi-
care supplemental policy shall be deemed to be approved by the coin-
missioner or superintendent of insurance of a State if-

(i) the policy has been certified by the Secretary pursuant to
subsection (c) or was issued in a State with an approved regula-
tory program (as defined in subsection (g) (2) (B));

(ii) the policy has been approved by the commissioners or su-
perintendents of insurance in States in which more than 30 percent
of such policies are sold; oi

(iii) the State has in effect a law which the commissioner or
superintendent of insurance of the State has determined gives
him the authority to review, and to approve, or effectively bar
from sale in the State, such policy;

except that such a policy shall not be deemed to be approved by a
State commissioner or superintendent of insurance if the State noti-
fies the Secretary that such policy has been submitted for approval
to the State and has been specifically disapproved by such State after
providing appropriate notice and opportunity for hearing pursuant
to the procedures (if any) of the State.

(C) Subparagraph (A) Ehall not apply in the case of a person who
mails or causes to be maikd a medicare supplemental policy into a
State if such person has ascertained that the party insured under
such policy to whom (or on whose behalf) such policy is mailed is
located in such State on a temporary basis.

(D) Subparagraph (A) shall not apply in the case of a person who
mails or causes to be mailed a duplicate copy of a medicare supple-
mental policy previously issued to the party to whom (or on whose
behalf) such duplicate copy is mailed, if such policy expires not
more than 12 months after the date on which the duplicate copy is
,lllil43d.'

(e) The Secretary shall provide to all individuals entitled to bene-
fits under this title (and, to the extent feasible, to individuals about to
become so entitled) such information as will permit such individuals
to evaluate the value of medicare supplemental policies to them and
the relationship of any such policies to benefits provided under this
title.

(f) (1) (A) The Secretary shall, in consultation with Federal and
State regulatory agencies, the National Association of Insurance Com-

I Par. 44) of see. lW,2(d) becomes effective on July 1. 1982 under see. 507(b), of P.L.
9I6-265.
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missioners, private insurers, and organizations representing consumers
and the aged, conduct a comprehensive study and evaluation of the
comparative effectiveness of various State approaches to the regula-
tion of medicare supplemental policies in (i) limiting marketing and
agent abuse (ii) assuring the dissemination of such information to
individuals entitled to benefits under this title (and to other consum-
ers) as is necessary to permit informed choice, (iii) promoting policies
which provide reasonable economic benefits for such individuals, (iv)
reducing the purchase of unnecessary duplicative coverage, (v) im-
proving price competition, and (vi) establishing effective approved
State regulatory programs described in subsection (b).

(B) Such study shall also address the need for standards or certi-
fication of health insurUlce policies, other than medicare hupplemen-
tal policies, sold to individuals eligible for benefits under this title.

(C) The Secretary shall, no later than January 1, 1982, submit a
report to the Congress on the results of such study and evaluation,
accompanied by such recommendations as the Secretary finds war-
ranted by such results with respect to the need for legislative or ad-
ministrative changes to accomplish the objectives set forth in sub-
paragraphs (A) and (B), including the need for a mandatory Federal
regulatory program to assure the marketing of appropriate types of

* medicare suppkcniwital policies, and such other means as he finds may
be appropriate to enhance effective State regulation of such policies.

(2) The Secretary shall submit to the Congress no later than July 1,
1982, and periodically as may be appropriate thereafter (but -not less
often than once every 2 years), a report evaluating the effectiveness
of the certification procedure and the criminal penalties established
under this section, and shall include in such reports an analysis of-

(A) the impact of such procedure and penalties on the types,
market share, value, and cost to individuals entitled to benefits
under this.title of medicare supplemental policies which have
been certified by the Secretary;

(B) the need for any change in the certification procedure to
improve its administration or effectiveness; and

iC) whether the certification prograin and criminal penalties
should be continued.

(g) (1) For purposes of this .-ection, a medicare supplemental policy
is %i health insurance policy or other health benefit plan offered by a
private entity to individuals who are entitled to have payment niade
under this title, which provides reimbursement for expenses incurred
for .ervices and items for which payment may be made under this
title but which are not reimbursable by reason ,)f the applicability of
deductibles, coinsurance amounts, or other limitations imposed pur-
suant to this title; but does not include any such policy or plan of one
or more einiloyers or labor organizations, or of the trustees of a fund

Sec. 1882(gW506-M
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established by one or more employers. or labor organizations (or com-
bination thereof), for employees or former employees (or combination
thereof) or for members or former members (or combination thereof)
of the labor organizations. For purposes of this section, the term
"policy" includes a certificate issued under such policy.

(2) For purposes of this section:
(A) The term "NAIC Model Standards" means the "NAIC

Model Regulation to Implement the Individual Accident and
Sickness Insurance Minimum Standards Act", adopted by the
National Association of Insurance Commissioners on June 6,
1979, as it applies to medicare supplement policies.

(B) The term "State with an approved regulatory program"
means a State for which the Panel has made a determination under
subsection (b) (1).

(C) The State in which a policy is issued mean&-
(i) in the case of an individual policy, the State in which

the policyliolder resides; and
(ii) in the case of a group policy, the State ini which the

holder of the master policy resides.
(h) The Secretary shall prescribe such regulations as may be nec-

essiry for the effective, efficient, and equitable administration of the
certification procedure established under this section. The Secretary
shall first issue final regulations to implement the certification proce-
dure established uider subsection (a) not later than March 1, 1981.

(i) (1) No medicare supplemental policy shall be certified and no
such policy may be issued bearing the emblem authorized by the Sec-
retary under subsection (a) until July 1, 1982. On and after such date
policies certified by the Secretary may bear such emblem, including
policies which were issued prior to such date and were subsequently
certified, and insurers may notify holders of such certified policies
issued prior to such date using such emblem in the notification.

(2) (A) The Secretary shall not implement the certification pro-
gram established under subsection (a) with respect to policies issuect
in-m State unless the Panel makes a finding that such State cannot
be expected to have established, by July 1, 1982, an approved State
regulatory program meeting the standards and requirements of sub-
section (b) (1). If the Panel makes such a finding, the Secretary shall
implement such program under subsection (a) with respect to medi-
care supplemental policies issued in such State, until such time as
the Panel determines that such State has a program that meets the
standards and requirements of subsection (b) (1).

(B) Any finding by the Panel under subparagraph (A) shall be
transmitted in writing, not later than January 1, 1982, to the Com-
mittee on Finance of the Senate and to the Committee on Interstate
and Foreign Commerce and the Committee on Ways and Means of
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the House of Representatives and shall not become effective until 60
days after the date of its transmittal to the Committees of the Con-
gress under this subparagraph. In counting such days, days on which
either House is not in session because of an adjournment sine die or an
adjournment of more than three days to a day certain are excluded in
the computation.

(j) Nothing in this section shall be construed so as to affect the
right of any State to regulate medicare supplemental policies which,
under the provisions of this section, are considered to be issued in
anotlier State.

a

Sec. 1882(j)



Revised April 1978

TITLE XIX-GRANTS TO STATES FOR MEDICAL
ASSISTANCE PROGRAMS

Page
See. 1901. Appropriation ----------------------------------------- 50?
See. 1902. State Plans for Medical Assistance ----------------------- 50
Sec. 1903. Payment to States ------------------------------------ 524
SeM. 1904. Operation of State Plans ------------------------------- 582-I
Sec. 1905. D)efiaitioas ------------------------------------------- 532-1
gee. 1906. 1 Repealed. ------------------------------------------- 53?
Kee. 190T. Observauce of Religious Beliefs --------------------------- 53T
See. 1908. State Programs for Licensing of Administrators of Nur-"ng

Homes ------------------------------------- 537
Sec. 1909. Penalties --------------------------------------------- 539
See. 1910. Certification and Approval of Skilled Nursing Facilities and of

Rural Health Clinics --------------------------------- 540B
See. 1911. Indian Health Service Facilities -------------------------- 540B
See. 1912. Assignment of Rights of Payment ------------------------- 540C

Appropriation

Sec. 190L For the purpose of enabling each State, as far as prac-
ticable under the conditions in such State, to furnish (1) medical
assistance on behalf of families with dependent children and of aged,

* blind, or disabled individuals, whose income and resources are insuf-
ficient to meet the cost of necessary medical services, and (2) rehabili-
tation and other services to help such families and individuals attain
or retain capability for independence or self-care, there is hereby
authorized to be appropriated for each fiscal year a sum sufficient to
carry out the purposes of this title. The sums made available under
this section shall be used for making payments to States which have
submitted, and had approved by the :Secretary of Health, Education,
and Welfare, State plans for medical assistance.

State Plans for Medical Assistance 2

Sec. 1902. (a) A State plan for medical assistance must-
(1) provide that it shall be in effect in all political subdivisions

of the State, and, if administered by them, be mandatory upon
them;

(2) provide for financial participation by the State equal to
not less than 40 per centum of the non-Federal share of the ex-
penditures under the plan with respect to which payments under
section 1903 are authorized by this title; and, effective July 1,
1969, provide for financial participation by the State equal to all
of such non-Federal share or provide for distribution of funds. I This table of contents does not appear in the law.

2 In addition to the requirements of this section. State medical assistance plans must
comply with the requirements of section 212(a) of P.L. 93-66 (see pag 742 of this
document) ; section 503 of P.L. 94-566 (see page 792 of this document) and section 1618
of the Social Security Act.

(507)
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from Federal or State sources, !or carrying ont the State plan, on
an equalization or other b.sis which will assure that the lack of
adequate funds from local sources will not result in lowering the
amount, duration, scope, or quality of care and services available
under the plan;

(3) provide for granting an opportunity for a fair hearing
before the State agency to any individual whose claim for medical
assistance under the plan is denied or is not acted upon with
reasonable promptness;

(4) provide (A) such methods of administration (including
methods relating to the establishment and maintenance of per-
sonnel standards on a merit basis, except that the Secretary shall
exercise no authority with respect to the selection, tenure of office,
and compensation of any individual employed in accordance with
such methods, and including provision for utilization of profes-
sional medical personnel in the administration and, where admin-
istered locally, supervision of administration of the plan) as are
found by the Secretary to be necessary for the proper and efficient
operation of the plan, and (B) for the training and effective use
of paid subprofessional staff, with particular emphasis on the
full-time or part-time employment of recipients and other persons
of low income, as community service aides, in the administration
of the plan and for the use of nonpaid or partially paid volunteers
in a social service volunteer program in providing services to
applicants and recipients and in assisting any advisory committees
established by the State agency;

(5) either provide for the establishment or designation of a
single State agency to administer or to supervise the administra-
tion of the plan, or provide for the establishment or designation
of a single State agency to administer or to supervise the ad-
ministration of the plan, except that the determination of eligi-
bility for medical assistance under the plan shall be made by the
State or local agency administering the State plan approved
under title I or XVI (insofar as it relates to the aged) if the
State is eligible to participate in the State plan program estab-
lished under title XVI or by the agency or agencies administering
the supplemental security income program established under title
XVI or the State plan approved under part A of title IV if the
State is not eligible to participate in the State plan program estab-
lished under title XVI;

(6) provide that the State agency will make such reports, in
such form and containing such information, as the Secretary
may from time to time require, and comply with such provisions
as the Secretary may from time to time find necessary to assure
the correctness and verification of such reports;

"Sec 1902(a) 5WS
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(7) provide safeguards which restrict the use or disclosure of
* information concerning applicants and recipients to purposes di-

rectly connected with the administration of the plan;
(8) provide that all individuals wishing to make application

for medical assistance under the plan shall have opportunity to
do so, and that such assistance shall be furnished with reasonable
promptness to all eligible individuals;

(9) provide-
(A) that the State health agency, or other appropriate

State medical agency (whichever is utilized by the Secretary
for the purposes specified in the first sentence of section 1864
(a)), shall be responsible for establishing and maintaining
health standards for private or public institutions in which
recipients of medical assistance under the plan may receive
care or services, and

(B) for the establishment or designation of a State au-
thority or authorities which shall be responsible for estab-
lishing and maintaining standards, other than those relating
to health, for such institutions; 1

(10) provide-
(A) for making medical assistance available to all indi-

viduals receiving aid or assistance under any plan of the
State approved under title I, X, XIV, or XVI, or part A of
title IV, or with respect to whom supplemental security in-
come benefits are being paid under title XVI;

(B) that the medical assistance made available to any
individual described in clause (A)-

(i) shall not be less in amount, duration, or scope
than the medical assistance made available to any other
such individual, and

(ii) shall not be less in amount, duration, or scope
than the medical assistance made available to individuals
not described in clause (A) ; and

(C) if medical assistance is included for any group of
individuals who are not described in clause (A) and who
do not meet the income and resources requirements of the
appropriate State plan, or the supplemental security income
program under title XVI, as the case may be, as determined
in accordance with standards prescribed by the Secretary-

,P.l. 92-003, sec. 249E, provides: "For purposes of section 1902(a) (10) of the Social
Security Act any Individual who. for the month of August 1972, was eligible for or receiv-
ing aid or assistance under a State plan approved under title I. X, XIV. or XV1, or part
A of title IV of such Act and who for such month was entitled to monthly insurance bene-S fits under title II of such Act shall be deemed to be eligible for such aid or assistance for
any month thereafter prior to July 1975 If such individual would have been eligible for
such aid or assistance for such month had the Increase in monthly insurance benefits under
title U of such Act resulting from enactment of Public Law 92-336 not been ap-
pUlable to such indivlduaL"

- M
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(i) for making medical assistance available to all
individuals who would, except for income and resources,
be eligible for aid or a&s.istat.ie under any such State plan
or to have paid with respect to tflem suppleiiiental secu-
rity income benefits under title XVI. and who have
insufficient (as detteriti med in accordance with ,. oiipa-
rable standards) inv'omo and resourtces to iieet the costs
of necessary ittedical and reinedial care and service::, and

(ii) that thiet medical assistance made available to all
individuals not dv..;'rilwd in ,lause (A) shall be equal
in amount, durationn. and scope;

except that (I) the making available of the services de.crilXed
in paragraph (4), (14), or (16) of section 19.05(a) to individuals
meeting the age requirements prescrilbed theirein shall not, by
reason of this paragraph (10), require the making available of
any such services, or the inaking available of suc.h services of the
same amount, duration, and scope, to individuals of any other
ages, (II) the making available of supplementary medical insur-
ance benefits under part B of title XVIII to individuals eligible
therefor (either pursuant to an agreement entered into under
section 1843 or by reason of the payment of premniumus under such
title by the State agency on Ix-half of such individuals), or pro-
vision for meeting part or all of the cost of deductibles, cost
sharing, or similar charges under part B of title XVIII for
individuals eligible for benefits under such part, shall not. by
reason of this paragraph (10), require the making available of
any such benefits, or the making available of services of the same
amount, duration, and scope, to any other individuals, and (III)
the making available of medical assistance equal in amount, dura-
tion, and scope to the medical assistance made available to individ-
uals described in clause (A) to any classification of individuals
approved by the Secretary, with respect to whom there is being
paid, or who are eligible, or would be eligible if they were not
in a medical institution, to have paid with respect to them, a
State supplementary payment shall not, by reason of this para-
graph (10), require the making available of any such assistance,
or the making available of such assistance of the same amount,
duration, and scope, to any other individuals not described in
clause (A);

(11) (A) provide for entering into cooperative arrangements
with the State agencies responsible for administering or super-
vising the administration of health services and vocational re-
habilitation services in the State looking toward maximum uti-
lization of such services in the provision of medical* assistance
under the plan, and (B) effective July 1, 1969, provide, to the

I I
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extent prescribed by the Secretary, for entering into agreements,
with any agency, institution, or organization receiving payments
for part or all of the cost of plans or projects under title V, (i)
providing for utilizing such agency, institution, or organization in
furnishing care and services which are available under such plan
or project under title V and which are included in the State plan
approved under this section and (ii) making such provision as
may be appropriate for reimbursing such agency, institution, or
organization for the cost of any such care and services furnished
any individual for which payment would otherwise be made to
the State with respect to him under section 1903;

(12) provide that, in determining whether an individual is
blind, there shall be an examination by a physician skilled in the
diseases of the eye or by an optometrist, whichever the individual
may select;

(1a) provide--
(A) (i) for the inclusion of some institutional and some

noninstitutional care and services, and
(ii) for the inclusion of home health services for any indi-

vidual who, under the State plan, is entitled to skilled nursing
facility services, and

(B) in the case of individuals receiving aid or assistance
under any plan of the State approved under title I, X, XIV,
or XVI, or part A of title IV, or with respect to whom sup-
plemental security income benefits are being paid under title
XVI, for the inclusion of at least the care and services listed
in clauses (1) through (5) of section 1905 (a), and

(C) in the case of individuals not included under subpara-
graph (B) for the inclusion of at least--

(i) the care and services listed in clauses (1) through
(5) of section 1905(a) or

(ii) (I) the care and services listed in any 7 of the
clauses numbered (1) through (16) of such section and
(II) in the event the care and services provided under
the State plan include hospital or skilled nursing fa-
cility services, physicians' services to an individual in
a hospital or skilled nursing facility during any period
he is receiving hospital services from such hospital or
skilled nursing facility services from such home, and

(D) for payment of the reasonable cost of inpatient hos-
pital services provided under the plan, as determined in ac-
cordance with methods and standards, consistent with section
1122, which shall be developed by the State and reviewed
and approved by the Secretary and (after notice of approval
by the Secretary) included in the plan, except that the reason-
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able cost of any such services as determined under such meth-
ods and standards shall not exceed the amount which would
be determined under section 1861(v) as the reasonable cost
of such services for purposes of title XVIII; and

(E) effective July 1, 1976, for payment of the skilled nurs-
ing facility and intermediate care facility services provided
under the plan on a reasonable cost related basis, as deter-
mined in accordance with methods and standards which shall
be developed by the State on the basis of cost-finding methods
approved and verified by the Secretary; and

(F) for payment for services described in section 1905(a)
(2) (B) provided by a rural health clinic under the plan of
100 percent of costs which are reasonable and related to the
cost of furnishing such services or based on such other tests of
reasonableness, as the Secretary may prescribe in regulations
under section 1833 (a) (3), or, in the case of services to which
those regulations do not apply, on such tests of reasonable-
ness as the Secretary may prescribe in regulations under this
subparagraph;'

(14) effective January 1,1973, provide that-
(A) in case of individuals receiving aid or assistance under

any plan of the State approved under title I, X, XIV, or
XVI, or part A of title IV, or with respect to whom supple-
mental security income benefits are being paid under title
XVI, or who meet the income and resources requirements of
the appropriate State plan, or the supplemental security in-
come program under title XVI, as the case may be, and indi-
viduals with respect to whom there is being paid, or who are
eligible, or would be eligible if they were not in a medical
institution, to have paid with respect to them, a State supple-
mentary payment and are eligible for medical assistance
equal in amount, duration, and scope to the medical assistance
made available to individuals described in paragraph
(10) (A)-

(i) no enrollment fee, premium, or similar charge,
and no deduction, cost sharing, or similar charge with
respect to the care and services listed in clauses (1)
through (5) and (7) of section 1905(a), will be imposed
under the plan, and

(ii) any deduction, cost sharing, or similar charge im-
posed under the plan with respect to other care and
services will be nominal in amount (as determined in

Subparagraph (r) was added by see. 2(c) (1) of P.L. 63-210 effective as specified in
sec.2(f) which is printed In this document on p. 803.
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accordance with standards approved by the Secretary
and included in the plan), and

(B) with respect to individuals (other than individuals
with respect to whom there is being paid, or who are eligible
or would be eligible if they were not in a medical institution,
to have paid with respect to them, a State supplementary
payment and are eligible for medical assistance equal in
amount, duration, and scope to the medical assistance made
available to individuals described in paragraph (10) (A))
who are not receiving aid or assistance under any such State
plan and with respect to whom supplemental security income
benefits are not being paid under title XVI and who do not
meet the income and resources requirements of the appropri-
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ate State plan, or the supplemental security income program
under title XVI, as the case may be,

(i) there may be imposed an enrollment fee, preiiiim.
or similar charge which (as determined in accordance
with standards prescribed by the Secretary) is related
to the individual's income, and

(ii) any deductible, cost-.lharing, or similar charge
imposed under the plan will be nominal:

(15) in the case of eligible individuals 65 years of age or older
who are covered by either or both of the insurance programs es-
tablished by title XVIII, provide where, under the plan, all of
any deductible, cost sharing, or similar charge imposed with re-
spect to such individual under the insurance program established
by such title is not met, the portion thereof which is met shall be
determined on a basis reasonably related (as determined in ac-
cordance with standards approved by the Secretary and included
in the plan) to such individual's income or his income and
resources;

(16) provide for inclusion, to the extent required by regula-
tions prescribed by the Secretary, of provisions (conforming to
such regulations) with respect to the furnishing of medical as-
sistance under the plan to individuals who are residents of the
State but are absent therefrom;

(17) include reasonable standards (which shall be comparable
for all groups and may, in accordance with standards prescribed
by the Secretary, differ with respect to income levels, but only in
the case of al)plicants or recipients of assistance under the plan
who are not receiving aid or assistance under any plan of the
State approved under title I, X, XIV. or XVI, or part A of
title IV, and with respect to whom supplemental security income
benefits are not being paid under title XVI. based on the varia-
tions between shelter c -sts in urban areas and in rural areas) for
determining eligibility for and the extent of medical assistance
under the plan which (A) are consistent with the objectives of
this title. (B) provide for taking into account only such income
and resources as are, as determined in accordance with standards
prescribed by the Secretary. available to the applicant or re-
cipient and (in the case of any applicant or recipient who would.
except for income and resources, be eligible for aid or assistance
in the form of money payments under any plan of the State
approved under title I, X, XIV, or XVI, or part A of title IV,
or to have paid with respect to him supplemental security income
benefits under title XVI) as would not be disregarded (or set
aside for future needs) in determining his eligibility for such
aid, assistance, or benefits, (C) provide for reasonable evaluation
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of any such income or resources, and (D) do not take into account
the financial responsibility of any individual for any applicant
or recipient of assistance under the plan unless such applicant or
recipient is such individual's spouse or such individual's child
who is under age 21 or (with respect to States eligible to partici-
pate in the State program established tnder title XVI), is blind
or permanently and totally disabled, or is blind or disabled as
defined in section 1614 (with respect to States which are not eligi-
ble to participate in such program); and provide for flexibility
in the application of such standards with respect to income by
taking into account, except to the extent prescribed by the Secre-
tary, the costs (whether in the form of insurance premiums or
otherwise) incurred for medical care or for any other type of
remedial care recognized under State law;

(18) provide that no lien may be imposed against the property
of any individual prior to his death on account of medical as-
sistance paid or to be paid on his behalf under the plan (except
pursuant to the judgment of a court on account of benefits incor-
rectly paid on behalf of such individual), and that, there shall be
no adjustment or recovery (except, in the case of an individual
who was 65 years of age or older when he received such assistance,
from his estate, and then only after the death of his surviving
spouse, if any, and only at a time when he has no surviving child
who is under age 21 or (with respect to States eligible to partici-
pate in the State program established under title XVI), is blind or
permane t ly and totally disabled, or is blind or disabled as defined
in section 1614 (with respect to States which are not eligible to
participate in such program) of any medical assistance correctly
paid on. behalf of such individual under the plan;

(19) provide such safeguards as may be necessary to assure
that eligibility for care and services under the plan will be deter-
mined, and such care and services will be provided, in a manner
consistent with simplicity of administration and the best interests
of the recil)ients;

(20) if the State plan includes medical assistance in behalf of
individuals 65 years of age or older who are patients in institutions
for mental diseases-

(A) provide for having in effect such agreements or other
arrangements with State authorities concerned with mental
diseases, and, where appropriate, with such institutions, as
may be necessary for carrying out the State plan, including
arrangements for joint planning and for development of
alternate methods of care, arrangements providing assurance
of immediate readmittance to institutions where needed for
individuals under alternate plans of care, and arrangements
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providing for access to patients and facilities, for furnishing
informat ion, and for making reports;

(B) provide for an individual plan for each such patient
to assure that the institutional care provided to him is in
his best interests, including, to that end, assurances that
there will be initial and periodic review of his medical and
other needs, that he will be given appropriate medical
treatment within the institutions, and that there will be a
periodical determination of his need for continued treatment
in the institution;

(C) provide for the development of alternate plans of care,
making maximum utilization of available resources, for re-
cipients 65 years of age or older who would otherwise need
care in such institutions, including appropriate medical treat-
ment and other aid or assistance; for services referred to in
section 3(a)(4)(A) (i) and (ii). section 603(a) (1) (A) (i)
and (ii), or section 1603(a) (4) (A) (i) and (ii) which are ap-
propriate for such recipients and for such patients; and for
methods of administration necessary to assure that the re-
sponsibilities of the State agency under the State plan with
respect to such recipients and such patients will be effectively
carried out; and

(D) provide methods of determining the reasonable cost
of institutional care for such patients;

(21) if the State plan includes medical assistance in behalf of
individuals 65 years of age or older who are patients in public
institutions for mental diseases, show that the State is making
satisfactory progress toward developing and implementing a com-
prehensive mental health program, including provision for utili-
zation of community mental health centers, nursing facilities, and
other alternatives to care in public institutions for mental diseases;

(22) include descriptions of (A) the kinds and numbers of pro-
fessional medical personnel apnd supporting staff that will be used
in the administration of the plan and of the responsibilities they
will have, (B) the standards, for private or public institutions in
which recipients of medical assistance under the plan may receive
care or services, that will be utilized by the State authority or
authorities responsible for establishing and maintaining such
standards, (C) the cooperative arrangeements with State health
agencies and State vocational rehabilitation agencies entered into
with a view to maximum utilization of and coordination of the
provision of medical assistance with the services administered or
supervised by such agencies, and (D) other standards and
methods that the State will use to assure that medical or remedial
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care and services provided to recipients of medical assistance are
of high quality:

(23) except in the case of Puerto Ri'o. the Virgin Isiflaids, and
Guam. provide dihat any in(lividual eligril)le for lnledical assistance
(including drugs) mav obtain such assistance from any institu-
tion, agency, C, nuin unity pharmacy, or person, qualiied to performs
the service or services re(uiured (including an organization which
provides such services. or arranges for thliravailability. In a pre-
payment basis). who undertakes to provide him such services;
and a State plan shall not be deemed to be out of compliance with
the requirements of this paragraph or paragraphl (1) or (10)
solely by rason of the fact that thie State (or any political subdi-
vision thereof) has entered into a contract with an organization
which has agreed to pIrovide care and .-ervices inl additi,i1 to those
offered under the State plan to individuals eligible for medical
assistance who reside in the geographic area served by such or-
ganization and who elect to obtain such care and services from
such organizat iom or bly re'aon of the fact that the llan provides
for payment for r,,ral health clinic services only if those services
are provided by a rural health clinic; 1

(24) effective July 1. 1969, provide for consultative services
b•y health agencies and other appropriate agencies of the State

to hospitals. nursing facilities, holme health agchcies, clinics, lab-
oratories, and such other institutions as the Secretary may specify
1,u order to assist Ileim (A) to qualify for payments under this
.\ct. (B) to establish and ndaintain such fiscal records as may be
lWcVssalry for thie liroper aid eflicient administration of this Act.
amid C) to provide information needed to determine payments
due under this Act on account of care and services furnished to
individuals;

(25) provide (A) that the State or local agency administering
such plan will take all reasonable measures to ascertain the legal
liability of third parties to pay for care and services (available
under the plan) arising out of injury, disease, or disability, (B)
thlt , where the State or local agency knows that a third party has
such a legal liability such agency will treat such legal liability as
a resource of the in'lividual on whose behalf the care and services
are m-mde available for purposes of paragraph (17) (B), and (C)
that in any case where such a legal liability is found to exist after

uiledical assistance has been made available on behalf of the in-
dividual, the State or local agency will seek reimbursement for
such assistance to the extent of such legal liability;

1 Paragraph (23) nas amended by Public Law 94-49. It was further amended by sec.
2,'0 (2) of P.L. 95-210 effective as specified In sec. 2(f) which in printed in this document
on p. 803.
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(26) effective July 1, 1969, provide (A) for a regular program
of medical review (including medical evaluation) of each pa-
tient's need for skilled nursing facility care or (in the case of in-
dividuals who are eligible therefor under the State plan) nieed
for care in a mental hospital, a written plan of care, and, where
applicable, a plan of rehabilitation prior to admission to a skilled
nursing facility; (B) for periodic inspections to be made in all
skilled nursing facilities and mental institutions (if the State
plan includes care in such institutions) within the State by one
or more medical review teams (composed of physicians and other
appropriate health and social service personnel, or, in the case of
skilled nursing facilities, composed of physicians or registered
nurses and other appropriate health and social service personnel)
of (i) the care being provided in such nursing facilities (and
mental institutions, if care therein is provided under the State
plan) to persons receiving assistance under the State plan, (ii)
with respect to each of the patients receiving such care, the ade-
quacy of the services available in particular nursing facilities (or
institutions) to meet the current health needs and promote the
maximum physical well-Ir. -",f (if patients receiving care in such
facilities (or institutions (iii the necessity and desirability of
the continued placement of stch patients in such nursing facili-
ties (or institutions), and (iv) the feasibility of meeting their
health care needs through alternative institutional or noninstitu-
tional services; and (C) for the making by such team or teams of
full and complete reports of the findings resulting from such
inspections together with any recommendations to the State agency
administering or supervising the administration of the State
plan;'

(27) provide for agreements with every person or institution
providing services under the State plan under which such person
or institution agrees (A) to keep such records as are necessary
fully to disclose the extent of the services provided to individuals
receiving assistance under the State plan, and (B) to furnish the
State agency or the Secretary with such information, regarding
any payments claimed by such person or institution for providing
services under the State plan, as the State agency or the Secretary
may from time to time request; 2

(28) provide that any skilled nursing facility receiving pay-
ments under such plan must satisfy all of the requirements con-
tained in section 1861(j), except that the exclusion contained
therein with respect to institutions which are primarily for the

S 1 Paragraph (26) was amended by see. 20(b) Of P.L. 95-142.
2 Paragraph (27) was amended by see. 9 of P.L. 95-142.
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care and treatment nf mental diseases and tuberculosis shall not
apply for piorposes of this title;

(29) include a State program which meets the requirements
set forth in section 1908, for the licensing of administrators of
nur11sinig hImies:

(30) provide such methods and procedures relating to the utili-
zation of, anid the paviwent for, care and services available under
the plan (including but not limited to utilization review plans as
provided for in section 1903(i) (4) ) as may be necessary to safe-
guard against unnecessary utilization of such care and services
and to assure that, payments (including paymenits for ally drugs
provided under the plan) are not in excess of reasonable charges
consistent with eliciecicy, economy. and quality of care;

(31) provide (A) for a regular program of independent pro-
fessional review (including medical evaluation of each patients
need for intermediate care) anid a written plan of service prior
to admissiomI or authork1-ation of benefits in an intermediate care
facility as determined inder regulations of the Secretary; (B)
for periodic on-site inspections to be made in all such intermedi-
ate care facilities (if the State plan includes care in such in-
stitutions) within the State by one or more independent profes-
sional review I.eams (composed of physicians or registered nurses
and other appropriate health and social service personnel) of (i)
the care being provided in such intermediate care facilities to per-
SOJIS receivi'u.f assistance tider the State plan, (ii) with respect to

each of the patielltS receiving such care. the adequacy of the serv-
ices available ill particular intermediate care facilities to mneet
the culrr'int health needs and promote the maximum physical well-
being of patients receiving care in such facilities, (iii) the neces-
sity anid desirability of the continued placement of such patients
ill such facilities, and (iv) the feasibility of meeting their health
Care Deeds through alternative institutional or non-institutional
services; anid (C) for the makinig by such team or teams of full
and conmpiete reports of the findings resulting from such inspec-
tions. to(retlher with any recommnendations to the State agency
admlinisterinlg or supervising the administration of the State plan;

(32) provide that, no pay"menit under the plan for any care or
service provided to an individual shall be made to anyone other
than such individual or the person or institution providing such
care or service, under an assignment or power of attorney or
otherwise; except that--

(A) in the case of any care or service provided by a phy-
sician, dentist, or other individual practitioner, such payment
may be mire (i) to the employer of such physician, dentist,
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or other practitioner if such physician, dentist, or practitioner
is reluired as a condition of his employment to turn over his
fee for such care or service to his employer, or (ih) wheree
the care or service was provided in a hospital. clinic. or other
facility) to the facility in which the care or .,rvice was pro-
vided if there is a contractual arrangemlnnI(JIt. bet ween .:-uch

physician, dentist, or practitioner and suchl facility iatider
which such facility submits the bill for such care or :ervice;
and

(B) nothing in this paragraph shall be construed (i) to
prevent the making of such a payment, in accordance with
an assignment from the person or institution providing the
care or service involved if such assignment is made to a gov-
ernmental agency or entity or is establi.,shed by or pursuant
to the order of a court of comnipetent. jurisdiction, or- (ii) to
preclude an agent. of such person or iist it ution from reeiving
any such payment. if (but. only if) such ageit dloes so pur.•slalt
to an agency agreement, under which the compensation to
be paid to the agent for his services for or in connection with
the billing or collection of payments due such peron or iinsti-
tution under the plan is unrelated (directly or indirectly)
to the amount of such payments or the billings tlhremfor. and

Wis not dependent upon the actual collection of any such
paymeltlt

(33) provide-
(A) that the State health agency, or other appropriate

State medical agency. shall be responsible for establishing a
plan, consistent with regulations prescribed by the Secre-
tary, for the review by appropriate professional health
personnel of the appropriateness and quality of care and
services furnished to recipients of medical assistance under
the plan in order to provide guidance with respect thereto
in the administration of the plan to the State agency estab-
lished or designated pursuant to paragraph (5) and, where
applicable, to the State agency described in the !pemltimate
sentence of this subsection; and

(B) that the State or local agency utilized by the Secretary
for the purpose specified in the first sentence of section
1864(a), or, if such agency is not the State agency which is
responsible for licensing health institutions, the State agencyresponsible for such licensing, will perform for the State
agency administering or supervising the administration of
the plan approved under this title the function of determin-

4 £ Paragraph (32) was amended by see. 2(a) (3) of P.L. 95-142.
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ing whether institutions and agencies meet the requirements
for participation in the program under such plan;

(34) provide that in the case of any individual who has been
determined to be eligible for medical assistance under the plan.
such assistance will be made available to him for care and services
included under the plan and furnished in or after the third month
before the month in which he made application (or application
was made on his behalf in the case of a deceased individual) for
such assistance if such individual was (or upon application would
have been) eligible for such assistance at the time such care and
services were furnished;

(35) provide that aiyv intermediate care facility receiving pay-
inviits uIIdh.r such plan (c)l0i)lies with the reItljiiiieiint• of sec-
t ioji 11241:

(36) provide tiht within 90 days following the coiuipletion of
each survey of any health care facility, laboratory, agency, clinic,
or organization, by the appropriate State agency described in
paragraph (9). such agency shall (in accordance with regulations
of the Secretary) inake public in readily available form and place
the pertinent findings of each such survey relating to the com-
pliance of each such health care facility. laboratory, clinic, agency,
or or(raiization with (.A) the statutory conditions of participation
imposed under this title, and (B) the major additional conditions
which the Secretary finds necessary in the interest of health and
safety of individuals who are furnished care or services by any
such facility, lalmatory. c'linlic• agency, or organizations

(37) ljr,,vide for clainis j-aiviniet procedures which (A) ensure
thlt !)o jlcr cintiimi of clainius for lmaymiieit. (for whicll no further
Writ te in f,,iitiou or silbstalitiati 1 is re1juiired in order to make
lyluienlt ) iuia(le for .'rvirces coveredl undiher tlie plan anid furnished

lI)v heCall care lir' it jouiS ts lirollghl individulal Olr group l)rac'tices
or tlrogfrli shared health facilities are paid withiin 30 (lays of the
(Laie of receipt of such clainlis and tlat 99) per cenltunti of such
'lairis arc paid wit liu1 :90 days of tie, date of receipt of suich claims.

and t B) provide for j)roce(hures of prepaymnvit anid post payuiieuit
claims review. ilicluding review of appropriate data with respect
to tile recipient and pr'ovider of a. service and tie Iature of tile
service for which pavuuunt is claimed, to eiisure the proper and
eflicieut l)ayneiat of clainus and n•iuageineiit of tle program.

(38) require tlit an entity (ol her tian all individual practi-
tioner or a group of practitioners) tliat furnishes, or arranges for
the furnishiing of. items or services under the plan. shall supply

I Paragraph (35) was amended by see. 3(c) (1) (A) of P.L. 95-142.
2 Paragraph (37) was added by sec. 2(b) of P.L. .5-142.
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(within such period as may be specified in regulations by the
Secretary or by tile single State agency wlnlch adnmiimi.ters or
supervises tile admlinist'ration of flt,c plan) tipotn re(lue-4 SlC~ifi-

cally a(hlre.-.-,ed to such e(lt itby l tle SecretaiV or s1ich State
ageIjCV, re'Sl)ectiw l v. (A.) full alld( complete illforlillation as to the
,VI'Iert I'Sip of a mIub' Iit rat'I or( as defined I)y t ite secretary in rI'gil-
hittiomlls) withI wlioiil :-lcli eiltitv has h:4ad, (ilirilg the l-levious
t welhe lllitils. I)IIsill..,- t Ia i.-acti'lu.i in -ll :imrlrjttra' te( -lloull it ill ex-

cel.s of $25."t ,l aiiol ( B) fill1 alld complete information as to anv
sigiiifi'ailIt !,'isim-.is tram.ýactiotns (as de-fiiled by tie ,'ret S ar in0
re~giilat i(Jli- . ocurrillg drilng t li five-year period elelilg oil t lite
dlate of suclil r'qlltt:.'. I ,tel\\ee Sllt'Il entity anld anly wlbolly owned
StilpI)] itcr or1f ict Ieen Slu('h fIlt it v a IIt any subt•olt ractor.1

(3:9) plromvihthat. sllject to sitlsect iot (g). wI iei'er tlie sillgle
State ;igewy \ili'hI a~lillii istvirS or sillperv'iscs t hl adillinist rat ion
of tili State plan is iottified by tblie SecretaryV Ihr >vvt'ion 1,S62
(e) (2) (A) t hat a pliy.-i'iaii or other illdi'idual )ract it ioner hlas
Ieeui :-ispct'itcd froii lriciat ion ill tlhi jlrt)rgraln liler title
XVIII. tile agency shall promptly susmend sucl i pliysician or
practitioner fromll particil ptionl in tie : plan for not less titan thle
pj-riol .•pecili'tl in .iwll ot iet,, and no paviymiit may bie iade, uider
tile lalan witil respect to ally item or 'er'ice fi,'risliied bvy Such
pll.i'cian or jIractitionter duliting the period of tlie suspension
under this title; 2

40i) re Iuire each Iicalt II services facility o(r org.I Iization which
r,'eeives PINavidits under the plan and of a type for wlvicll a uni-
formlll re-pjortihlg system ha.-ts been established under .-ect ion 1121 (a)
to Illake reports to the Secretary of informal ion (le:cril)ed in such
sect ion iii accorhdalice with the uniform reporting system ((.stab-
lislied under siueh section) for that type of facility or
organization; and 3

(41) provide that whenever a provider of services or any
other person is terminated, suspended, or otherwise sanctioned
or prohibited from participating under the State plan, the State
agency shall promptly notify the Secretary of such action.'

Notwithstanding paragraph (5), if on January 1, 1965. and on the
date on which a State submits its plan for approval under this title,
the State agency which administered or supervised the administration
of the plan of such State approved under title X (or title XVI. insofar
as it relates to the blind) was different from the State agency which
administered or supervised the administration of th.e Siate plan ap-
proved under title I (or title XVI, insofar as it relates to the aged),. Par. (38) was added by sec. 3(c) (1) (D) of P.L.95-142.

& Par. (39) was added by see. 7(b) of P.L. 95-142.
3 Par. (40) was added by see. 19(b) (2) of P.L. 95-142.
4 Par. (41) was added by see. 308 of P.L. 96-272.
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the State agency which administered or supervised the administration
of such plan approved under title X (or title XVI, insofar as it re-
lates to the blind) may be designated to administer or supervise the
administration of the portion of the State plan for medical assistance
which relates to blind individuals and a different State agency, may
be established or designated to administer or supervise the admninistra-
tion of the rest of the State plan for medical assistance; and in such
case the. part of the plan which each such agency administers, or the
administration of which each such agency supervises, shall be regarded
as a separate plan for purposes of this title (except for purposes of
paragraph (10)). For purposes of paragraphs (9) (A). (29). (31),
and (33). and of sect ion 1903 (i) (4). the term "skilled nursing facility"
and "nursing home" do not include a Christian Science sanatorium
operated. or listed and certified, by the First Church of Christ.
Scientist, Boston. Massachusetts.

For piirl)oses of paragraph (10) any individual who. for the month
of August 1972. was eligible for or receiving aid or assistance under a
State plan approved under title I, X., XIV. or XVI. or part A of title
IV and who for suclh month wns entitled to monthly insurance benefits
under title II shall for purposes of this title only be deemed to be elig-
ible for financial aid or assistance for any month thereafter if such
individual would have been eligible for financial aid or assistance for
such month liad the increase in monthly insurance benefits under title
II resulting from enactment of Public Law 92-336 not been applicable
to such individual.'

Tle requiremitenit of clause (A) of paragraph (37) with respect to
a State plan may be waived by the Secretary if lie finds that the State
hIas exercised grot)( faith in trviiig to nicet such requirement.2

(b) h'lle Secretary slhall approve any plan whi,'li fulfills the condi-
tions specified ill sil'section (a) of this section. except that he shall
not. a~plrove anIy lIan which imIposes as a condition for eligibility for
medical assistance under tlle planI--

(1) a1 :ge reqluiremelnt of more than 65 years: or
(2) effective July 1. 1967. any age requiremeIt which excludes

any inIlivi•lndi wlh lias niot attained the age of 21 and i. or would,
except for the provisions of section 406(a) (2). be a dependent
child under part A of subchapter IV of this chapter: or

(3) any residence requirement which excludes any individual
who resides in thei State; or

(4) any citizenshipj requirement which excludes any citizen of
the U nited States.

(c) Notwithlstanding sulbsection (b). thw Secretary shall not ap-
prove any State plan for medical assistance if lie determines that the

'This sentence was added by Public Law 94-48.
2This sentence was added by see. 2(b) (1) (D) of P.L. 95-142.
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approval and operation of the plait will result in a reduction in aid or
Assistance in the form of money payments (other than so much, if any,

of the aid or assistai.e in such form as was, immediately prior to the
effective date of the State plan under this title. attributable to medical



Revised April 1978

needs) provided for eligible individuals under a plan of such State
approved under title I, X, XIV, or XVI, or part A of title IV.

(d) [Repealed].
(e) Notwithstanding any other provision of this title, effective

January 1, 1974, each State plan approved under this title must pro-
vide that each family which was receiving aid pursuant to a plan of
the State approved under part A of title IV in at least 3 of the 6
months immediately preceding the month in which such family became
ineligible for such aid because of increased hours of, or increased in-
come from, employment, shall, while a member of such family is em-
ployed, remain eligible for assistance under the plan approved under
this title (as though the family was receiving aid under the plan ap-
proved under part A of title IV) for 4 calendar months beginning with
the month in which such family became ineligible for aid under the
plan approved under part A of title IV because cf income and resources
or hours of work limitations contained in such plan.

(f) Notwithstanding any other provision of this title, except as
provided in subsection (e), no State not eligible to participate in the
State plan program established under title XVI shall be required to
provide medical assistance to any aged, blind, or disabled individual
(within the meaning of title XVI) for any month unless such State
would be (or would have been) required to provide medical assist-

* ance to such individual for such month had its plan for medical assist-
ance approved under this title and in effect on January 1, 1972, been
in effect in such month, except that for this purpose any such individ-
ual shall be deemed eligible for medical assistance under such State
plan if (in addition to meeting such other requirements as are or may
be imposed under the State plan) the income of any such individual
as determined in accordance with section 1903(f) (after deducting
any supplemental security income payment and State supplementary
payment made with respect to such individual and incurred expenses
for medical care as recognized under State law) is not in excess of the
standard for medical assistance established under the State plan as in
effect on January 1, 1972. In States which provide medical assistance
to individuals pursuant to clause (10) (C) of subsection (a) of this
section, an individual who is eligible for medical assistance by reason
of the requirements of this section concerning the deduction of incurred
medical expenses from income shall be considered an individual eligi-
ble for r~edical assistance under clause (10) (A) of that subsection if
that individual is, or is eligible to be (1) an individual with respect to
whom there is payable a State supplementary payment on the basis
of which similarly situated individuals are eligible to receive medical

* assistance equal in amount, duration, and scope to that provided to
individuals eligible under clause (10) (A), or (2) an eligible individ-
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ual or eligible spouse, as defined in title XVI, with respect to whom
supplemental security income benefits are payable; otherwise that indi-
vidual shall be considered to be an individual eligible for medical
assistance under clause (10) (C) of that subsection. In States which do
not provide medical assistance to individuals pursuant to clause (10)
(C) of that, subsection, an individual who is eligible for medical
assistance by reason of the requirements of this section concerning the
deduction of incurred medical expenses from income shall be con-
sidered an individual eligible for medical assistance under clause
(10) (A) of that subsection.

(g) The Secretary may waive suspension under subsection (a) (39)
of a l)1hsician's or practitioner's participation in a State plan
approved under this title and of the prohibition under such subsection
of payment for any item or service furnished by him during the period
of such suspension, if the single State agency which administers or
supervises the administration of the plan submits a request to the
Secretary for such waiver and if the Secretary approves such request.1

Payment to States

See. 1903. (a) From the sums appropriated therefor, the Secretary
(except as otherwi:.e provided in this section) shall pay to each State

whNichl has a plan approved under this title, for each quarter, begin-
ning with the quarter comimnencing January 1, 1966

(1) an amount equal to the Federal medical assistance per-
centage (as defined in section 1905(b), subject to subsections (g)
and (h) of this section) of the total amount expended during
such quarter as medical assistance under the State plan (including
expenditures for premiums under part B of title XVIII, for
individuals who are eligible for medical assistance under the
plan and (A) are receiving aid or assistance under any plan of
the State approved under title I, X, XIV, or XVI, or part A of
title IV, or with respect to whom supplemental security income
benefits are being paid under title XVI, or (B) with respect to
whom there is being paid a State supplementary payment and
are eligible for medical assistance equal in amount, duration, and
scope to the medical assistance made available to individuals de-
scribed in section 190,2(a) (10) (A), and, except in the case of
individuals sixty-five years of age or older and disabled individ-
uials entitled to hospital insurance benefits under title XVIII or
who are not enrolled under part B of title XVIII, other insur-
ance premniums for medical or any other type of remedial care or
the cost thereof) ; plus

1 Subsection (g) was added by section 111 of Public Law 94-182 and repealed by Public
Law 94-552. A new subsection (g) was added by see. 7(c) of Public Law 95-142.
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(2) an amount equal to 75 per centum of so much of the stuns
expended during such quarter (as found necessary by the Secre-
tary for the proper and efficient administration of the State plan)
as are attributable to compensation or training of skilled pro-
fessional medical personnel, and staff directly supporting such
personnel of the State agency or any other public agency; plus

(3) an amount equal to-
(A) (i) 90 per centum of so much of the sums expended

(luring such quarter as are attributable to the design, develop-
iiient, or installation of such mechanized claims processing
and information retrieval systems as the Secretary determines
are likely to provide more efficient, economical, and effective
administration of the plan and to be compatible with the
claims processing and information retrieval systems utilized
in the adlministration of title XVIII, including the State's
share of the cost of installing such a system to be used jointly
in the administration of such State's plan and the plan of
any other State approved under this title, and

(ii) 90 per centumn of so much of the sunis expended during
any such quarter in the fiscal year ending June 30, 19792, or
the fiscal year ending June 30, 1973, as are attributable to
the design, development, or installation of cost determination
systems for State-owned general hospitals (except that the
total amount paid to all States under this clause for either
such fiscal year shall not exceed $150.000). and

(B) 75 per centum of so much of the sums expended dur-
ing such quarter as are attributable to the operation of sys-
tems (whether such systems are operated directly by the
State or by another person under a contract with the State)
of the type desci ibed in subparagraph (A) (i) (whether or
not designed, developed, or installed with assistance tnder
such subparagraph) which are approved by the Secretary
and which include provision for prompt written notice to
each individual who is furnished -ervices covered by the plan,
or to each individual in a .aifple group of individuals who
are furnished such .ervices, of the specific services (other than
confidential services) so coveredd , the name of the person
or persons furnishing the services, the date or dates on which
the services were furnished, and the amount of the payment
or payments made und&i, the plan on account of the services;
plus 1

(4) an amount equal to 100 per centum of the sums expended
with respect to costs incurred during such quarter (as found neces-

I Subparagraph (B) was amended by see. 10 of P.L. 95-142.
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sary by the Secretary for the proper and efficient administration
of the State plan) which are attributable to compensation or
training of personnel (of the State agency or any other public
agency) responsible for inspecting public or private institutions
(or portions thereof) providing long-term care to recipients of
medical assistance to determine whether such institutions comply
with health or safety standards applicable to such institutions
under this Act; plus 1

(5) an amount equal to 90 per centum of the sums expended
during such quarter which are attributable to the offering, ar-
ranging, and furnishing (directly or on a contract basis) of
famiily plaiming services and supplies;

(6) subject to subsection (b) (3), an amount equal to 90 per
.entuin of the sums expended during each quarter beginning on
or after October 1, 1977, and ending before October 1. 1980. with
respect to costs incurred during such quarter (as found nece.-sary
by the Secretary for the elimination of fraud in the provision and
administration of medical assistance provided under the State
plan) which are attributable to the establishment and operation
of (including the training of personnel employed by) a State
medicaid fraud cintrol unit (described in subsection (q)) ; plus 2

(7) an amount equal to 50 per centuin of the remainder of the
amounts expended during such quarter as found necessary by the
Secretary for tie proper and efficient administration of the State
plan.2

(1)) (1) Not wit hst:udiiig the preceding provisions of this section. the
amount determined under subsection (a) (1) for any State for any
quarter beginning after December 31, 1969, shall not take into ac-
count any aniounts expended as medical assistance with respect to
individuals aged 65 or over and disabled individuals entitled to hos-
pital insurance benefits under title XVIII which would not have been
so expended if the individuals involved liad been enrolled in the
insurance program established by part B of title XVIII, other than
amounts expended under provisions of the plan of such State required
by section 1902(a) (34).

(2) For limitation on Federal participation for capital expenditures
which are out of conformity with a comprehensive plan of a State or
areawide planning agency, see section 1122.

(3) The amount of funds which the Secretary is otherwise obli-
gated to pay a State during a quarter under subsection (a) (6) may
not exceed the higher of-

' Paragraph (4) in effective only through September 30. 1980 as provided by see. 249B
of P.L. 92- 603. as amended by set. 8 of P.L. 93-368 and wec. 309(b) of P.L. 95-83.

2 Paragraph 16) was added (and the former paragraph (6) was redesignated as para-
graph (7)) by sec. 17(a) of P.L. 95-142. See also sec. 17(e) which is printed in this
document on p. 799.
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(A) $12.5,000, or
0 (B) one-quarter of 1 per centum of the .-wris expended by the

Federal, State. aiid local goveriiienit. during thle previous quarter
in carrying out the State's plan urder this title.'

(c) [Repealed.]
(d) (1) Prior to the beginning of each quarter. the Secretary !-hall

estimate t he amount to which a State will lw entitled tidelhr s511 ý'C'tions
(a) and (bh) for such quarter. such estimates to he based on (A)a report filed Jy the State containilni its cstlillate of tile total sl(l

to be expeji(led in such quarter in accorldalae with the provisiolis of
such subseetionls, anld slating the amount alppropriated or mnade avail-
able by the State and its political subdivisions for such expenldittiires
in such quairter, a(ii if such amount is less than the St.ate's pr'opor-
tionate share of the total sum of such estimated expenditures. the
source or sources frolut which the dilt'erelu.e is exl)ec-ted to be derived.
and (I1) such other investigation as the Secretary may find necessary.

(2) The Secretary shall then pay to the State, in suc'h1 inistallmenits
as he May deterniiite, the au•omints so estimated. redltivedl or ini'rqased
to the extent of a-Ily overpayuezit o m" underpayment which the Secre-
tary determiiies was umade under this ,-e-tioi to such State fo. anly
prior quarter '1i1 with revspect to which adjustiuicit has iiot already

Seen made muder this subsection. lxpe•nlitu ies for- which payments
were made to the State under subsection (a) shall he treated as an
overpayment to t lie extent that the State or local agency :idiuiiisteriuii
such plan has beeni teirmburisd for such expelndilt Ii-es by a thir d larty
pursuant to the provisiomS of its plan in comjlliamce with section
1902(a)(25).

(3) The pro rata slare to which the -ii•ite. States is equit:ly)v
entitled, as determined by the Secretary. of the net amount recovered
during aniy quarter iby the State or amy p)olitical subdivision thei'cof
with respect to medical assistance furnished midler tile State plaln
shall be considered an overpayment to be adjusted under this
subsection.

(4) Upon the making of an estimate by the Secretary under this
subsection, any approplriations available for payvwuts uidetr this sec-
tion shall be deemed obligated.

(e) [Repealed.]
(f) (1) (A) Except as provided in paragraph (4), payment under

the preceding provisions of this section shall not be made with respect
to any amount expended as medical assistance in a calendar quarter,
in any State, for any member of a family the annual incol'le of which
exceeds the applicable income limitation (letermlined under this
paragraph.

1 Paragraph (8) war added by see. 17(b) of P.L. 95-142.
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(B) (i) Except as provided in clause (ii) of this subparagraph, the
applicable income limitation with respect to any family is the amount
determined, in accord'ince with standards prescribed by the Secre-
tary, to be equlivalentt to 1331,'1 percent of the highest amount which
would ordinarily be paid to a family of tie same size without. any ir&-
come or resources, iii the form of money payments, under the plan
of tile State approved umder part A of title IV of this Act.

(ii) If the Secretary finds that the operation of a uniform maxi-
mum limits payinents to families of more than one size, lie il.ay adjust
the amount. otherwise determinied umder clause (i) to take account of
families of different sizes.

(C) Tl'he total amount of any applical)Ie income limitation dleter-
mined mith, r stib [aragral)h ( 1) slall, if it is not a iniltil)le of $100
or such other amount as the Secretary may prescribe, be rounded to
the next. higher multiple of $100 or such other amount, as the case
may be.

(2) In conmpIt ing a, family's income for purposes of paragraph (1)
therc slhall be excluhded any costs ( whether in tie form of insurance
i)eitillls or otliherwise) incurred by 3 uch famiilv for mintdical care or
for any other I-vle of reme(lial care recognized inder State law.

(3) For purpoSeS of p)aragraphl (1) (B). in the case of a family
colsisting c(f (m1ly (1. iIi(livid%(ial. the highestt ammiint which would il
ordinmariiv ble paid" to s'uch family umder the States ,plan approved
tinler part k of title IN' of this Act shall be tile ,miommnt determined
l)v tei State :gcy (on tle lasis of reasonable rIelationlsiip to thle
aitloits lanyaide tnih.," suich pl an to families s cmsistijig of two or
111o0'1 1te'1so1is) to le the aniotiiit of tle aid which wolild ordinarily be
jnayable uh(ler such planl to a family withoutt anly income or re-
sorlceS) coIIsist ing of o01 person if such jdlan (without regard to
sectioi -i,1• 1w rovitled I for aid to such a famiily.

(I) "l'll limitations on payment imposed by the preceding provi-
siolis of this subsection slhall not apply with respect to a.iy amount
Cx1)emi(led by a State as medical assistance for any imdividual-

(A) wlho is r' giving aid or assistance under any plan of the
State approN-ei m•dler title I. X, XIV or XVI. or part A of title
IV. or with respect to whom sUipIlemelltal security income benefits
aie being paid under title XVI. or

(B) who is not receiving such aid or assistance, and with
respec-t to wlhoum such benefits are niot being paid, but (i) is eligible
to recci\'e si'ch aid or assistance, or to have such benefits paid
with respect to hkiin, or (ii) would be eligible to receive such aid
or assistance, or to have such benefits paid with respect to him if
he were not in a medical institution, or1 0
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(C) with respect to whom there. is being paid, or who is eligible,
or would be eligible if he were not in a medical institution, to
have paid with respect to him. a State supplementary payment
and is eligible for medical assistance eqj,.l in amount, duration,
and scope to the medical assistance inufle valuablele to individuals
described in section 1902(a) (10) (A). but only if the income of
such individual (as determined under section 1612, but without
regard to subsection (b) tlereof) does not exceed 300 percent
of the supplemental security income benefit rate established by
section 1611(b) (1),

at the time of the provision of the medical assistance giving rise to
sueh expendliture.

(g) (1) Subject to paragraph (3), with respect to amounts paid for
the following services furnished under the State plan after Jlune 30,
1973 (other than services furnished pursuant to a contract with a
health maintenance organization as defined in section 1876), the Fed-
eral medical assistance percentage shall be decreased as follows: After
an individual has received care as an inpatient in a ho.•pital includingg
an institution for tuberculosis), skilled nursing facility or inter-
mnediate care facility on 60 days, o,- in a hospital for mental diseases on
90 days (whether or not such days are consecutive), during any fiscal
year, which for purposes of this section means the four calendar qua'r-
ters endhig with June 30, the Federal medical assistance percentage
with respect to amounts pa d for any such care furnished thereafter
to suuch individual in the same fiscal year shall be decrea.-ed by a per
centarei thereof (determined under paragraph (5)) unless the State
agency responsible for the administration of the plan makes a showing
satisfactory to the Secretary that, with respect to each calendar quarter
for which the State submits a request for payment at the full Federal
medical assistance percentage for amounts paid for inpatient hbopital
services (including tuberculosis hospitals), skilled nurshig facility
services, or intermediate care facility services furnished beyond 60
days (or inpatient mental hospital services furn ished beyond 90 days),
there is in operation in the State an effective program of control over
utilization of such services; such a showing must include evidence
that,-

(A) in each case for which payment is made tinder the State
plan, a physician certifies at the time of admission, or, if later,
the time the individual applies for medical assistance under the
State plan (and recertifies, where such services are furnished over
a period of time, in such cases, at least every 60 days, and accom-
panieA by such supporting material, appropriate to the case in-

rib, volved, as may be provided in regulations of the Secretary), that

64-1-6 0 - 80 - 4.7
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such services are or were required to be given on an inpatient
basis because the individual needs or needed such services; and

(B) in each such case, such services were furnished under a
plan established and periodically reviewed and evaluated by a
physician;

(C) such State has in effect a continuous program of review of
utilization pursuant to section 1902(a) (30) whereby each admis-
sion is reviewed ur screened in accordance with criteria established
by medical and other professional persomnel who are not them-
selves directly responsible for the care of the patient involved,
and who do not have a significant financial interest in any such
institution and are not, except in the case of a hospital, employed
by the institution providing the care involved; and the informa-
tion developed from such review or screening, along with the data
obtained from prior reviews of the necessity for admission and
continued stay of patients by such professional personnel, shall
be used as the basis for establishing the size and composition of
the sample of admissions to be subject to review and evaluation
by such personnel, and any such sample may be of any size up to
100 per centum of all admissions and must be of sufficient size to
serve the purpose of (i) identifying the patterns of care being
provided and the changes occurring over time in such patterns
so that the need for modification may be ascertained, and (ii) sub-
jecting admissions to early or more extensive review where infor-
ination indicates that such consideration is warranted; and 1

(D) such State has an effective program of medical review of
the care of patients in mental hospitals& skilled nursing facilities,
and intermediate care facilities pursuant to section 1902(a) (26)
and (31) whereby the professional management of each case is re-
viewed and evaluated at least annually by independent profes-
sional review teams.

In determining the number of days on which an individual has re-
ceived services described in this subsection, there shall not be counted
any days with respect to which such individual is entitled to have
payments made (in whole or in part) on his behalf under section
1812.2

(2) The Secretary shall, as part of his validation procedures under
this subsection, conduct timely sample onsite surveys of private and
public institutions in which recipients of medical assistance may receive
care and services under a State plan approved under this title, and his
findings with respect to such surveys (as well as the showings of the

I Subparagph (C) was amended by section 110 of Public Law 94-182 effective April 1,
1976.

' Paragraph (1) was amended by sec. 20(a) (1) and (2) of P.L. 95-142. See also see. 6
of P.L. 95-59 which is printed in this document on p. 196 and see. 20(c) of P.L. 95-142
which Is printed In this document on p. 801.
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State agency required under this subsection) shall be made available
* for public inspection."

(3) (A) No reduction in the Federal medical assistance percentage
of a State otherwise required to be imposed under this subsection shall
take effect-

(i) if such reduction is due to the State's unsatisfactory or
invalid showing made with respect to a calendar quarter lx-gin-
ning before January 1. 1977;

(ii) before January 1, 1978;
(iii) unless a notice of such reduction has been provided to the

State at least 30 days before the (late such reduction takes effect; or
(iv) due to the State's unsatisfactory or invalid showing made

with respect to a calendar quarter be-ginning after September 30,
1977, unless notice of such reduction has been provided to the State
no later than the first day of the fourth calendar quarter following
the calendar quarter with respect to which such showing was
made.

(B) The Secretary shall waive application of any reduction in the
Federal medical assistance percentage of a State otherwise required
to be imposed ruider paragTaph (1) because a showing by the State,
made under such paragraph with respect to a calendar quarter ending
after January 1, 1977, and before October 1. 1977, is detelrnined to be
either unsatisfactory under such paragraph or invalid under para-
graph (2), if the Secretary determines that the State's showing made
under paragraph (1) with respect to the calendar quarter ending on
December 31, 1977, is satisfactory under such paragraph and is valid
under paragraph (2).2

(4) (A) The Secretary may not find the showing of a State. with
respect to a calendar quarter under paragraph (1), to be satisfactory
if the showing is submitted to the Secretary later than the 30th day
after the last day of the calendar quarter, unless the State demon-
strates to the satisfaction of the Secretary good cause for not meeting
such deadline.

(B) The Secretary shall find a showing of a State; with respect to
a calendar quarter under paragraph (1), to be satisfactory rinder such
paragraph with respect to the requirement that the State conduct
annual onsite inspections in mental hospitals, skilled nursing facili-
ties, and intermediate care facilities umder paragraph (26) and (31)
of section 1902(a), if the showing demonstrates that the State has
conducted such an onsite inspection during the 12-month period end-
ing on the last date of the calendar quarter-

I Paragraph (2) was amended by see. 20(a) (3) of P.L. 95-142.
s Paragraph (3), was added by see. 20(a) (4) of P.I 95-142 effective as specified In see.

20(c) which is printed in this document on p. 801.
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(i) in each of not less than 98 per centum of the number of such
hospitals and facilities requiring such inspection, and

(ii) in every such hospital or facility which has 200 or more
beds,

and that, with respect to such hospitals and facilities not inspected
within such period, the State has exercised good faith and due deli-
gence in attempting to conduct such inspection, or if the State dem-
onstrates to the satisfaction of the Secretary that it would have made
such a showing but for failings of a technical nature only.'

(5) In the case of a State's unsatisfactory or invalid .showing made
with respect to a type of facility or institutional -wrvices in a calendar
quarter, the per centum amount of the reduction of the State's Federal
medical assistance percentage for that type of s-rvices under para-
graph (1) is equal to 33'.i per centum multiplied by a fraction, the
denominator of which is equal to the total number of patients receiv-
ing that type of services in that quarter uider the State plan in facili-
ties or institutions for which a showing was re-quired to be made under
this subsection, and the numerator of which is equal to the number of
such patients receiving such type of services in that quarter in those
facilities or institutions for which a satisfactory and valid showing
was not made for that calendar quarter.'

16) The Secretary shall submit to Congress, not later than sixty
(lays after the end of such calendar quarter, a report on-

(A) his determination as to whether or not each showing,
made under paragraph (1) by a State with respect to the calendar
quarter, has been found to be -atisfactory under such paragraph;

(B) his review (through onsite surveys and otherwise) under
paragraph (2) of the validity of showings previously submitted
by a State; and

(C) any reduction in the Federal medical assistance percent-
age he has imposed on a State because of its submittal under para-
graph (1) of an unsatisfactory or invalid showing.,

(h) (1) If the Secretary determines for any calendar quarter begin-
ning after June'30, 1973, with respect to any State that there does not
exist a reasonable cost differential between the statewide average cost
of skilled nursing facility services and the statewide average cost of
intermediate care facility services in such State, the Secretary may
reduce the amount which would otherwise be considered as expendi-
tures under the State plan by any amount which in his judgment is
a reasonable equivalent of the difference between the amount of the
expenditures by such State for intermediate care facility services and

SParagraphs (4). (5). and (6) were added by sec. 20(a) (4) of P.L& 95-142 effective as
specified in sea 20(c) which is printed In this document on p. 801.
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the amount that would have been expended by such State for such
* services if there had been a reasonable .ost dilrerential Ibetween the

cost of skilled nursing facility services and the cost of intermediate
care facility services.

(2) In determining whether any such cost differential in any State
is reasonable the Secretary shall take into consideration the range of
such cost differentials in all States.

(3) For the purposes of this subsection, the term "cost differential"
for any State for any quarter means, as determined by the Secretary
on the basis of the data for the most recent calendar quarter for which
satisfactory data are available, the excess of-

(A) the average amount paid in such State (regardless of the
source of payment) per inpatient day for skilled nursing facility
services, over

(B) the average amount paid in such State (regardless of the
source of payment) per inpatient day for intermediate care facil-
ity services.

(4) For purposes of this subsection, the term "cost" shall mean
amounts reimbursable by the State under a State plan approved under
this title.

(i) Payment under the preceding provisions of this section shall
not be made-

(1) with respect to any amount paid for items or services
furnished under the plan after December 31, 1972, to the extent
that such amount exceeds the charge which would be determined
to be reasonable for such items or services under the fourth and
fifth sentences of section 1842(b) (3) ; or

(2) with respect to any amount paid for services furnished
under the plan after December 31, 1972, by a provider or other
person during any period of time, if payment may not be made
under title XVIII with respect to services furnished by such pro-
vider or person during such period of time solely by reason of a
determination by the Secretary under section 1862(d) ( 1 ) or under
clause (D), (E), or (F) of section 1866(b) (2), or by reason of
nonconipliance with a request made by the Secretary under clause
(C) (ii) of such section 1866(b) (2) or under section 1902(a) (38);
or '

(3) with respect to any amount expended for inpatient hospital
services furnished under the plan to the extent that such amount
exceeds the hospital's customary charges with respect to such
services or (if such services are furnished under the plan by a
public institution free of charge or at nomihial charges to the
public) exceeds an amount determined on the basis of those items

Paragraph (2) was amended by see. (3) (e) (2) of P.A 95-142.
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(specified in regulations prescribed by the Secretary) included in
the determination of such payment which the Secretary finds will
provide fair compensation to such institution for such services;
or

(4) with respect to any amount expended for care or services
furnished under the plan by a hospital or skilled nursing facility
unless such hospital or skilled nursing facility has in effect a utili-
zation review plan which meets the requirements imposed by sec-
tion 1861 (k) for purposes of title XVIII; and if such hospital or
skilled nursing facility has in effect such a utilization review plan
for purposes of title XVIII, such plan shall serve as the plan
required by this subsection (with the same standards and proce-
dures and the same review committee or group) as a condition of
payment wnder this title; the Secretary is authorized to waive
the requirements of this paragraph if the State agency demon-
strates to his satisfaction that it has in operation utilization re-
view procedures which are superior in their effectiveness to the
procedures required under section 1861(k).

(j) (1) Notwithstanding the preceding provisions of this section,
no payment shall be made to a State (except as provided under this
subsection) with respect to expenditures incurred by it for services pro-
vided by any institution during any period that an order for suspen-
sion of payment (as authorized by this subsection) is effective with
respect to such institution.

(2) The Secretary may issue a suspension of payment order with
respect to any institution if-

(A) such institution (i) does not (at the time such order is
issued) have in effect an agreement with the Secretary which is
entered into pursuant to section 1866; and (ii) did (prior to the
time such order is issued) have in effect such an agreement; and

(B) (i) The Secretary has been unable to collect (or make
satisfactory arrangement for the collection of) amounts due on
account of overpayments made to such institution under title
XVIII; or

(ii) the Secretary has been unable to obtain from such insti-
tution the data and information necessary to enable him to deter-
mine the amount (if any) of the overpayments made to such in-
stitution under title XVIII.

(3) Whenever the Secretary issues any order for suspension of
payment under this subsection with respect to any institution, he shall
submit a notice of such order to the single State agency (referred
to in section 1902 (a) (5)) of each State which he has reason to believe
does or may utilize the services of such institution in providing medi-
cal assistance under a plan approved under this title.
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(4) Any order for suspension of payment issued with respect to any
* institution under this subsection shall become effective, in the case of

any State plan approved under this title, on the 60th day after the date
the State agency (referred to in section 1902(a) (5)) administering or
supervising the administration of such plan receives notice of such
order submitted pursuant to paragraph (3). Any such order shall cease
to be effective at such time as the Secretary is satisfied that the insti-
tution is participating in substantial negotiations which seek to remedy
the conditions which gave rise to his order of suspension of payments.
or that the amounts (referred to in paragraph (2)) are no longer due
from such institution or that a satisfactory arrangement has been
made for the payment by such institution of any such amounts. Upon
the determination of the Secretary that any such order with respect
to any such institution shall cease to be effective, he shall forthwith
notify each State agency to which he has theretofore submitted notice
under paragraph (3) with respect to such institution.

(5) Wlhenever any order which has been issued by the Secretary
under the preceding provisions of this subsection with respect to an
institution ceases to be effective, any payment to which any State would
(except for the preceding provisions of this subsection) have been
entitled tinder this section on account of services provided by such
institution shall be made to such State for the month in which such. order ceases to be effective.

(k) The Secretary is authorized to provide at the request of any
State (and without cost to such State.) such technical and actuarial
assistance as may be necessary to assist such State to contract with any
health maintenance organization which meets the requirements of sec-
tion 1876 for the purpose of providing medical care and services to
individuals who are entitled to medical assistance under this title.

(i) [Repealed] I
(in) (1) (A) The term "health maintenance organization" mean a

legal entity which provides health services to individuals enrolled in
such organization and which-

(i) provides to its enrollees who are eligible for benefits under
this title the services and benefits described in paragraphs (1),
(2). (3). (4) (C). and (5) of section 1905. and, to the extent
required by section 1902(a) (13) (A) (ii) to be provided under a
State plan for medical assistance, the services and benefits de-
scribed in paragraph (7) of section 1905(at) ;

(ii) provides such services and benefits in the manner pre-
scribed in section 1301(b) of the Public Health Service Act
(except that, solely for purposes of this paragraph, the term "basic
health services" and references thereto, when employed in such
section, shall be deemed to refer to the services and benefits de-

'Subsection (1) added by section 111 of Public Law 94-182 and repealed by Public TAw
94-552.
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scribed in paragraphs (1), (2), (8), (4) (C). and (5) of section
1905(a), and. to the extent required by section 1902(a) (18) (A)
(ii) to be provided under a State plan for medical assistance, the
services and benefits described in paragraph (7) of section 1905
(a)) ;and

(iii) is organized and operated in the manner prescribed by
section 1301(c) of the Public Health Service Act (except that
solely for purposes of this paragraph. the term "basic health serv-
ices" and references thereto, when employed in such section shall
be deemed to refer to the services and benefits described in section
1905 (a) (1), (2), (3), (4) (C),and (5), and to the extent required
by section 1902(a) (13) (A) (ii) to be provided under a State plan
for medical assistance, the services and benefits described in para-
graph (7) of section 1905(a)).

(B) The duties and functions of the Secretary, insofar as they
involve making determinations as to whether an organization is a
health maintenance organization within the meaning of subparagraph
(A), shall be administered through the Assistant Secretary for Health
and in the Office of the Assistant Secretary for Health, and the admin-
istration of such duties and functions shall be integrated with the
administration of section 1312 (a) and (b) of the Public Health Serv-
ice Act.

(2) (A) Except as provided in subparagraphs (B) and (C), no
payment shall be made under this title to a State with respect to
expenditures incurred by it for payment (determined under a prepaid
capitation basis or under any other risk basis) for services provided
by any entity which is responsible for the provision of inpatient hos-
pital services and any other service described in paragraph (2), (3),
(4), (5), or (7) of section 1905(a) or for the provision of any three or
more of the services described in such paragraphs unless--

(i) the Secretary (or the State as authorized by paragraph
(3)) has determined that the entity is a health maintenance orga-
nization as defined in paragraph (1) ; and

(ii) less than one-half of the membership of the entity consists
of individuals who (I) are insured for benefits under part B of
title XVIII or for benefits under both parts A and B of such title,
or (II) are eligible to receive benefits under this title.'

(B) Subparagraph (A) does not apply with respect to payments
under this title to a State with respect to expenditures incurred by it
for payment for se vices provided by an entity which-

(i) (I) received a grant of at least $100,000 in the fiscal year
ending June 30, 1976, under section 319(d) (1) (A) or 330(d) (1)

1 Subparagraph (A) was amended by see. 105((a) (1) at P.L. 95-8S.
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of the Public Health Service Act, and (II) for the period begin-
fning July 1, 1976, and ending on the expiration of ahe period
for which payments are to be made under this title has been the
recipient of a grant under either such section; and

(II) provides to its enrollees, on a prepaid capitation risk
basis or on any other risk basis, all of the services and benefits
described in paragraphs (1), (2), (3), (4) (C). and (5) of section
1905(a) and, to the extent required by section 1902(a) (13) (A)
(ii) to be provided under a State plan for medical assistance, the
services and benefits described in paragraph (7) of such section;
or

(ii) is a nonprofit primary health care entity located in a rural
area (as defined by the Appalachian Regional Commission)-

(I) which received in the fiscal year ending June 30, 1976,
at least $100,000 (by grant, subgrant, or subcontract) under
the Appalachian Regional Development Act of 1965. and

(II) for thie period beginning July 1, 1976. and ending on
the expiration of the period for which payments are to be
made under this title either has been the recipient of a grant,
subgrant, or subcontract under such Act or has provided serv-
ices under a contract (initially entered into during a year in
which the entity was the recipient of such a grant, subgrant,
or subcontract) with a State agency under this title on a pre-
paid capitation risk basis or on any other risk basis; or

(iii) which has contracted with the single State agency for the
provision of services (but not including inpatient hospital serv-
ices) to persons eligible under this title on a prepaid risk basis
prior to 1970.

(C) Subparagraph (A) (ii) shall not apply with respect to
payments under this title to a State with respect to expenditures
incurred by it for payment for services by an entity during the
three-year period beginning on the date of enactment of this
subsection or beginning on the date the entity qualifies as a health
maintenance organization (as determined by the Secretary),
whichever occurs later, but only if the entity demonstrates to the
satisfaction of the Secretary by the submission of plans for each
year of such three-year period that it is making continuous efforts
and progress toward achieving compliance with subparagraph
(A) (ii).'

(3) A State may, in the case of an entity which has submitted an
application to the Secretary for determination that it is a health main-
tenance organization within the meaning of paragraph (1) and for. "Subpar. (C) was amended by sea. 105(a) (2) of P.L 95-83 and by sec. 128 of P.L.
96-79.
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which no such determination has been made within 90 days of the

submission of the application, make a provisional determination for
the purposes of this title that such entity is such a health maintenance
organization. Such provisional determination shall remain in force
until such time as the Secretary makes a determination regarding the
entity's qualification rader paragraph (1).1

(n) The State agency may refuse to enter into any contract or
agreement with a hospital, nursing home, or other institution, organi-
zation, or agency for purposes of participation under the State plan,
or otherwise to approve an institution, organization, or agency for
such purposes, if any person, who has a direct or indirect ownership
or control interest of 5 percent or more in such institution, organiza-
tion, or agency, or who is an officer, director, agent, or managing
employee (as defined in section 1126(b)) of such institution, organi-
zation, or agency, is a person described in section 1126(a) (whether
or not such institution, organization, or agency has in effect an agree-
ment entered into with the Secretary pursuant to section 1866 or is
subject to a suspension of payment order issued under subsection (j)
of this section); and, notwithstanding any other provision of this
section, the State agency may terminate any such contract, agree-
ment, or approval if it determines that the institution, organization,
or agency did not fully and accurately make any disclosure required
of it by section 1126(a) at the time such contract or agreement was
entered into or such approval was given.'

(o) Notwithstanding the preceding provisions of this section, no
payment shall be made to a State under the preceding provisions of
this section for expenditures for medical assistance provided for an
individual under its State plan approved under this title to the extent
that a private insurer (as defined by the Secretary by regulation)
would have been obligated to provide such assistance but for a provi-
sion of its insurance contract which has the effect of limiting or exclud-
ing such obligation because the individual is eligible for or is provided
medical assistance under the plan.8

(p) (1) When a political subdivision of a State makes, for the
State of which it is a political subdivision, or one State makes, for
another State, the enforcement and collection of rights of support or
payment assigned under section 1912, pursuant to a cooperative
arrangement under such section (either within or outside of such
State), there shall be paid to such political subdivision or such other
State from amounts which would otherwise represent the Federal
share of payments for medical assistance provided to the eligible
individuals on whose behalf such enforcement and collection was made,
an amount equal to 15 percent of any amount collected which is attrib-
utable to such rights of support or payment.

'subsection (a) was added by section 202 of P.L. 96.40.
2 Subsection (a) was added by se. 8(c) of P.U 95-141
' Subsection (I) was added by ae. 11 (a) at P.&L 95-141
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(2) Where more than one jurisdiction is involved in such enforce-
ment or collection, the amount of the incentive payment deterinied
under paragraph (1) shall be allocated among the jurisdictions in a
manner to be prescribed by the Secretary.'

(q) For the purposes of this section, the term "bState medicaid
fraud control unit" means a single identifiable entity of the State gov-
ernment which the Secretary certifies (and annually recertifies) its
meeting the following requirements:

(1) The entity (A) is a unit of the office of the State Attorney
General or of another department of State government which pos-
sesses statewide authority to prosecute individuals for criminal
violations, (B) is in a State the constitution of which does not
provide for the criminal prosecution of individuals by a statewide
authority and has formal procedures, approved by the Secretary,
that (i) assure its referral of suspected criminal violations relat-
ing to the program under this title to the appropriate authority
or authorities in the State for prosecution and (ii) assure its
assistance of, and coordination with, such authority or authorities
in such prosecutions, or (C) has a formal working relationship
with the office of the State Attorney General and has formal pro-
cedures (including procedures for its referral of suspected crim-
inal violations to such office) which are approved by the Secretary
and which provide effective coordination of activities between the
entity and such office with respect to the detection, investigation,
and prosecution of suspected criminal violations relating to the
program under this title.

(2) The entity is separate and distinct from the single State
agency that administers or supervises the administration of the
State plan under this title.

(3) The entity's function is conducting a statewide program for
the investigation and prosecution of violations of all applicable
State laws regardhig any and all aspects of fraud in connection
with any aspect of the provision of medical assistance and the
activities of providers of such assistance under the State plan
under this title.

(4) The entity has procedures for reviewing complaints of the
abuse and neglect of patients of health care facilities which receive
payments under the State plan under this title, and, where appro-
priate, for acting upon such complaints under the criminal laws
of the State or for referring them to other State agencies for
action.

(5) The entity provides for the collection, or referral for collec-
tion to a single State agency, of overpayments that are made under

S Subsection (P) was added by see 11 (a) of P.L. 95-142.
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the State plan to health care facilities and that are discovered by
the entity in carrying out its activities.

(6) The entity employs such auditors, attorneys, investigators,
and other necessary personnel and is organized in such a manner
as is necessary to promote the effective and efficient conduct of the
entity's activities.

(7) The entity submits to the Secretary an application and
annual reports containing such information as the Secretary
determines, by regulation, to be necessary to determine whether
the entity meets the other requirements of this subsection.'

(r) (1) (A) In order to receive payments under paragraphs (2) and
(7) of subsection (a) without being subject to per centunm reductions
set forth in subparagraph (C) of this paragraph, a State must provide
that mechanized claims proesing and information retrieval systems
of the type described in subsection (a) (3) (B) and detailed in an ad-
vance planning document approved by the Secretary are operational oil
or before the deadline established under subparagraph (B).

(B) The deadline for operation of such systems for a State is the
earlier of (i) September 3,1982, or (ii) the last day of the sixth month
following the date specified for operation of such systems in the
State's most recently approved advance planning document submitted
before the date of the enactment of this subsection.

(C) If a State fails to meet the deadline established under subpara-
graph (B), the per centums specified in paragraphs (2) and (7) of
subsection (a) with respect to that State shall each be reduced by 5
percentage points for the first two quarters beginning on or after such
deadline, and shall be further reduced by an additional 5 percentage
points after each period consisting of two quarters during which the
Secretary determines the State fails to meet the requirements of sub-
paragraph (A) ; except that-

(i) neither such per centum may be reduced by more than 25
percentage points by reason of this paragraph; and

(ii) no reduction shall be made under this paragraph for any
quarter following the quarter during which such State meets the
requirements of subparagraph (A).

(2) (A) In order to receive payments under paragraphs (2) and (7)
of subsection (a) without being subject to the per centumn reductions
set forth in subparagraph (C) of this paragraph, a State must have its
mechanized claims processing and information retrieval systems, of
the type required to be operational under paragraph (1), initially ap-
proved by the Secretary in accordance with paragraph (5) (A) on or
before the deadline established under subparagraph (B).

subsection (q) was added by see. 17(c) of P.L 95-142 effective as speciied in wc.
17 (e) which Is Mnted in this document on p. 199.
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(B) The deadline for approval of such systems for a State is the last
* day of the fourth quarter that begins after the date on which the

Secretary determines that such systems became operational as required
under paragraph (1).

(C) If a State fails to meet the deadline established under subpara-
graph (B), the per centums specified in paragraphs (2) and (7) of
subsection (a) with respect to that State shall each be reduced by 5
percentage points for the first two quarters begnning after such dead-
line, and shall be further reduced by an additional 5 percentage points
at the end of each period consisting of two quarters during which the
State fails to meet the requirements of subparagraph (A); except
that-

(i) neither such per centum may be reduced by more than 25
percentage points by reason of this paragraph, and

(ii) no reduction shall be made under this paragraph for any
quarter following the quarter during which such State's systems
are approved by the Secretary as provided in subparagraph (A).

(D) Any State's systems which are approved by the Secretary for
purposes of subsection (a) (3) (B) on or before the date of the enact-
ment of this subsection shall be deemed to be initially approved for
purposes of this subsection.

(3) (A) When a State's systems are initially approved, the 75 per
* centum Federal matching provided in subsection (a) (3) (B) shall

become effective with respect to such systems. retroactive to the first
quarter beginning after the date on which such systems became oper-
ational as required under paragraph (1), except as provided in sub-
paragraph (B).

(B) In the case of any State which was subject to a per centum
reduction under paragraph (2), the per centum specified in subsection
(a) (3) (B) shall be reduced by 5 percentage points for the first two
quarters beginning after the deadline established under paragraph
(2) (B), and shall be further reduced by an additional 5 percentage
points at the end of each period consisting of two quarters beginning
after such deadline and before the date on which such systems are
initially approved, except that no reduction shall be made under this
paragraph for any quarter following the quarter during which the
State's systems are initially approved by the Secretary.

(4) (A) The Secretary shall review all approved systems not less
often than once each fiscal year, and shall reapprove or disapprove
any such systems. Systems which fail to meet the current perform-
ance standards, system requirements, and any other conditions for
approval developed by the Secretary under paragraph (6) shall be
disapproved. Any State having systems which are so disapproved
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shall be subject to a per centum reduction under subparagraph (B).
The Secretary shall make the determination of reapproval or disap-
proval and so notify the States not later than the end of the first quarter
following the review period.

(B) If the Secretary disapproves a State's systems under subpara-
graph (A), the Secretary shAll, with respect to stuch State for quarters
beginning after the determination of disapproval and before the first
quarter beginning after such systems are reapproved, reduce tLe per
centum specified in subsection (a) (3) (B) to a per centum of not less
than 50 per centum and not more than 70 per centum as the Secretary
determines to be appropriate and commensurate with the nature of
noncompliance by such State; except that such per centun may not be
reduced by more than 10 percentage points in any 4-quarter period by
reason of this subparagraph. No State shall be subject to a per centum
reduction under this paragraph (i) before the fifth quarter beginning
after such State's systems were initially approved, or (ii) on the basis
of a review conducted before October 1,1981.

(C) The Secretary may retroactively waive a percentum reduction
imposed under subparagraph (B), if the Secretary determines that the
State's systems meet all current performance standards and other
requirements for reapproval and that such action would improve the
administration of the State's plan under this title, except that no
such waiver may extend beyond the four quarters immediately prior
to the quarter in which the State's systems are reapproved.

(5) (A) In order to be initially approved by the Secretary, mecha-
nized claims processing and information retrieval systems must be of
the type described in subsection (a) (3) (B) and must meet the follow-
ing requirements:

(i) The systems must be capable of developing provider, physi-
cian, and patient profiles which are sufficient to provide specific
information as to the use of covered types of services and items,
including prescribed drugs.

(ii) The State must provide that information on probable fraud
or abuse which is obtained from, or developed by, the systems, is
made available to the State's medicaid fraud control unit (if any)
certified under subsection (q) of this section.

(iii) The systems must meet all performance standards and
other requirements for initial approval developed by the Secretary
under paragraph (6).

(B) In order to be reapproved by the Secretary, mechanized claims
processing and information retrieval systems must meet the require-
ments of subparagraphs (A) (i) and (A) (ii) and performance stand-
ards and other requirements for reapproval developed by the Secretary
under paragraph (6).

sc 1904) 532-H.2
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(6) The Secretary, with respect to State systems, shall-
(A) develop performance standards, system requirements, and

other conditions for approval for use in initially approving such
State systems, and shall further develop written approval proce-
(lures for conducting reviews for initial approval, including spe-
cific criteria for assessing systems in operation to insure that all
such performance standards and other requirements are met;

(B) by not later than October 1. 1980, develop an initial set of
performance standards. .system requirements, and other condi-
tions for reapproval for use in reapproving or disiapproving State
systems, and shall further develop written reapproval procedulres
for conducting reviews for reapproval. including specific criteria
for reassessing systems operations over a period of at least six
months during each fiscal year to insure that all such performance
standards and other requirements are met on a continuous basis;

(C) provide that reviews for reapproval. conducted before
October 1. 1981, shall be for the purpose of developing a systems
performance data base and assisting States to improve their sys-
tems, and that. no per centuni reduction shall be made under para-
graph (4) on the basis of such a review:

(D) insure that review procedures, performance standards. and
other requirements developed under subparagraph (B) are suffi-
ciently flexible to allow for differing administrative needs among
the States, and that such procedures, standards, and requirements
are of a nature which will permit their use by the States for self-
ex aluation;

(E) notify all States of proposed procedures, standards. and
other requirements at least one quarter prior to the fiscal year in
which such procedures. standards. and other requirements will be
used for conducting reviews for reapproval;

(F) periodically update the systems performance standards,
system requirements, review criteria, objectives. regulation.-N and
guides as the Secretary shall from time to time deem appropriate;

(G) provide technical assistance to States in the development
and improvement of the systems so as to continually improve the
capacity of such systems to effectively detect cases of fraud or
abuse;

(H) for the purpose of insuring compatibility between the
State systems and the systems utilized in the administration of
title XVIII-

(i) develop a uniform identification coding system (to the
extent feasible) for providers, other persons receiving pay-
ments under the State plans (approved under this title) or
under title XVIII, and beneficiaries of medical services under
such plans or title;

Seem 1903(6)(H)533•J-H.3
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(ii) provide liaison between States and carriers and inter-
mediaries having agreements under title XVMI to facilitate
timely exchange of appropriate data; and

(iii) improve the exchange of data between the States and
the Secretary with respect to providers and other persons
who have been terminated, suspended, or otherwise sanctioned
under a State plan (approved under this title) or under title
XVIII;

(I) develop and disseminate clear definitions of those types of
reasonable costs relating to State systems which are reimburs-
able under the provisions of subsection (a) (3) of this section; and

(J) report on or before October 1, 1981, to the Congress on the
extent to which States have developed and operated effective
mechanized claims processing and information retrieval systems.

(7) (A) The Secretary shall waive the provisions of this subsection
with respect to initial operation and approval of mechanized claims
processing and information retrieval systems with respect to any State
which-

(i) had a 1976 population (as reported by the Bureau of the
Census) of less than 1,000,000 and which made total expenditures
(including Federal reimbursement) for which Federal financial
participation is authorized under this title of less than
$100,000,000 in fiscal year 1976 (as reported by such State for
such year), or

(ii) is a Commonwealth, or territory or possession, of the United
States.

if such State reasonably demonstrates, and the Secretary does not for-
mally disagree, that the-application of such provisions would not sig-
nificantly improve the efficiency of the administration of such State's
plan under this title.

(B) If the Secretary determines that the application of the provi-
sions described in subparagraph (A) to a State would significantly
improve the efficiency of the administration of the State's plan under
this title, the Secretary may withdraw the State's waiver under sub-
pa ragraph (A) and, in such case, the Secretary shall impose a timetable
for such State with respect to compliance with the provisions of this
subsection and the imposition of per centum reductions. Such time-
table shall be comparable to the timetable established under this sub-
section as to the amount of time allowed such State to coLuply and
the timing of per centum reductions.

(8) (A) The per centum reductions provided for under this subsec-
tion shall not apply to a State for any quarter with respect to which
the Secretary determines that such State is unable to comply with
the relevant requirements of this subsection-



Revised October 1980

(i) for good cause (but such a waiver may not be for a period in
excess of 2 quarters), or

(ii) due to circumstances beyond the control of such State.
(B) If the Secretary determines under subparagraph (A) that such

a reduction will not apply to a State, the Secretary shall report to the
Congress on the basis 1or each such determination and on the modifica-
tion of all time limitations and deadlines as described in subparagraph
(C).

(C) For purposes of determining all time limitations and deadlines
imposed under this subsection, any time period during which a State
was found under subparagraph (A) (ii) to be unable to comply with
requirements of this subsection due to circumstances beyond its control
shall not be taken into account, and the Secretary shall modify all such
time limitations and deadlines with respect to such State accordingly.'

SSubsection (r) was added by sea. 901 of P.1. 96-898&
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Operation of State Plans

* See. 1904. If the Secretary, after reasonable notice and opportunity
for hearing to the State agency administering or supervising the ad-
ministration of the State plan approved under this title, finds-

(1) that the plan has been so changed that it no longer complies
with the provisions of section 1902; or

(2) that in the achninistration of the plan there is a failure to
comply substantially with any such provision;

the Secretary shall notify such State agency that further payments
will not be made to the State (or, in his discretion, that payments will
be limited to categories under or parts of the State plan not affected
by such failure), until the Secretary is satisfied that there will no
longer be any such failure to comply. Until he is so satisfied he shall
make no further payments to such State (or shall limit payments to
categories under or parts of the State plan not affected by such
failure).

Definitions

See. 1905. For purposes of this title-
(a) The term "medical assistance" means payment of part or all

of the cost of the following care and services (if provided in or after
the third month before the month in which the recipient makes appli-

* cation for assistance) for individuals, and, with respect to physicians'
or dentists' services, at the option of the State, to individuals (other
than individuals with respect to whom there is being paid, or who are
eligible, or would be eligible if they were not in a medical institution,
to have paid with respect to them a State supplementary payment and
are eligible for medical assistance equal in amount, duration, and
scope to the medical assistance made available to individuals described
in section 1902(a) (10) (A)) not receiving aid or assistance under an1
plan of the State approved under title I, X, XIV, or XVI, or part I
of title IV, and with respect to whom supplemental security income
benefits are not being paid under title XVI, who are

(i) under the age of 21,
(ii) relatives specified in section 406(b) (1) with whom a child

is living if such child, except for section 406(a) (2), is (or would,
if needy, be) a dependent child under part A of title IV,

(iii) 65 years of age or older,
(iv) blind, with respect to States eligible to participate in the

State plan program established under title XVI,
(v) 18 years of age or older and permanently and totally

disabled, with respect to States eligible to participate in the State
plan program established under title XVI,

53z-I See. 1905(a)
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(vi) persons essential (as described in the second sentence of
this subsection) to individuals receiving aid or assistance tmder
State plans approved under title I, X, XIV, or XVI, or

(vii) blind or disabled as defined in section 1614, with respect
to States not eligible to participate in the State plan program
established under title XVI,

but whose income and resources are insufficient to meet all of such
cost-

(I) inpatient hospital services (other than services in an institu-
tion for tuberculosis or mental diseases);

(2) (A) outpatient hospital services, and (B) consistent with
State law permitting such services, rural health clinic services (as
defined in subsection (1)) and any otber ambulatory services
which are offered by a rural health clinic (as defined in subsection
(1)) and which are otherwise included in the plan;1

(3) other laboratory and X-ray services;
(4) (A) skilled nursing facility services (other than services

in an institution for tuberculosis or mental diseases) for individ-
uals 21 years of age or older (B) effective July 1, 1969, such
early and periodic screening and diagnosis of individuals who
are eligible under the plan and are under the age of 21 to ascertain
their pliysical or mental defects, and such health care, treatment,
and other measures to correct or ameliorate defects and chronic

I 1'aragraph (2) was amended by see. 2(a) of P.U. 95-210 effective as specified in see.
2(f) which is printed in this document on p. 803.
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conditions discovered thereby, as may be provided in regulations
* of the Secretary; and (C) family planning services and supplies

furnished (directly or under arrangements with others) to in-
dividuals of child-bearing age (including minors who can be
considered to be sexually active) who are eligible under the State
plan and who desire such services and supplies;

(5) physicians' services furnished by a physician (as defined in
section 1861(r) (1)), whether furnished in the office, the patient's
home, a hospital, or a skilled nursing facility, or elsewhere;

(6) medical care, or any other type of remedial care recognized
under State law, furnished by licensed practitioners within the
scope of their practice as defined by State law;

(7) home health care services;
(8) private duty nursing services;
(9) clinic services;
(10) dental services;
(11) physical therapy and related services;
(12) prescribed drugs, dentures, and prosthetic devices; and

eyeglasses prescribed by a physician skilled in diseases of the
eye or by an optometrist, whichever the individual may select;

(13) other diagnostic, screening, preventive, and rehabilitative
services;

(14) inpatient hospital services, skilled nursing facility serv-
ices, and intermediate care facility services for individuals 65
years of age or over in an institution for tuberculosis or mental
diseases;

(15) intermediate care facility services (other than such serv-
ices in an institution for tuberculosis or mental diseases) for
individuals who are determined, in accordance with section 1902
(a) (31) (A), to be in need of such care;

(16) effective January 1, 1973, inpatient psychiatric hospital
services for individuals under age 21, as defined in subsection
(h); and

(17) any other medical care, and any other type of remedial
care recognized under State law, specified by the Secretary;

except as otherwise provided in paragraph (16), such term does not
include-

(A) any such payments with respect to care or services for
any individual who is an inmate of a public institution (except
as a patient in a medical institution) ; or

(B) any such payments with respect to care or services for
any individual who has not attained 65 years of age and who
is a patient in an institution for tuberculosis or mental diseases.. For purposes of clause (vi) of the preceding sentence, a person shall

be considered essential to another individual if such person is the

mot
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spouse of and is living with such individual, the needs of such person
are taken into account in determining the amount of aid or assistance
furnished to such individual (under a State plan approved under
title I, X, XIV, or XVI), and such person is determined, under such
a State plan, to be essential to the well being of such individual.

(b) The term "Federal medical assistance percentage" for any
State shall be 100 per centum less the State percentage; and the
State percentage shall be that percentage which bears the same ratio
to 45 per centum as the square of the per capita income of such State
bears to the square of the per capita income of the continental United
States includingg Alaska) and Hawaii; except that (1) the Federal
medical assistance percentage shall .n no case be less than 50 per cen-
tum or more than 83 per centum, and (2) the Federal medical assist-
ance percentage for Puerto Rico, the Virgin Islands, and Guam shall
be 50 per centum. The Federal medical assistance percentage for any
State shall be determined and promulgated in accordance with the
provisions of subparagraph (B) of section 1101 (a) (8). Notwithstand-
ing the first sentence of this section, the Federal medical assistance
percentage shall be 100 per centum with respect to amounts expended
as medical assistance for services which are received through an Indian
Health Service facility whether operated by the Indian Health Serv-
ice or by an Indian tribe or tribal organization (as defined in section 4
of the Indian Health Care Improvement Act). 1

(c) For purposes of this title the term "intermediate care facility"
means an institution which (1) is licensed under State law to pro-
vide, on a regular basis, health-related care and services to individuals
who do not require the degree of care and treatment which a hospital
or skilled nursing facility is designed to provide, but who because of
their mental or physical condition require care and services (above the
level of room and board) which can be made available to them only
through ,institutional facilities, (2) meets such standards prescribed
by the Secretary as he finds appropriate for the proper provision of
such care, (3) meets such standards of safety and sanitation as are
established under regulation of the Secretary in addition to those
applicable to nursing homes under State law, and (4) meets the re-
quirements of section 1861(j) (14) with respect to protection of
patients' personal funds. The term "intermediate care facility" also
includes any skilled nursing facility or hospital which meets the re-
quirements of the preceding sentence. The term "intermediate care
facility" also includes a Christian Science sanatorium operated, or
listed and certified, by the First Church of Christ, Scientist,

'The last sentence of subsection (b) was added by section 402(e) of P.L. 94-437.
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Boston, Massachusetts, but only with respect to institutional serv-. ices deemed appropriate by the State. The term "intermediate care fa-
cility" also includes any institution which is located in a State on an
Indian reservation and is certified by the Secretary as meeting the re-
quirements of clauses (2), (8), and (4) of this subsection and providing
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the care and services required under clause (1). With respect to serv-
* ices furnished to individuals under age 65, the term "intermediate care

facility" shall not include, except as provided in subsection (d), any
public institution or distinct part thereof for mental diseases or mental
defects.'

(d) The term "intermediate care facility services" may include
services in a public institution (or distinct part thereof) for the men-
tally retarded or persons with related conditions if-

(1) The primary purpose of such institution (or distinct part
thereof) is to provide health or rehabilitative services for men-
tally retarded individuals and which meet such standards as may
be prescribed by the Secretary;

(2) the mentally retarded individual with respect to whom a
request for payment is made under a plan approved under this
title is receiving active treatment under such a program; and

(3) the State or political subdivision responsible for the opera-
tion of such institution has agreed that the non-Federal expendi-
tures in any calendar quarter prior to January 1, 1975, with
respect to services furnished to patients in such institution (or dis-
tinct part thereof) in the Stute will not, because of payments made
under this title, be reduced below the average amount expended
for such services in such institution in the four quarters immedi-

* ately preceding the quarter in which the State in which such in-
stitution is located elected to make such services available under
its plan approved under this title.

(e) In the case of any State the State plan of which (as approved
under this title)-

(1) does not provide for the payment of services (other than
services covered under section 1902(a) (12)) provided by an op-
tometrist; but

(2) at a prior period did provide for the payment of services
referred to in paragraph (1) ;

the term "physicians' services" (as used in subsection (a) (5)) shall
include services of the type which an optometrist is legally authorized
to perform where the State plan specifically provides that the term
"physicians' services", as employed in such plan, includes services of
the type which an optometrist is legally authorized to perform,
and shall be reimbursed whether furnished by a physician or an
optometrist.

(f) For purposes of this title, the term "skilled nursing facility
services" means services which are or were required to be given an
individual who needs or needed on a daily basis skilled nursing care
(provided directly by or requiring the supervision of skilled nursing
personnel) or other skilled rehabilitation services which as a practical

L Subee. (e) was amended by secs. 8(a) and 8(b) of P... 95-292 and by sew. 6(h) of
P.L. 96-473.
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mater can only be provided in a skilled nursing facility on an
inpatient basis.

(g) If the State plan includes provision of chiropractors' services,
such services include only-

(1) services provided by a chiropractor (A) who is licensed
as such by the State and (B) who meets uniform minimum stand-
ards promulgated by the Secretary under section 1861(r) (5);
and

(2) services which consist of treatment by means of manual
manipulation of the spine which the chiropractor is legally
authorized to perform by the State.

(h) (1) For purposes of paragraph (16) of subsection (a), the term
"inpatient psychiatric hospital services for individuals under age 21"
includes only-

(A) inpatient services which are provided in an institution
which is accredited as a psychiatric hospital by the Joint Commis-
sion on Accreditation of Hospitals;

(B) inpatient services which, in the case of any individual,
(i) involve active treatment which meets such standards as may
be prescribed in regulations by the Secretary, and (ii) a team,
consisting of physicians and other personnel qualified to make
determinations with respect to mental health conditions and the
treatment thereof, has determined are necessary on an inpatient
basis and can reasonably be expected to improve the condition, by
reason of which such services are necessary, to the extent that
eventually such services will no longer be necessary; and

(C) inpatient services which, in the case of any individual, are
provided prior to (A) the date such individual attains age 21, or
(B) in the case of an individual who was receiving such services in
the period immediately preceding the date on which he attained
age 21, (i) the date such individual no longer requires such serv-
ices, or (ii) if earlier, the date such individual attains age 22;

(2) Such term does not include services provided during any
calendar quarter under the State plan of any State if the total amount
of the funds expended, during such quarter, by the State (and the
political subdivisions thereof) from non-Federal funds for inpatient
services included under paragraph (1), and for active psychiatric
care and treatment provided on an outpatient basis for eligible men-
tally ill children, is less than the average quarterly amount of the funds
expended, during the 4-quarter period ending December 31, 1971, by
the State (and the political subdivisions thereof) from non-Federal
funds for such services.

(i) For purposes of this title, the term "skilled nursing facility"
also includes any institution which is located in a State on an Indian
reservation and is certified by the Secretary as being a qualified skilled
nursing facility by meeting the requirements of section 1861(j).
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(j) The term "State supplementary payment" means any cash pay-
ment made by a State on a regular basis to an individual who is
receiving supplemental security income benefits under titlA XVI or
who would but for his income be eligible to receive such benefits, as
assistance based on need in supplementation of such benefits (as deter-
mined by the Secretary), but only to the extent that such payments
are made with respect to an individual with respect to whom supple-
mental security income benefits are payable under title XVI, or would
but for his income be payable under that title.

(k) Increased supplemental security income benefits payable pur-
suant to section 211 of Public Law 93-66 shall not be considered
supplemental security income benefits payable under title XVI.

(1) The terms "rural health clinic services" and "rural health clinic"
have the meanings given such terms in section 1861(aa), except that
(1) clause (ii) of section 1861(aa) (2) shall not apply to such terms,
and (2) the physician arrangement required wider section 1861 (aa)
(2) (B) shall only apply with respect to rural health clinic services
and, with respect to other ambulatory care services, the physician
arrangement required shall be only such as may be required under the
State plan for those services.'

See. 1906 [Repealed.]

Observance of Religious Beliefs

See. 1907. Nothing in this title shall be construed tc require any
State which has a plan approved under this title to compel any per-
son to undergo any medical screening, examination, diagnosis, or treat-
ment or to accept any other health care or services provided under
such plan for any purpose (other than for the purpose of discovering
and preventing the spread of infection or contagious disease or for
the purpose of protecting environmental health), if such person
objects (or, in case such person is a child, his parent or guardian
objects) thereto on religious grounds.

State Programs for Licensing of Administrators of Nursing
Homes

Sec. 1908. (a) For purposes of section 1902(a) (29), a "State pro-
gram for licensing of administrators of nursing homes" is a program
which provides that no nursing home within the State may operate
except under the supervision of an administrator licensed in the man-
ner provided in this section.

I Subsection (1) was added by see. 2(b) of PL. 95-210 effective as speciAed In sea. 2( )
Which is printed In this document on p. 80.

Se 1908(a)W *
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(b) Licensing of nursing home administrators shall be carried out
by the agency of the State responsible for licensing under the healing
arts licensing act of the State, or, in the absence of such act or such
an agency, a board representative of the professions and institutions
concerned with care of chronically ill and infirm aged patients and
established to carry out the purposes of this section.

(c) It shall be the function and duty of such agency or board to-
(1) develop, impose, and enforce standards which must be met

by individuals in order to receive a license as a nursing home
administrator, which standards shall be designed to insure that
nursing home administrators will be individuals who are of good
character and are otherwise suitable, and who, by training or
experience in the field of institutional administration, are quali-
fied to serve as nursing home administrators;

(2) develop and apply appropriate techniques, including ex-
aminations and investigations, for determining whether an indi-
vidual meets such standards;

(8) issue licenses to individuals determined, after the appli-
cation of such techniques, to meet such standards, and revoke or
suspend licenses previously issued by the board in any case where
the individual holding any such license is determined substan-
tially to have failed to conform to the requirements of such stand-
ards;

(4) establish and carry out procedures designed to insure that
individuals licensed as nursing home administrators will, during
any period that they serve as such, comply with the requirements
of such standards;

(5) receive, investigate, and take appropriate action with re-
spect to, any charge or complaint filed with the board to the effect
that any individual licensed as a nursing home administrator has
failed to comply with the requirements of such standards; and

(6) conduct a continuing study and investigation of nursing
homes and administrators of nursing homes within the State with
a view to the improvement of the standards Imposed for the
licensing of such administrators and of procedures and methods
for the enforcement of such standards with respect to administra-
tors of nursing homes who have been licensed as such.

(d) No State shall be considered to have failed to comply with the
provisions of section 1902(a) (29) because the agency or board of such
State (established pursuant to subsection (b)) shall have granted any
waiver, with respect to any individual who, during all of the three
calendar years immediately preceding the calendar year in which the
requirements prescribed in section 1902(a) (29) are first met by the
State, has served ac a nursing home administrator, of any of the stand-

See.V' 1908(b) 5,38
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ards developed, imposed, and enforced by such agency or board pursu-
ant to subsection (c).

(e) As used in this section, the term-
(1) "nursing home" means any institution or facility defined as

such for licensing purposes under State law, or, if State law does
not employ the term nursing home, the equivalent term or terms
as determined by the Secretary, but does not include a Christian
Science sanatorium operated, or listed and certified, by the First
Church of Christ, Scientist, Boston, Massachusetts; and

(2) "nursing home administrator" means any individual who
is charged with the general administration of a nursing home
whether or not such individual has an ownership interest in such
home and whether or not his functions and duties are shared with
one or more other individuals.

Penalties 1

Sec. 1909. (a) Whoever-
(1) knowingly and willfully makes or causes to be made any

false statement or representation of a material fact in any appli-
cation for any benefit or payment under a State plan approved
under this title,

(2) at any time knowingly and willfully makes or causes to
be made any false statement or representation of a material fact
for use in determining rights to such benefit or payment,

(3) having knowledge of the occurrence of any event affecting
(A) his initial or continued right to any such benefit or payment,
or (B) the initial or continued right to any such benefit or pay-
ment of any other individual in whose behalf he has applied for or
is receiving such benefit or payment, conceals or fails to disclose
such event with an intent fraudulently to secure such benefit or
payment either in a greater amount or quantity than is due or
when no such benefit or payment is authorized, or

(4) having made application to receive any such benefit or
payment for the use and benefit of another and having received it,
knowingly and willfully converts such benefit or payment or any
part thereof to a use other than for the use and benefit of such
other person,

shall (i) in the case of such a statement, representation, concealment,
failure, or conversion by any person in connection with the furnishing
(by that person) of items or services for which payment is or may be
made under this title, be guilty of a felony and upon conviction thereof
fined not more than $25,000 or imprisoned for not more than five years

* • ection 1909 was amended in its entirety by sec. 4(b) at Publie Law 9W-142.

See.. 1909(a)
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or both, or (ii) in the case of such a statement, representation, conceal-
ment, failure, or conversion by any other person, be guilty of a mis-
demeanor and upon conviction thereof fined not more than $10,000
or imprisoned for not. more than one year, or both. In ad~iition, in any
case where an individual who is otherwise eligible for assistance under
a State plan approved under this title is convicted of an offense under
the preceding provisions of this subsection, the State may at its option
(notwithstanding any other provision of this title or of such plan)
limit, restrict, or suspend the eligibility of that individual for such
period (not exceeding one year) as it deems appropriate; but the
imposition of a limitation, restriction, or suspension with respect to
the eligibility of any individual under this sentence shall not affect the
eligibility of any other person for assistance under the plan, regardless
of the relationship between that individual and such other person.

(b) (1) Whoever solicits or receives any remuneration (including
any kickback, bribe, or rebate) directly or indirectly, overtly or
covertly, in cash or in kind-

(A) in return for referring an individual to a person for the
furnishing or arranging for the furnishing of any item or ".ervice
for which payment may be made in whole or in part under this
title, or

(B) in return for purchasing, leasing, ordering, or arranging
for or recommending purchasing, leasing, or ordering any good,
facility, service, or item for which payment may be made in
whole or in part under this title,

shall be guilty of a felony and upon conviction thereof, shall be fined
not more than $25,000 or imprisoned for not more than five years, or
both.

(2) Whoever offers or pays any remuneration (including any kick-
back, bribe, or rebate) directly or indirectly, overtly or covertly, in
cash or in kind to any person to induce such person-

(A) to refer an individual to a person for the furnishing or
arranging for the furnishing of any item or service for which
payment may be made in whole or in part under this title, or

(B) to purchase, lease, order, or arrange for or recommend
purchasing, leasing, or ordering any good, facility, service, or
item for which payment may be made in whole or in part under
this title,

shall 1e guilty of a felony and upon conviction thereof, shall be fined
not more than $25,000 or imprisoned for not more than five years, or
both.

(3) Paragraphs (1) and (2) shall not apply to-

540-See-- 1909(a)
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(A) a discount or other reduction in price obtained by a pro-
vider of services or other entity under this title if the reduction
in price is properly disclosed and appropriately reflected in the
costs claimed or charges made by the provider or entity under this
title; and

(B) any amount paid by an employer to an employee (who
has a bona fide employment relationship with such employer) for
employment in the provision of covered items or services.

(c) Whoever knowingly and willfully makes or causes to be made,
or induces or seeks to induce the making of, any false statement or
representation of a material fact with respect to the conditions or oper-
ation of any institution or facility in order that such institution or
facility may qualify (either upon initial certification or upon recerti-
fication) as a hospital, skilled nursing facility, intermediate care facil-
ity, or home health agency (as those terms are employed in this title)
shall be guilty of a felony and upon conviction thereof shall be fined
not more than $25,000 or imprisoned for not more than five years, or
both.

(d) Whoever knowingly and willfully-
(1) charges, for any service provided to a patient under a

State plan approved under this title, money or other consideration
at a rate in excess of the rates established by the State, or

(2) charges, solicits, accepts, or receives, in addition to any
amount otherwise required to be paid under a State plan approved
under this title, any gift, money, donation, or other consideration
(other than a charitable, religious, or philanthropic contribution
from an organization or from a person unrelated to the patient)-

(A) as a precondition of admitting a patient to a hos-
pital, skilled nursing facility, or intermediate care facility,
or

(B) as a requirement for the patient's continued stay in
such a facility,

when the cost of the services provided therein to the patient is
paid for (in whole or in part) under the State plan,

shall be guilty of a felony and upon conviction thereof shall be fined
not more than $25,000 or imprisoned for not more than five yeas, or
both.

See. 1909(d)540)-A
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Certification and Approval of Skilled Nursing Facilities and of
Rural Health Clinics1

Sec. 1910. (a) (1) Whenever the Secretary certifies an institution in
a State to be qualified as a skilled nursing facility under title XVIII,
such institution shall be deemed to meet the standards for certification
as a skilled nursing facility for purposes of section 1902(a) (28).

(2) The Secretary shall notify the State agency administering the
medical assistance plan of his approval or disapproval of any institu-
tion which has applied for certification by him as a qualified skilled
nursing facility.

(b) (1) Whenever the Secretary certifies a facility in a State to be
qualified as a rural health clinic under title XVIII, such facility shall
be deemed to ieet the standards for certification as a rural health
clinic for purposes ,)f providing rural health clinic services under this
title.

(2) The Secretary shall notify the State agency administering the
medical assistan'ee plan of his approval or disapproval of any facility
in that State which has applied for certification by him as a qualified
rural health clinic.

Indian Health Service Facilities 2

Sec. 1911. (a) A facility of the Indian Health Service (including
a hospital, intermediate care facility, or skilled nursing facility),
whether operated by such Service or by an Indian tribe or tribal orga-
nization (as those terms are defined in section 4 of the Indian Health
Care Improvement Act), shall be eligible for reimbursement for med-
ical assistance provided under a State plan if and for so long as it
meets all of the conditions and requirements which are applicable
generally to such facilities under this title.

(b) Notwithstanding subsection (a), a facility of the Indian Health
Service includingg a hospital, intermediate care facility, or skilled
niusing facility) which does not meet all of the conditions and require-
uients of this title which are applicable generally to such facility, but
which submits to the Secretary within six months after the date of the
enactment of this section an acceptable plan for achieving compliance
with such conditions and requirements, shall be deemed to meet such
conditions and requirements (and to be eligible for reimbursement
under this title), without regard to the extent of its actual compliance
with such conditions and requirements, during the first twelve months
after the month in which such plan is submitted.

'Section 1910 was amended by see. 2(d) of Public Law 95-210 effective as specified in
see. 2(fM which Is printed In this document on p. 803.

2 Section 1911 was added by section 402(a) of Publie Law 94-437 subject to the condi-
uons specmied In sections 402(b)-402(d) of that act which are printed In this document
on pae., 782.

See. 1910(a) 540--B
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Assignment of Rights of PaymentI

See. 1912. (a) For the purpose of assisting in the collection of
medical support payments and other payments for medical care owed
to recipients of medical assistance under the State plan approved
under this title, a State plan for medical assistance may-

(1) provide that, as a condition of eligibility for medical
assistance under the State plan to an individual who has the legal
capacity to execute an assignment for himself, the individual is
required-

(A) to assign the State any rights, of the individual or
of any other person who is eligible for medical assistance
under this title and on whose behalf the individual has the
legal authority to execute an assignment of such rights, to
support (specified as support for the purpose of medical care
by a court or administrative order) and to payment for medi-
cal care from any third party; and

(B) to cooperate with the State (i) in establishing the
paternity of such person (referred to in subparagraph (A))
if the person is a child born out of wedlock, and (ii) in obtain-
ing support and payments (described in subparagraph (A))
for himself and for such person, unless (in either case) the
individual is found to have good cause for refusing to coop-
erate as determined by the State agency in accordance with
standards prescribed by the Secretary, which standards shall
take into consideration the best interests of the individuals
involved; and

(2) provide for entering into cooperative arrangements
(including financial arrangements), with any appropriate agency
of any State (including, with respect to the enforcement and
collection of rights of payment for medical care by or through a
parent, with a State s agency established or designated under sec-
tion 454(3)) and with appropriate courts and law enforcement
officials, to assist the agency or agencies administering the State
plan with respect to (A) the enforcement and collection of right>
to support or payment assigned under this section and (B) any
other matters of common concern.

(b) Such part of any amount collected by the State under an assign-
ment made under the provisions of this section shall be retained by the
State as is necessary to reimburse it for medical assistance payments
made on behalf of an individual with respect to whom such assignment
was executed (with appropriate reimbursement of the Federal Gov-
ernment to the extent of its participation in the financing of such

* medical assistance), and the remainder of such amount collected shall
be paid to such individual

L Sctlon 1912 was added by sec. 11 (b) of R.U. 95-142.
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TITLE XX-GRANTS TO STATES FOR SERVICES'

See. 2001. Appropriation authorized----------------------------- 541
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Sec. '204. Services program planning ------------------------------- 554
See. 2005. Effective date of regulations published by the Secretary. 555-B
Sec. 2006. Evaluation: program assistance ------------------------- 555-B
Sec. 200T. Child Day Care Services ---------------------- -------- 555-B
Sec. 200& Definitions ------------------------------------------ 555-C

Appropriation Authorized
Sec. 2001. For the purpose of enlcouraaging each State. as far as

practicable under the conditions in that State, to furnish services
directed at the goal of-

(1) achieving or maintaining economic self-support to pre-
vent, reduce, or eliminate dependency,

(2) achieving or maintaining self-sufficiency, including reduc-
tion or prevention of dependency,

(3) preventing or remedying neglect, abuse, or exploitation of
children and adults unable to protect their own interests, or pre-
.9rrving, rehabilitating or reuniting families,

(4) preventing or reducing inappropriate institutional care by
providing for community-based care, home-based care, or other
forms of less intensive care, or

(5) securing referral or admission for institutional care when
other forms of care are not appropriate, or providing services
to individuals in institutions,

there is authorized to be appropriated for each fiscal year a sum
sufficient to carry out the purposes of this title. The sums made avail-
able under this section shall be used for making payments to States
under section 2002 (and to territorial jurisdictions as described in
subsection (a) (2) (C) thereof).

Payments To States
Sec. 2002. (a) (1) From the sums appropriated therefor, the Secre-

tary shall, subject to the provisions of this section and section 2003.
pay to each State, for each quarter, an amount equal to 100 per ceultum
of the expenditures during that quarter for child day care services
(including expenditures for grants to qualified providers under sec-
tion 2007) to the extent permitted by paragraph (17), 90 per centumn
of the total expenditures during that quarter for the provision of fam-
ily planning services and 75 per centun of the total expenditures dur-
ing that quarter for the provision of other services directed at the
goal of- 4

STitle became effective Oct. 1, 1975.
2 This table of contents does not appear in the law.
3 See. 2001 was amended by se. 207 of P.L 96-272.
' This paragraph was amended by sea. 4 of P.U. 96-178 and sec. 202 of P.. 96-272.

(541)



Revised July 1980

(A) achieving or maintaining economic self-support to pre-
vent, reduce, or eliminate dependency,

(B) achieving or maintaining self-sufficiency, including reduc-
tion or prevention of dependency,

(C) preventing or remedying neglect, abuse, or exploitation
of children and adults unable to protect their own interests, or
preserving, rehabilitating, or reuniting families,

(D) preventing or reducing inappropriate institutional care
by providing for community-based care, home-based care, or other
forms of le.s intensive care, or

(E) securing referral or admission for institutional care when
other forms of care are not appropriate, or providing services to
individuals in institutions,

including expenditures for administration (including planning and
evaluation) and personnel training and retraining directly related to
the provision of those services (including both short- and long-term
training at educational institutions through grants to such institutions
or by direct financial assistance to students enrolled in such institu-
tions). Services that are directed at these goals include, but are not
limited to, child care services, protective services for children and
adults, services for children and adults in foster care, services related
to the nianagenient and maintenance of the home, day care services for
adults, transportation services, training and related services, employ-
ment services, information, referral, and counseling services, the prep-
aration and delivery of meals, health support services and appropriate
combinations of services designed to meet the special needs of children,
the aged, the mentally retarded, the blind, the emotionally disturbed,
the physically hadicapped, and alcoholics and drug addicts.

(2) (A) (i) Except as provided in clause (iii), no payment may be
made under this section to any State for any fiscal year in excess of
.n amount which bears the same ratio to the amount. specified in clause
(ii) as tihe population of that State bears to the population of the fifty
States and the District of Columbia. The Secretary shall promulgate
the limitation applicable to each State for each fiscal year under this
paragraph prior to the first day of the third month of the preceding
fiscal year, as determined on the basis of the most recent satisfactory
data available from the Department of Conmmerce.1

(ii) The amounts specified for purposes of clause (i) for fiscal year
1980 and each succeeding fiscal year shall be an amount (not exceed-
ing $3,300,000,000) equal to the indexed ceiling amount for that fiscal
year as determined under subparagraph (B). 2

SPar. (2) (A) (I) was amended by see. 203 of P.L 96-272.
2 Clause (11) was amended by see. 201 of P.IL 96-271

See. 2002(a) III
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Siii) Payment with respect to expenditures for personnel training
or retraining directly related to the provision of services under this
title shall be made to a State in excess of the limitation for such State
promulgated under clause (i) for any fiscal year and without regard
to such limitation; except that-

(1) notwithstanding any othi-r provision of law, payment
to a State with respect to such expenditures for fiscal years 1980
and 1981 may not exceed an amount equal to 4 per centumn of such
State's limitation (for the fiscal year involved) under clause (i),
or. if greater. an amount equal to the amount of the payment
inadle under this title to such State with respect to such expendi-
tures for fiscal year 1979, or equal to (a) the amount which would
be payable without regard to this subclause with respect to ex-
peniditures pursuant to an approl riation made prior to October 1.
1979. by sucn State for fiscal year 1980. or. if less, (b) the amount
determined under division (a.) of this subclause reduced to the
extent necessary and on a proportional basis so as to assure that
thie. aggregate of the additional amounts payable to all States as
a result of such division (a) does not exceed $6,000,000; and

(II) payment, to6a State with respect to such expenditures for
fiscal year 1982 or any succeeding fiscal year may be made only if
the State has submitted to the Secretary in accordance with para-

graph (18) (prior to the beginning of the fiscal year involved) a
training plan specifyiig how its funds expended for such train-
ing or retraining in that fiscal year will be used, and only with
respect to expenditures included in such plan which are approved
by the Secretary in accordance with criteria prescribed by him.-

(B) (i) (I) Except as otherwise provided in clauses (ii), (iii),
and (iv), the indexed ceiling amount for any fiscal year shall be an
amount equal to the indexed ceiling amount for the preceding fiscal
year increased or decreased (as the case may be) by an amount deter-
mnined under division (II).

(II) For purposes of division (I) the amount of the increase or
decrease (as the case may be) shall be an amount equal to $2,500,-
000,000, multiplied by a percentage equal to the positive or negative
percentage change in the Consumer Price Index prepared by the De-
partment of Labor, and used in determining cost-of-living adjust-
ments tender section 215(i) of this Act, for the second quarter of the
preceding fiscal year as compared to such index for the second quarter
of the second preceding fiscal year (rounded to the nearest one-tenth
of 1 per centum). For purposes of this clause the Consumer Price

* Index for any quarter shall be the arithmetical mean of suuh index
for the three months in such.quarter.

'Clause (Hi) was added by see. 203(b), of P.L. 96--27
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(ii) If tile per1entage increase ill the ('olisulner Price Index as
determined under clause (i) (11) for any fiscal year exceeds t lie ill-
flation rate for that fiscal year as slhown for that year (or. if no rate
is shown for that year. for the ino.-., recent preceding year for" which
a rate is .4,owin) in tle table whicli appears on pagre 2--) of Senate
Budget ('omnmittee Report N unil .red 9)6-3I 1. t hen forsuch li.mal year
.-I.tch inflation rate shall be used in Imaking the determination uInlder
claus-e (i)(11) in,,tead of tile, iXrcentage ilt'ream, in the ( 'onslIIIueI"
Price Index.,

(iii) Thie indexed ceiling alllollilt determined un1ider clause (i)
shall, if nlot a iminultiple of siW), i 0HM1 b round•ied to the next lesser
amliRoliIt tlat is a tinultiple of sl$H.muK4)oO.

(iv) The indexed ceiling alountl for fiscal vyear 1974.) siall be
S'.5( )0(.000.000

(C) Fromti the amounts made available murder section 2tXMl for any
fiscal year b-eg'inning with ti.scal year l .so( (in addition to any slnis
apjropiriated for lplurposes of pmynnents under t lirece)ililtg )Ir-iiOI.,
of this subsection). the Secretarv shall allocate-

(i) to the jurisdictions of Puerto Rico. Guam. and tiite Virgin
Islands. for purposes of payments under ect ions 3 ( a ) ( 4) and (5).
403(a)(3). l(K)3(a) (3) and (4). 1403(a) (3) and (4). and 1603
(a) (4) and (5). with 1irspect to services the suns of $15.O.W0)0.
$500.0(M) and $1.. K0. . respectively. and

(ii) to the jurisdiction of the i-orthern Mariana I:land. for
purposes of payments under section 403(a) (3). withk respect to
services and for services prograins for other individuals as defined
by the Secretary. the sum of $100.OKK).

in addition to any amounts otherwise available to such jurisdictions
under this Act.*-

(3) No payment. may be made under this section to any State with
respect to -ily expenditure for the provision of any service to any indi-
vidual unless--

(A) the State's services program planning ineets the require-
ments of section 2004, and

(B) the final comprehensive services plan in effect when the
service is provided to the individual includes the provision of that

I See Item 3 In App. C.
;See. 201 of P..L 196-272 deleted bubpars. (C) and tD) and amended IBI. For fi.'eaIyear iI!SO additional paragraphs (D). (E) and (F) are in effect :m; shown in item 4 of

App. C.
3 See. 207 of P.L 96-272 added new subiar. (C).
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service to a category of individuals which includes that individual
in the descriptions required by section 2004(2) (B) and (C) of
the services to be provided under the plan and the categories of
individuals to whom the services are to be provided. 1

The Secretary may not deny payment wider this section to any State
with respect to any expenditure on the ground that it is not an expendi-
ture for the provision of a service or is not an expenditure for the pro-
vision of a service directed at a goal described in paragraph (1) of this
subsection.

(4) So much of the aggregate expenditures with respect to which
payment is made under this section to any State for any fiscal year as
equals 50 per centum of the payment made under this section to the
State for that fiscal year must be expended for the provision of services
to individuals-

(A) who are receiving aid under the plan of the State ap-
proved under part A of title IV or who are eligible to receive such
aid, or

(B) whose needs are taken into account in determining the
needs of an individual who is receiving aid under the plan of the
State approved wider part A of title IV, or who are eligible to
have their needs taken into account in determining the needs of
an individual who is receiving or is eligible to receive such aid, or

(C) with respect to whom supplemental security income bene-
fits under title XVI or State supplementary payments. as defined
in section 2008 (1), are being paid, or who are eligible to have such
benefits or payments paid with respect to them, or

(D) whose income and resources are taken into account in de-
termining the amount of supplemental security income benefits
or State supplementary payments, as defined in section 2008 (1),
being paid with respect to an individual, or whose income and
resources would be taken into account in determining the amount
of such benefits or payments to be paid with respect to an indi-
vidual who is eligible to have such benefits or paymehiis paid with
respect to him, or I

(E) who are eligible for medical assistance under the plan of
the State approved under title XIX.

In any case in which services are provided to individuals to whom
the provisions of paragraph (14) are applied, the proportion of the
expenditures for such services which are attributable to individuals

S -ubpar. (B) was amended by see. 206 of P.L. 96-272.
S Subparu. (C) and (D) amended by see. 4 of P.L 96-IT&
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described in the preceding sentence may be determined on the basis
of generally accepted statistical sampling procedures.'

(5) No payment may be made under this section to any State with
respect to any expenditure for the provision of any service to any
individual-

(A) who is receiving, or whose needs are taken into account in
deterinin ig the needs of an individual who is receiving, aid un-
der the plam of the State approved under part A of title IV, or
withb respect to whom supplemental security income benefits tinder
title XVI or State supplementary payments, as defined in section
2008(1), are being paid. or 2

(B) whio is a member of a family the monthly gross income of
which is less than the lower of-

(i) 80 per centum of the median income of a family of
four in the State, or

(ii) the median income of a family of four in the fifty
States and the l)istrict of Columbia,

adjusted, in accordance with regulations prescribed by the Secre-
tarv, to take iwto account the size of the family,

if any fee or other charge (other than a voluntary contribution) im-
posed on the individual for the provision of that service is not con-

* sistent with such requirements (including requirements prohibiting
the imposition of any such fee or charge) as the Secretary shall
prescribe.

(6) No payment may be made under this section to any State with
respect to aiiy exl,'ii(liture for the provision of any service, other than
an information or referral service, family planning services, or a
service directed at the goal of preventing or remedying neglect, abuse.
or exploitation of children and adults unable to protect. their own in-
terests, to any individual who is not an individual described in para-
graph (5), and-

(A) who is a member of a family the monthly r.,ro;S income of
which exceeds 115 per centum of the iiedian income of a family
of four in the State, adjusted. in accordance with regulations
prescribed by the Secretary, to take into account the size of the
family. or

(B) who is a member of a family the monthly gross income
of which-

iPar. (4) was amended by see. 1 (b) of P.L. 94-401, effective Oct. 1. 1975.
Subpar. (A) was amended by sec. 4 of P.L. 96-178.
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(i) exceeds the lower of-
(I) 80 per centum of the median income of a family

of four in the State, or
(II) the median income of a family of four in the

fifty States and the District of Columbia,
adjusted, in accordance with regulations prescribed by the
Secretary, to take into account the size of the family, and

(ii) does not exceed 115 per centum of the median income
of a family of four in the State, adjusted, in accordance with
regulations prescribed by the Secretary, to take into account
the size of the family,

unless a fee or other charge reasonably related to income is im-
posed on the individual for the provision of the service.

The Secretary shall promulgate the median income of a family of four
in each State and the fifty States and the District of Columbia appli-
cable to payments with respect to expenditures in each fiscal year prior
to the first day of the third month of the preceding fiscal year.'

(7) No payment may be made under this section to any State with
respect to any expenditure-

(A) for the provision of medical or any other remedial care,
(except as provided in paragraph (11) (D) 2), other than family
planning services, unless it is an integral but subordinate part of
a service described in paragraph (1) of this subsection and Fed-
eral financial participation with respect to the expenditure is not
available under the plan of the State approved under title XIX;
or

(B) for the purchase, construction, or major modification of
any land, building or other facility, or fixed equipment; or

(C) which is in the form of goods or services provided in kind
by a private entity; or

(D) which is made from donated private funds, unless such
funds--

(i) are transferred to the State and are under its adminis-
trative control, and

(ii) are donated to the State, without restrictions as to
use, other than restrictions as to the services with respect to
which the funds are to be used imposed by a donor who is not
a sponsor or operator of a program to provide those services,

'Par. (6) was amended by sec. 1(c) of P.L. 94-401, effective Oct. 1, 19735.
The phrase "(except as provided by par. (11) (D))" was added by see_ 4 of P.L. 94-120

as amended by see. 6 of P.L 94-401, see. 1 (c) of P.L 95-171, se_. 5 of P.. 9g-178, and
see. 209 of P.L 96-4727
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or the geographic area in which the services with respect to
which the contribution is used are to be provided, except that
during fiscal years 1980 and 1981 the provisions of this clause
shall not apply with respect to funds that are donated for
the purpose of training or retraining as provided in sub-
section (a) (1), if such training or retraining is carried out
by a public or nonprofit entity, and 1

(iii) do not revert to the donor's facility or use if the
donor is other than a nonprofit organization; or

(E) for the provision of room or board (except as provided
by paragraph (11)(C) and paragraph (11)(D)') other than
room or board provided for a period of not more than six consecu-
tive months as an integral but subordinate part of a service de-
scribed in paragraph (I) of this subsection.

With regard to ending the dependency of individuals who are alco-
hlolics or drug addicts, the entire rehabilitative process for such in-
dividuals, including but not limited to initial detoxification, short
term residential treatment, and subsequent outpatient counseling and
rehabilitative services, whether or not such a process involves more
than one provider of services, shall be the basis for determining
whether standards imposed by or under subparagraph (A) or (E) of

* this paragraph have been met.'
(8) No payment may be made under this section with respect to

any expenditure if payment is made with respect to that expenditure
under section 403 or 423 of this Act.4

(9) (A) No payment may be made under this section with respect
to any expenditure in connection with the provision of any child day
care service, unless-

(i) in the case of care provided in the child's home, the care
meets standards established by the State which are reasonably in
accord with recommended standards of national standard-setting
organizations concerned with the home care of children, or

(ii) in the case of care provided outside the child's home, the
care meets the Federal interagency day care requirements as ap-

'Clause (1i) was amended by sec. 204 of P.4 96-272.
'The phrase "and par. 11 (D)" was added by sec. 4 of P.L. 94-120 as amended by sec. 6

of P.14 H4-401, by sec. 1(c) of P.A& 95-171, sea. 5 of P.L 96-178, and sec. 209 of P.A&
96-272.

'The last sentence of par. (7) was added by sec. 4 of P.L. 94-120 as amended by sec. 6
of P.L. 94-401. by section (c) of P.I& 95-171, see. 5 of P. 96--1T8, and see. 209 of P.L

96-272.
' This section reference was amended by see. 103 of P.L. 96-272.
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proved by the Department of Health, Education, and Welfare
and the Office of Economic Opportunity on September 23, 1968;
except that (1) subdivision LUI of such requirements with respect
to educational services shall be recommended to the States and
not required, and staffing standards for school-age children in day
care centers may be revised by the Secretary, (II) the staffing
standards imposed with respect to such care in the case of children
under age 3 shall conform to regulations prescribed by the Secre-
tary. and ( III) the staffing stalndards iinp1X)-d with respect. to such
care in the case of children aged 10 to 14 shall require at least one
adult for each 20 children, and in the case of school-aged children
under age 10 shall require at least one adult for each 15 children,

except as provided in subparagraph (B).*
(B) The Secretary shall submit to the President of the Senate and

the Speaker of the House of Representatives, after December 31. 1976.
and prior to April 1. 1978. an evaluation of the appropiiateit'ýs of the
requirements imposed by subparagraph (A). together with a ny recom-
mendations he may have for modification of those req(Iirelieiits. No
earlier than ninety days after the submission of that report, the Sec-
retary may, by regulation, make such modifications in the relquire-
ments imposed by subparagraph (A) as he determines are
appropriate. 2

(C) The requirements imposed by this paragraph are in lieu of
any requirements that would otherwise be applicable under section
522(d) of the Economic Opportunity Act of 1964 to child day care
services with respect to which payment is made under this section.

(10) No payment may be made under this section with respect to
any expenditure for the provision of any educational service which
the State makes generally available to its residents without cost and
without regard to their income.

(11) No payment may be made under this section with respect
to any expenditure for the provision of any service to any individual
living in any hospital, skilled nursing facility, or ilntermediate care
facility (including any such hospital or facility for mental diseases

L The requirements of sec. 2002(a) (9) were modified during the period Oct. 1, 1975-
bept. 30, 1978 by sec. 7(a)(3) of P.1. 93-647, an amended (see p. 759), sec. 5 of P.L
j4-401, as amended by sec. 1(b) of P.L. 95-171, added to par. (9)(A)(ii) subclause (IV)
(effective Sept. 7, 1976 to Sept. 30, 1978) and subclause (V) (effective Oct. 1, 1975 to
Sept. 30, 1978). Under the provisions of P.1. 94-401, as amended, subclauses (IV) and
(V) were deleted elective Oct. 1, 197&

2 Subpar. (B) was amended by sec. 5 of P.L. 95-59.
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or for the mentally retarded), any prison, or any foster family home
except,-

(A) any expenditure for the provision of a service that (i)
is provided by other than the hospital, facility, prison, or foster
family home in which the individual is living, and (ii) is pro-
vided tulder 'he State's program for the provision of the services
described in paragraph (1), to individuals who are not living
in a hospital, skilled nursing facility, intermediate , care facility,
prison, or foster family home,

(B) ally expenditure which is for the cost, in addition to the
cost of basic foster care, of the provision. by a foster faiinily home,
to all individual living in that home, of a service which meets
a special need of that individual, as determined under regula-
tions prescribed by the Secretary,

(C) any expenditure for the provision of emergency shelter
provided to a child, for not in excess of thirty days, as a pro-
[ective e.w'vice;

(D) any expenditure for the initial detoxification of an alco-
holic or drug dependent individual, for a period not to exceed
7 days, if such detoxification is integral to the further provision of
services for which such indi, dual would otherwise be eligible
under this title; and I

(E) any expenditure for the provision of emergency shelter,
for not in excess of thirty days in any six-month period, provided
as a protective service to an adult in danger of physical or mental
injury, neglect, maltreatment, or exploitation.:

(12) No payment may be made under this section with respect to
any expenditure for the provision of cash payments as a service.

(13) No payment may be made under this section with respect
to any expenditure for the provision of any service to any individual
to the extent that the provider of the service or the individual receiv-
ing the service is eligible to receive payment under title XVIII with
respect to the provision of the service.

(14) (A) For purposes of paragraphs (5) and (6). an individual
shall, at the option of the State, be deenled to Ib- an individual
described in paragraph (5) (B) if, because of the geographic area in

1 Subpar. (D) of sec. 2002(a)(11) was added by sec. 4 of P.L. 94-120 as amended by
.ec. 6 of P.1. 94-401 by .see. I c) of I'.L. !o5-171. see. 7, ,of 1'.L. 9)6-17S, and see. 204.0 of
P.h. 96-272

2 Subpar. (E) wap added by see. 205 of P.L. 916-272.

See. 20}02 (a)549



Revised April 1978

which any particular service is provided to him, the characteristics
of the community to which it is provided, the nature of the service,
the conditions (other than income) of eligibility to receive it, or other
factors surrounding its provision, the State may reasonably conclude
without individual determinations of eligibility, that substantially all
of the persons who receive the service are members of families with
a monthly gross income which is not more than 90 per centum of the
median income of a family of four in the State. adjusted (in accord-
ance with the regulations prescribed by the Secretary) to take into
account the size of the family.

(B) The provisions of subparagraph (A) shall not be applicable
to child day care services furnished to any child other than a child of
a migratory agricultural worker.'

(15) No payment may be made under this section with respect to
any expenditure for the provision of any health related service if
such service is provided by an entity which has failed to comply with
a request made by the Secretary or State agency under section 2003
(d) (1) (J), for so long as such entity remains in noncompliance with
such request.

(16) Any State may refuse to enter into a contract or other arrange-
ment with a provider of services for purposes of participation under
the program established by this title, or otherwise to approve a pro-
vider for such purposes, if any person who has a direct or indirect
ownership or control interest of 5 percent or more in such provider,
or who is an officer, director, agent, or managing employee (as defined
in section 1126(b)) of such provider, is a person described in section
1126(a), and the State may terminate any such contract, arrangement,
or approval if it determines that the provider did not fully and accu-
rately make any disclosure required of it by section 1126(a) at the
time the contract or arrangement was entered into or the approval
was given.3

(17) (A) The total payment to a State under this section with respect
to expenditures during any fiscal year for the provision of child day
care services under this title (including expenditures for grants to
qualified providers under section 2007) shall be equal to 100 per centum
of such expenditures to the extent that such expenditures (during that
fiscal year) do not exceed-

(i) an amount which bears the same ratio to $200,000,000 as the
amount of the State's limitation under paragraph (2) (A) bears
to the indexed ceiling amount for such fiscal year, in the case of
fiscal year 1980 and fiscal year 1981; or

(ii) 8 per centum of the State's limitation under paragraph
(2) (A) for such fiscal year, in the case of fiscal year 1982 and any

'Paragraph (14) was added by section 1(a) of P.L. 94-401, effective October 1. 1975.
'Paragraph (15) was added by section 3(d) (2) of P.L 95-142.
'Paragraph (16) was added by section 8(d) of P.r& 95-142.
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subsequent fiscal year.
* (B) Federal funds payable to a State under this title (with respect

to expenditures for child day care services) at the rate specified in sub-
paragraph (A) shall, to the maximum extent that the State determines
to be feasible, be employed in such a way as to increase the employment
of welfare recipients and other low-income persons in jobs related to
the provision of child day care services.,

(c) Section 200-2 (a) of such Act is amended by adding after para-
graph (17) (as added by section 202(a) of this Act) the following new
paragraph:

(18) Effective October 1. 1981. no payment may be made under this
section for training or retraining expenditures except in accordance
with a training plan approved by the Secretary which, at a minimum-

(A) describes how training needs were assessed and how the
assessment was used to structure the training programs, the indi-
viduals to be trained, and the training resources to be used;

(B) demonstrates that the training activities have a direct rela-
tionship to the title XX services program and to the State's
staffing needs to carry out the title XX services program- and

. (C) describes the State agency's plan to monitor training pro-
grains and to evaluate the agency's overall staff training and de-
velopment program.-

(b) (1) Prior to the beginning of each quarter the Secretary shall
estimate the amount to which a State will be entitled under this sec-
tion for that quarter on the basis of a report filed by the State con-
taining its estimate of the amount to be expended during that quarter
with respect to which payment must be made under this section, to-
gether with an explanation of the bases for that estimate.

(2) The Secretary shall then pay to the State, in such installments
as he may determine, the amount so estimated, reduced or increased to
the extent of any overpayment or underpayment which the Secretary
determines was made under this section to the State for any prior quar-
ter and with respect to which adjustment has not already been made
under this subsection.

(3) Upon the making of any estimate by the Secretary under this
subsection, any appropriations available for payments under this sec-
tion shall be deemed obligatedL

Program Reporting

Sec. 2003. (a) Each State which participates in the program estab-
lished by this title shall make such reports concerning its use of Fed-
eral social services funds as the Secretary may by regulation provide.

* (b) Each State which participates in the program established by
Per. (17) was add-Ad by see. 202 of P.L1. 96-272.

2Par. (18) was added by see. 203 of P.L. 96-272.

Sec. 2003(b)551



Revised July 1980

this title shall assure that the aggregate expenditures from appropri-
ated funds from the State and political subdivisions thereof for the
provision of services during each fiscal year (as selected by the State
wider section 2004(1) within each services program period (as estab-
lished under the requirements of section 2002 (a) (3)) with respect to
which payment is made under section 200-2 is not less than the aggregate
expenditures from such appropriated funds for the provision of those
services during the fiscal year ending June 30, 1973, or the fiscal year
ending June 30, 1974, with respect to which payment was made under
the plan of the State approved under title I, VI, X, XIV, or XVI, or
part A of title IV, whichever is less, except that the requirements of
this subsection shall not apply to any State for any services program
period if the payment to the State under section 2002, for each fiscal
year any part of which is included in that services program year, with
respect to expenditures other than expenditures for personnel training
or retraining directly related to the provision of services, equals the
allotment of the State for that fiscal year under section 2002 (a) (2) .'

(c) (1) If the Secretary, after reasonable notice and an opportunity
for a hearing to the State, finds that there is a substantial failure to
comply with any of the requirements imposed by subsections (a) and
(b) of this section, he shall, except as provided in paragraph (2),
notify the State that further payments will not be made to the State
under section 2002 until he is satisfied that there will no longer be any
such failure to comply, and until lie is so satisfied he shall make no
further payments to the State.

(2) The Secretary may suspend implementation of any termina-
tion of payments under paragraph (1) for such period as he determines
appropriate and instead reduce the amount otherwise payable to the
State under section 200-2 for expenditures during that period by 3 per
centum for each of subsections (a) and (b) of this section wit!! respect
to which there was a finding of substantial noncompliance and with
respect to which lie is not yet satisfied that there will no longer be aL-y
such failure to comply.

(d) (1) Each State which participates in the program established
by this title shall have a plan applicable to its program for the provi-
sion of the services described in section 2002(a) (1) which-

(A) provides that an opportunity for a fair hearing before
the appropriate State agency will be granted to any individual
whose claim for any service described in section 2002(a) (1) is
denied or is inot acted upon with reasonable promptness;

(B) provides safeguards which rest rict the use or disclosure of
information obtained in connection with administration of the
State's program for the l)proision of the se.rices described in sec-
tion 200"2 (a) (1) concerning applicants for and recipients of those

'Subsec. (b) was amended by sec. 206 of P.L. 96-272.
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services to purlposes directly connected with (A) the administra-
tion of that program, the plan of the State approved under part
A of title IV, the plan of the State developed under part B of that
title, the supplemental security income program established by
title XVI, or the plan of the State approved under title XIX, and
(B) any audit or similar activity conducted in connection with the
administration of any such plan or program by any governmental
entity which is authorized boy law to conduct such audit or activity;
and the safeguards so provided shall prohibit disclosure, to any
committees or legislative body (other than an entity referred to in
clause (B) with respect, to an activity referred to in such clause),
of any information which identifies by name or address any such
applicant or reipient; I

(C) provides for the designation by the chief executive officer
of the State or as otherwise provided by the laws of the State, of
an appropriate agency which will administer or supervise the
administration of the State's program for the provision of the
services described in section 2002(a) (11) ;

(D) provides that the State will, in the administration of its
program for the provision of the services described in section
2002 (a) (1), use such methods relating to the estallishment and
maintenance of personnel standards on a merit basis as are found
by the Secretary to be necessary for the proper and efficient op-
eration of the program, except that the Secretary shall exercise
no authority with respect to the selection, tenure of office, or com-
pensation of any individual employed in accordance with such
methods;

(E) provides that no durational residency or citizenship
requirement will be imposed as a condition to participation in
the program of the State for the provision of the services de-
scribed in section 2002(a) (1) ;

(F) provides, if the State program for the provision of the
services described in section 2002(.(:) (1) includes services to in-
dividuals living in institutions or foster homes, for the estab-
lishinent or designation of a State authority or authorities which
shall be responsible for establishing and maintaining standards
for such institutions or homes which are reasonably in accord
with recommended standards of national organizations concerned
with standards for such institutions or homes, including stand-
ards related to admissions policies, safety, sanitation, and pro-
tection of civil rights;

(G) provides, if the State program for the provision of the
services described in section 2002(a) (1) includes child day care
services, for the establishment or designation of a State authority
or authorities which shall be responsible for establishing and main-

'Subpar. (B) %as amended by see. 403 of P.L. 96-265 effective Sept 1, 1980.
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taiming standards for such services which are Lvasoinably in accord
* with recommended standards of national organizations conicerned

with standards for such services, including standards related to
admission policies for facilities providing such services, safety,
sanitation, and protection of civil rights;

(H) provides that the State's program for tie provision ot
the services described in section 2002(a) (1) will be in effect in all
political subdivisions of the State;

(I) provides for financial participation by the State in the
provision of the services described in sect ion 2002 (a) (1) ; and

(J) provides that any entity (other than an individual prac-
titioner or a group of practitioners) receiving payments for the
provision of health related services complies with the require-
ments of section 1124, and supplies (within such period as may
be specified in regulations by the Secretary or by the State
agency which administers or supervises the administration of the
plan) upon request specifically addressed to such entity by the
Secretary or such State agency, respectively, (i) full and com-
plete information as to the ownership of a subcontractor (as
defined by the Secretary in regulations) with whom such entity
has had, during the previous twelve months, business transactions
in an aggregate amount in excess of $25,000, and (ii) full and com-

* plete information as to any significant business transactions (as
defined by the Secretary in regulations), occurring during the
five-year period ending on the date of such request, between such
e',tity and any wholly owned supplier or between such entity
and any subcontractor.'

Notwithstanding clause (C), if on December 1, 1974, the State agency
which administered or supervised the administration of the portion of
the plan of the State for services to the aged, blind, or disabled ap-
proved under title VI of this Act which related to blind individuals
was different from the agency which administered or supervised the
administration of the rest of that plan, the State agency which admin-
istered or supervised the administration of the portion of the plan of
the State for services to the aged, blind, or disabled related to blind
individuals may be designated to administer or supervise the admninis-
tration of the portion of the State's program for the provision of the
services described in section 2002(a) (1) related to blind individuals
and a separate State agency may be designated to administer or su-
pervise the administration of the rest of the program; and in such
case the part of the program which each agency administers, or the
administration of which each agency supervises, shall be regarded as
a separate program for the provision of the services described in sec-

* tion 2002 (a) (1) for purposes af this title. The date selected by the

I Subparagraph (J) was added by section 3(d) (1) of P.L. 95-142.
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State pursuant to section 2004(1) as the beginning of the services pro-
grain period for each of the separate programs shall be the same.,

(2) The Secretary shall approve any plan which complies with
the provisions of paragraph (1).

(e) (1) No payment may be made under section -002 to any State
which does not have a plan approved under subsection (d).2

(2) In the case of any State plan which has been approved by tile
Secretary under subsection (d). if the Secretary, after reasonable
notice and an opportunity for a hearing to the State, finds--

(A) that the plan no longer complies with the provisions of
subsection (d) (1), or

(B) that in the administration of the plan there is a substan-
tial failure to comply with any such provision,

the Secretary shall, except as provided in paragraph (3), notify the
State that further payments will not be m9de to the State under sec-
tion 2002 until he is satisfied that there will no longer be any such
failure to comply, and until he is so satisfied he shall make no further
payments to the State.

(3) The Secretary may suspend implementation of any termina-
tion of payments under paragraph (2) for such period as he deter-
mines appropriate and instead reduce the amount otherwise payable
to the State under section 2002 for expenditures during that period by
3 percent for each clause of subsection (d) (1) with respect to which
there is a finding of noncompliance and with respect to which he is not
yet satisfied that there will no longer be any such failure to comply.

(f) The provisions of section 333 of the Comprehensive Alcohol
Abuse and Alcoholism Prevention, Treatment, and Rehabilitation
Act of 1970 shall be applicable to services provided by any State pur-
suant to this title with respect to individuals suffering from drug
addiction or "icoholism.3

Services Program Planning

Sec. 2004. A State's services program planIiiig meets the require-
ments of this section if, for the purpose of assuring public participa-
tion in the development of the program for the provision of the serv-
ices described in section 2002 (a) (1) within the State-

(1) for each services program period, the beginning of the
fiscal year of the Federal Government, the State government, or
the political subdivisiolis of such State is established as the begin-
ning of the Stitte's services program period, and the end of such

"I Services program ycar" was changed to "services program period" by see. 206

of P.L. 9G-272.
2 Par. (1) was amended by sec. 6(1) of P.L. 96-473.
3 Subsec. (f) was added to sec. 2003 by sec. 4 of P.L. 94-120 as amended by see. 6 of

P.L. 94-401. by wee. I (e) of P.1,. 95-171. .c. 5 of P.L 96-178. and sec. 209 of P.L. 96-27a.

554Sy~l 200(d)



Revised July 1980

fiscal year, the succeeding fiscal year, or the second succeeding
fiscal year is established as the end of the State's services program
period; and 1

(2) at least ninety days prior to the beginning of the State's
services program period, the chief executive officer of the State, or
such other official as the laws of the State provide, publishes and
makes generally available (as defined in regulations prescribed by
the Secretary after consideration of State laws governing notice
of actions by public officials) to the public a proposed compre-
hensive services program plan prepared by the agency designated
pursuant to the requirements of section 2003(d) (1) (C) and, un-
less the laws of the State provide otherwise, approved by the chief
executive officer, which sets forth the State's plan for the provi-
sion of the services described in section 2002(a) (1) during that
period, including;--

(A) the objectives to be achieved under the program,
(B) the services to be provided under the program, in-

cluding at least one service directed at at least one of the goals
in each of the five categories of goals set forth in section
2002(a) (1) (as determined by the State) and including at
least three types of services (selected by the State) for indi-
viduals who are recipients of supplemental security income
benefits under title XVI and who are in need of such services,
together with a.definition of those services and a description
of their relationship to the objectives to be achieved under the
program and the goals described in section 2002 (a) (1),

(C) the categories of individuals to whom those services
are to be provided, including any categories based on the in-
come of individuals or their families,

(D) the geographic areas in which those services are to be
provided, and the nature and amount of the services to be
provided in each area,

(E) a description of the planning, evaluation, and report-
ing activities to be carried out under the program,

(F) the sources of the resources to be used to carry out the
program,

(G) a description of the organizational structure
through which the program will be administered, including
the extent to which public and private agencies and volun-
teers will be utilized in the provision of services,

(H) a description of how the provision of services under
the program will be coordinated with the plan of the State
approved under part A of titlP IV, the plan of the State
developed under part B of that title, the supplemental secu-

I Par. (I uas amended by see. 206 of P.L. 96-272.
Par. (2) was amended by see. 206 of P.L 96-272.
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rity income program established by title XVI, the plan of the
State approved under title XIX, and other programs for the
provision of related human services within the State, includ-
ing the steps taken to assure maximum feasible utilization of
services under these programs to meet the needs of the low
income population,

(I) the estimated expenditures under the program, in-
cluding estimated expenditures with respect to each of the
services to be provided, each of the categories of individuals
to whom those services are to be provided, and each of the
geographic areas in which those services are to be provided,
and a comparison between estimated non-Federal expendi-
tures under the program and non-Federal expenditures fr
the provision of the services described in section 2002(a) (1)
in the State during the preceding services program period, and

(J) a description of the steps taken, or to be taken, to
assure that the needs of all residents of, and all geogralphic
areas in, the State were taken into account in the development
of the plan; and

(3) public comment on the proposed plan is accepted for a
period of at least forty-five days; and

(4) at least forty-five days after publication of the proposed
plan and prior to the beginning of the State's services program
period, the chief executive officer of the State, or such other official
as the laws of the State provide, publishes a final comprehensive
annual services program plan prepared by the agency designed
pursuant to the requirements of section 2003(d) (1) (C) and, un-
less the laws of the State provide otherwise, approved by the chief
executive officer, which sets forth the same information required
to be included in the proposed plan, together with an explanation
of the differences between the proposed and final plan and the
reasons therefor; and

(5) any amendment to a final comprehensive services program
plan is prepared by the agency designated pursuant to section
2003(d) (1) (C), approved by the chief executive officer of the
State unless the laws of the State provide otherwise, and published
by the chief executive officer of the State, or such other official
as the laws of the State provide, as a proposed amendment on
which public comment is accepted for a period of at least thirty
days, and then prepared by the agency designated pursuant to sec-
tion 2003(d) (1) (C), approved by the chief executive officer of
the State unless the laws of the State provide otherwise, and pub-
lished by the chief executive officer of the State, or such other
official as the laws of the State provide, as a final amendment, to-
gether with an explanation of the differen :e3 between the pro-

I I
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. posed and final amendment and the reasons therefor;' and(6) in the case of a State that adopts a services program plan-
ning period of longer than one year, the State agency publishes
and makes generally available such information concerning the
comprehensive services program at such times as the Secretary
may by regulation require; 2

Effective Date of Regulations Published by the Secretary

See. 2005. No final regulation published by the Secretary under
this title shall be effective with respect to payments under section
2002 for expenditures during any quarter commencing before the be-ginning of the first services program period established by the State
wider the requirements of section 2002(a) (3) which begins at least
sixty days after the publication of the final regulation.3

Evaluation; Program Assistance

See. 2006. (a) The Secretary shall provide for the continuing
evaluation of State programs for the provision of the services de-
scribed in section 2002(a) (1).

(b) The Secretary shall make available to the States assistance
with respect to the content of their services program, and their services
program planning, reporting, administration, and evaluation.

(c) Within six months after the close of each fiscal year, the Sec-
retary shall submit to the Congress a report on the operation of the
program established by this title during that year, including-

(1) the evaluations carried out under subsection (a) and the
results obtained therefrom, and

(2) the assistance provided under subsection (b) during that
year.

Child Day Care Services

Sec. 2007. (a) Subject to subsection (b). sums granted by a State to
a qualified provider of child day care services (as defined in subsection
(c)) to assist such provider in meeting its work incentive program
expenses (as defined in subsection (c)) with respect to individuals
employed in jobs related to the provision of child day care services in
one or more child day care facilities of such provider, shall be deemed
for purposes of section 2002 to constitute expenditures made by the
State in accordance with the provisions of this title for the provision
of child day care services.

(b) The provisions of subsection (a) shall not be applicable with
respect to any grant made to a particular qualified provider of child
" ""Services program year" in see. 2004 was changed to "services program period" by

see. 206 of P.L. 96-272.
2 Par. (6) was added lty sec. 206 of P.L. 96-272.
3 Sec. 2005 was amended by see. 206 of P.AL 96-272.
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day care services to thie extent that (as determined by the Secretary)
such grant is or will be used to pay wages to any employee at an annual
rate in excess of $8,00, in the case of a public or nonprofit private
provider, or at an annual rate in excAss of $5,000, or to pay more than
80 per centum of the wages of any employee, in the case of any other
provider.

(c) For purposes of this subsection-
(1) the term "qualified provider of child dlay care services",

when used in reference to a recipient of a grant by a State, in-
cludes a provider of such services only if, of the total number of
children receiving such services from such provider in the facility
with respect to which the grant is made, at least 20 per centum
thereof have some or all of the costs for the child day care services
so furnished to them by such provider paid for under the State's
services program conducted pursuant to this title; and

(2) the tern "work incentive program expenses" means explanses
of a qualified provider of child day care services which constitute
work incentive program expenses as defined in section 50B (a) (1)
of the Internal Revenue Code of 1954, or which would constitute
work incentive program expenses as so defined if the provider
were a taxpayer entitled to a credit (with respect to the wages
involved) under section 40 of such Code.'

Definitions

Sec. 200& For purposes of this title-
(1) the terin "State supplementary payment" means any cash

payment made by a State on a regular basis to an individual who
is receiving supplemental security income benefits under title
XVI or who would but for his income be eligible to receive such
benefits, as assistance based on need in supplementation of such
benefits, as determined by the Secretary, and

(2) the term "State" means the fifty States and the District of
Columbia.

'See. 2007 was added by see. 4 of P.L 96-178.
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SELECTED PROVISIONS OF THE INTERNAL
REVENUE CODE OF 1954

26 U.S.C. 1-
Subtitle A-Income Taxes

CHAPTER 1-NORMAL TAXES AND SURTAXES

SUBCHAPTER A-DETERMINATION OF TAX LIABIlITY

Part IV-Credits Against Tax

Subpart A--Credits Alowabie

SEC. 40. EXPENSES OF WORK INCENTIVE PROGRAMS.
(a) GENERAL RuLE.-There shall be allowed, as a credit against the

tax imposed by this chapter, the amount determined under subpart C
of this part.

(b) RouLATixO.s.-The Secretary shall prescribe such regulations
as may be necessary to carry out the purposes of this section and
subpart C.

SEC. 43. EARNED INCOME.,
(a) ALLoWA.-CE OF CREDIT.-In the case of an eligible individual,

there shall be allowed as a credit against the tax imposed by this
subtitle for the taxable year an amount equal to 10 percent of so much
of the earned income for the taxable year as does not exceed $5,000.

1 Section 43 was added by section 204 of Publie Law 94-12 and amended by section 2
of Public Law 94-164. section 401(c) of Public Law 94-455, section 103(b) of Public Law
96-30. and sections 103-105 of Public Law 95-600. Section 2(d) of Public Law 94-164
governs the treatment of refunds under this section in determining benefits under assist-
ance programs. This section is reprinted In this document on page 767-A.
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(b) LYm IAT'xO.-The amount of the credit allowable to a taxpayer
under subsection (a) for any taxable year shall not exceed the excess
(if any) of--

(1) $500, over
(2) 12.5 percent of so much of the adjusted gross income (or, if

greater, the earned income) of the taxpayer for the taxable year
as exceeds $6,000.

(c) Dwmmz;oý.-For purposes of this section--
(1) ELIGIBLEz INDvMUAI.-

(A) IN GENERA•-.-The term "eligible individual" means an
individual who, for the taxable year-

(i) is married (within the meaning of section 143) and
is entitled to a deduction under section 151 for a child
(within the meaning of section 151(e) (3)),

(ii) is a surviving spouse (as determined under section
2(a)), or

(iii) is a head of a household (as determined under
subsection (b) of section 2 without regard to subpara-
graphs (A) (ii) and (B) of paragraph (1) of such sub-
section).

(B) Cmw MUST RESz WITH TAxPAYE IN THE UNITED
STATE8.-An individual shall be treated as satisfying clause
(i) of subparagraph (A) only if the child has the same
principal place of abode as the individual and such abode is
in the United States. An individual shall be treated as
satisfying clause (ii) or (iii) of subparagraph (A) only if the
household in question is in the United States.

(C) I.DIvIDuAL WHO CmAIMS Bz.FTrrs oF sECTIoN 911, 913,
OR 931 NOT ELIGIBLE INDIVIDUAL,-The term "eligible individ-
ual" does not include an individual who, for the taxable year.
claims the benefits of-

(i) section 911 (relating to income earned by individ-
uals in certain camps outside the United States),

(ii) section 913 (relating to deduction for certain
expenses of living abroad), or

(iii) section 931 (relating to income from sources
within possessions of the United States) w.

(2) EAwRD nwom&-
(A) The term "earned income" means--

(i) wages, salaries, tips, and other employee compen-
sation, plus

(i i) the amount of the taxpayer's net earnings from
self-employment for the taxable year (within the mean-
ing of section 1402(a)).

(B) For purposes of subparagraph (A)-- 0s
(i) the earned income of an individual shall be com-

puted without regard to any community property laws,

3 Subpar. (C) was amended by e. 101 of P.L 96-2"2
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(ii) no amount received as a pension or annuity shall
be taken into account, and

(iii) no amount to which section 871 (a) applies (re-
lating to income of nonresident alien individuals not
connected with United States business) shall be taken
into account.

(d) MAMRED INDIvWUALsL-In the case of an individual who is
married (within the meaning of section 143), this section shall apply
only if a joint return is filed for the taxable year under section 601&

(e) TAxABL Yiz&a MusT Bi FuLL TAXABLE YWLA-Except in the
case of a taxable year closed by reason of the death of the taxpayer, no
credit shall be allowable under this section in the case of a taxable year
covering a period of lees than 12 months.

(f) AmouTor oF CRwrr To Bz D=zamzim UzmEa TABL&L-
(1) IN oaENE&&L-The amount of the credit allowed by this

section shall be determined under tables prescribed by the
Secretary.

(2) Rzr-uutxmmurs ion TAmLES-The tables prescribed under
paragraph (1) shall reflect the provisions of subsections (a) and
(b) and shall have income brackets of not greater than $50 each-

(A) for earned income between $0 and $10,000, and
(B) for adjusted gross income between $6,000 and* $10,000.

(g) CoORDiATiON WrrH ADvAxc- PAYXznTs OF EARNxx IN6co "
CRWIT.-

(1) REczpATuR oF Erxcrs ADvANcE PAYM.NTS.-If any pay-
ment is made to the individual by an employer under section
3507 during any calendar year, then the tax imlpoed by this
chapter for the individual's last taxable year beginning in such
calendar year shall be increased by the aggregate amount of such
payments.

(2) RECO N ox4N OF PAYMENTS ADVANCE) AND CRmrrT
A.LLow ).--Any increase in tax under paragraph (1) shall not be
treated as tax imposed by this chapter for purposes of determin-
ing the amount of any credit (other than the credit allowed by
subsection (a)) allowable under this subpart.1

SEC. 44A. EXPENSES FOR HOUSEHOLD AND DEPEND-
ENT CARE SERVICES NECESSARY FOR GAIN-
FUL EMPLOYMENT.

(a) ALwwAzWcAC or CRwDrr.-In the case of an individual who
maintains a household which includes as a member one or more quali-
fying individuals (as defined in subsection (c) (1)), there shall be

1Subsee. (g) was redesignated by see. 101 of P.L .96-222.
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allowed as a credit against the tax imposed by this chapter for the
* taxable year an amount equal to 20 percent of the employment-related

expenses (as defined in subsection (c) (2)) paid by such individual
during the taxable year.

(b) APPLICATION Wrrm Oi'HER CnFzDrrs-The credit allowed by
subsection (a) shall not exceed the amount of the tax imposed by this
chapter for the taxable year reduced by the sum of the credits allow-
able under-

(1) section 33 (relating to foreign tax credit),
(2) section 37 (relating to credit for the elderly),
(3) section 38 (relating to investment in certain depreciable

property),
(4) section 40 (relating to expenses of work incentive pro-

grams),
(5) section 41 (relating to contributions to candidates for

public office),
(6) section 42 (relating to general tax credit), and
(7) section 44 (relating to purchase of new principal

residence).
(c) DmyINITIONs OF QUALIFYING INDIVIDUAL AND ExPLowyxNrT-

REATED ExPENsF4.s.-For purposes of this section-
(1) QUALIFYING INDivmuIj-U-The term "qualifying individ-

ual" means-
(A) a dependent of the taxpayer who is under the age

of 15 and with respect to whom the taxpayer is entitled to a
deduction under section 151(e),

(B) a dependent of the taxpayer who is physically or
mentally incapable of caring for himself, or

(C) the spouse of the taxpayer, if he is physically or
mentally incapable of caring for himself.

559--A IRC See. 44AWc
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(2) Exr LoYx 1T-RELATED EXPENSES.--
(A) IN GENERAL.-The term "employment-related ex-

penses" means amounts paid for the following expenses, but
only if such expenses are incurred to enable the taxpayer to
be gainfully employed for any period for which there are 1
or more qualifying individuals with respect to the taxpayer:

(i) expenses for household services, and
(ii) expenses for the care of a qualifying individual.

(B) ExcE-oVN.-Employment-related expenses described
in subparagraph (A) which are incurred for services outside
the taxpayer's household shall be taken into account only if
incurred for the care of a qualifying individual described in
paragraph (1) (A).

(d) DoLLAR LI.%tIT ON AMiOUNT CREDITABLE.-The amount of the
employment-related expenses incurred during any taxable year which
may be taken into account under subsection (a) shall not exceed-

(1) $2,000 if there is 1 qualifying individual with respect to
the taxpayer for such taxable year, or

(2) $4,000 if there are 2 or more qualifying individuals with
respect to the taxpayer for such taxable year.

(e) EARNED INCoMEz LIMITAION.--
(1) IN GENERAL--Except as otherwise provided in this sub-

section, the amount of the employment-related expenses incurred
during any taxable year which may be taken into account under
subsection (a) shall not exceed-

(A) in the case of an individual who is not married at the
close of such year, such individual's earned income for such
year, or

(B) in the case of an individual who is married at the
close of such year, the lesser of such individual's earned
income or the earned income of his spouse for such year.

(2) SPECIAL RULE FOR SPOUSE WHO IS A STUDENT OR INCAPABLE
OF CARING FOR HIMSELF.-In the case of a spouse who is a student
or a qualifying individual described in subsection (c) (1) (C), for
purposes of paragraph (1), such spouse shall be deemed for each
month during which such spouse is a full-time student at an ed-
ucational institution, or is such a qualifying individual, to be
gainfully employed and to have earned income of not less than-

(A) $166 if subsection (d) (1) applies for the taxable
year, or

(B) $333 if subsection (d) (2) applies for the taxable
year.

In the case of any husband and wife, this paragraph shall apply •
with respect to only one spouse for any one month. i
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(f) Sr-•cIA RULE.&-For purposes of this section--
(1) MAINTAINING HOUSEHOLD.-Afl individual shall be treated

as maintaining a household for any period only if over half the
cost of maintaining the household for such period is furnished
by such individual (or, if such individual is married during such
period, is furnished by such individual and his spouse).

(2) MAmIMI COUPLES MUST FILE JOINT rruv.--If the tax-
payer is married at the close of the taxable year, the credit shall
be allowed under subsection (a) only if the taxpayer and his
spouse file a joint return for the taxable year.

(3) MARITAL sTATus.-An individual legally separated from
his spouse under a decree of divorce or of separate maintenance
shall not be considered as married.

(4) CRI'riN MARRIED INDIVIDUALS LIVING APART.--If-

(A) an individual who is married and who files a sep-
arate return-

(i) maintains as his home a household which con-
stitutes for more than one-half of the taxable year the
principal place of abode of a qualifying individual, and

(ii) furnishes over half of the cost of maintaining
such household during the taxable year, and

(B) during the last 6 months of such taxable year such
individual's spouse is not a member of such household,

such individual shall not be considered as married.
(5) SPECIAL DEPENDENCY TEST IN CASE OF DIVORCED PARENTS,

MTC.-If-
(A) a child (as defined in section 151 (e) (3)) who is under

the age of 15 or who is physically or mentally incapable of
caring for himself receives over half of his support during
the calendar year from his parents who are divorced or legally
separated under a decree of divorce or separate maintenance
or who are separated under a written separation agreement,
and

(B) such child is in the custody of one or both of his parents
for more than one-half of the calendar year,

in the case of any taxable year beginning in such calendar year
such child shall be treated as being a qualifying individual de-
scribed in subparagraph (A) or (B) of subsection (c) (1), as the
case may be, with respect to that parent who has custody for a
longer period during such calendar year than the other parent,
and shall not be treated as being a qualifying individual with
respect to such other parent.
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(6) PAYMENTS TO RELATED INDIvWDUALS.-NO credit shall be
allowed under subsection (a) for any amount paid by the tax-
payer to an individual-

(A) with respect to whom, for the taxable year, a deduc-
tion under section 151(e) (relating to deduction for personal
exemptions for dependents) is allowable either to the tax-
payer or his spouse, or

(B) who is a child of the taxpayer (within the meaning of
section 151 (e) (3)) who has not attained the age of 19 at the
close of the taxable year.

For purposes of this paragraph, the term "taxable year" means
the taxable year of the taxpayer in which the service is performed.'

(7) STUDEN.T.-The term "student" means an individual who
during each of 5 calendar months during the taxable year is a full-
time student at an educational organization.

(8) EDUCATIONAL oRGANizATioN.-The term "educational orga-
nization" means an educational organization described in section
170(b) (1) (A) (ii).

(g) REGULATIO.xs.-The Secretary shall prescribe suc-h regulations
as may be necessary to carry out the purposes of this section.2

SEC. 44B. CREDIT FOR EMPLOYMENT OF CERTAIN NEW
EMPLOYEES.

(a) GENERAL Rm.Es.-At the election of the taxpayer, there shall be
allowed as a credit against the tax imposed by this chapter the amount
determined under subpart D of this part.

(b) REGULATIOXs.-The Secretary shall prescribe such regulations
as may be necessary to carry out the purposes of this section and sub-
part D.

(c) E~nm
(1) TiME FOR MAKING ELEcTmON.-An election under subsection

(a) for any taxable year may be made (or revoked) at any time
before the expiration of the 3-year period beginning on the last
date prescribed by law for filing the return for such taxable year
(determined without regard to extensions).

(2) ,MANNRF OF mAKiNo =xLcTIoN.---Any election under sub-
section (a) (or revocation thereof) shall be made in such manner
as the Secretary may by regulations prescribe.

'Par. (6) was amended by see. 121 of P.L. 95-600.
Sec. 44A was added by sec. 504 of P.L. 94-455. effective for taxable years beginning

after Dec. 31, 1975.
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Subpart C-Rules for Computing Credit for Expenses of Work Incentive
Programs

See. 50A. Amount of credit.
See 50B. Definitions; special rules.

SEC. 50A. AMOUNT OF CREDIT.
(a) D zFEmIATON Or AmouUN.-

(1) GENFRAL RuLL.-The amount of the credit allowed by
section 40 for the taxable year shall be equal to the sum of-

(A) 50 percent of the first-year work incentive program
expenses, and

(B) 25 percent of the second-year work incentive program
expenses.

2

(2) LIMITATION BASED OF AMOUNT OF TAx.-Notwithstanding
paragraph (1), the amount of the credit allowed by section 40 for
the taxable year shall not exceed the liability for tax for the
taxable year.

(3) LxiArmx FoR TAx.-For purposes of paragraph (2), the
liability for tax for the taxable year shall be the tax imposed by
this chapter for such year, reduced by the sum of the credits
allowable under-

(A) section 33 (relating to foreign tax credit),
(B) section 37 (relating to retirement income),
(C) section 38 (relating to investment in certain depreci-

able property), and
(D) section 41 (relating to contributions to candidates for

public office).
For purposes of this paragraph, any tax imposed for the taxable
year by section 56 (relating to minimum tax for tax preferences),
section 72(m) (5) (B) (relating to 10 percent tax on premature
distributions to owner-employees), section 402 (e) (relating to tax
on lump sum distributions), section 408(f) (relating to additional
tax on income from certain retirement accounts), section 531
(relating to accumulated earnings tax), section 541 (relating to
personal holding company tax), or section 1378 (relating to tax
on certain capital gains of subchapter S corporations), and any
additional tax imposed for the taxable year by section 1351 (d) (1)
(relating to recoveries of foreign expropriation losses), shall
not be considered tax imposed by this chapter for such year.4

I See section 322(e) of Public Law 95-600 for effective date and transition rules for
changes made by that Act (p. 822).

2 Paragraph (1) was amended by section 322(a) of Public Law 95-600.
3 Paragraph (2) was amended by section 4(a) (1) of Public Law 94-401, section 2107(a)

of Public Law 94-455, and section 322(a) of Public Law 95-600.
' Section 50A(a) (3) was amended by Public Law 93-406 and by sections 1901(a) (6)

and (b)(1)(D) of Public Law 94-455.
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(4) LIxrrATION wrrH RESCT TO NONBUSIXNE ELIGIMBL
EMPLOYEES.-

(A) IN oGzERLa..-In the case of any work incentive pro-
gram expenses paid or incurred by the taxpayer during the
taxable year to eligible employees whose services are not per-
formed in connection with a trade or business of the tax-
payer-

(i) paragraph (1) (A) shall be applied by substitut-
ing "35 percent" for "50 percent",

(ii) subparagraph (B) of paragraph (1) shall not
apply, and

(iii) the aggregate amount of such work incentive pro-
gram expenses which may be taken into account under
paragraph (1) for such taxable year may not exceed
$12,000.

(B) DEPENDENT CARE CREDIT MAY NOT BE CLAiMED..-NO

credit shall be allowed under section 44A with respect to any
amounts paid or incurred by the taxpayer with respect to
which the taxpayer is allowed a credit under section 40.

(C) MARUEu INDWIDuALs.-In the case of a husband or
wife who files a separate return, subparagraph (A) shall be
applied by substituting "$6,000" for "$12,000". The preced-
ing sentence shall not apply if the spouse of the taxpayer
has no work incentive program expenses described in such
subparagraph for the taxable year.'

'Par. (4) was add•! (and the former pars. (4). (5), and (6) were struck out) by
see. 322(b) of P.1. 95-600. (The former par. (6) was added by see. 401(a)(1) of P.L.
94-12 and amended by sec. 4(a)(2) of P.L. 94-401.) Par. (4) was further amended by
see. 6 of P.L. 96-178 aud sec. 103 of P.L. 96-222.
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(b) CAUYx maND Cmmyovzu or UmNUSU Cwwrr.--
(1) ALwwAmcm or cmwzuT.-If the amount of the credit deter-

mined under subsection (a) (1) for any taxable year exceeds the
limitation provided by subsection (a) (2) for such taxable year
(hereinafter in this subsection referred to as "unused credit
year"), such excess shall be-

(A) a work incentive progam credit carryback to each of
the 3 taxable years preceding the unused credit year, and

(B) a work incentive program credit carryover to each of
the 7 taxable years following the unused credit year,

and shall be added to the amount allowable as a credit by section
40 for such years, except that such excess may be a carryback only
to a taxable year beginning after December 31, 1971. The entire
amount of the unused credit for an unused credit year shall be
carried to the earliest of the 10 taxable years to which (by reason
of subparagraphs (A) and (B)) such credit may be carried, and
then to each of the other 9 taxable years to the extent that, because
of the limitation contained in paragraph (2), such unused credit
may not be added for a prior taxable year to which such unused
credit may be carried.

(2) LiMiTATnON.-The amount of the unused credit which may
be added under paragraph (1) for any preceding or succeeding
taxable year shall not exceed the amount by which the limitation
provided by subsection (a) (2) for such taxable year exceeds the
sum of-

" Section 50A(a) (6) was added by section 401(a) (1) of Public JAw 94-12 and was
amended (effective with respect to individuals hired after September ', 1976) by ecatioa
4(a) (2) of Publie Law 94-40L
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(A) the credit allowable under subsection (a) (1) for such
taxable year, and

(B) the amounts which, by reason of this subsection, are
added to the amount allowable for such taxable year and at-
tributable to taxable years preceding the unused credit year.

(c) [Repealed.] 1

(d) [Repealed.] 2

SEC. 50B. DEFINITIONS; SPECIAL RULES.
(a) WoRK INcENTIVE PROGRAM ExmNsEs.-For purposes of this

subpart-
(1) IN GExjEAL.-The term "work incentive program ex-

penses" means the amount of wages paid or incurred by the tax-
payer for services rendered by eligible employees.

(2) FRST-YEAR WORK INCENTIVE PROGRAM ExPENSEs.--The
term "first-year work incentive program expenses" means, with
respect to any eligible employee, work incentive program expenses
attributable to service rendered during the one-year period which
begins on the day the eligible employee begins work for the
taxpayer.

(3) SFooNuiY-ARm WoRK INCENTIVE PROGRAM FxPE-N•s.--The
term "second-year work incentive program expenses" means, with
respect to any eligible employee, work incentive program expenses
attributable to service rendered during the one-year period which
begins on the day after the last day of the one-year period
described in paragraph (2).

(4) LIMrrATION ON AMOUNT OF WORK INCENTIVE PROGRAM
EXPENSEs8--The amount of the work incentive program expenses
taken into account with respect to any eligible employee for any
one-year period described in paragraph (2) or (3) (as the case may
bb) shall not exceed $6,000.s

(b) Wozs.-For purposes of subsection (a), the term "wages"
means oia|y cash remuneration (including amounts deducted and with-
held).

1Subsection (c) was struck out by section 322(c) of Public Law 95-W00.
S Subsection (d) was struck out of section 322(c) of Public Law 9-6W00.
"• Section 50B(a) was amended by section 401 of Public Law 94-12, section 2107(d)

and (e) of Public Law 94-455. section 4 (b) and (c) of Public Law 94-401. section 1 (c)
of Public Law 95-171, and section 322(d) (1) of Public Law 95-4600.
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(c) LKIx aoNs-
(1) REIXuRSW xPE NsB-NO item shall be taken into ac-

count under subsection (a) to the extent that the taxpayer is re-
imbursed for such item.'

(2) GooRAimCA LMWITATION.--No item shall be taken into
account under subsection (a) with respect to any expense paid or
incurred by the taxpayer with respect to employment outside the
United State&"

(3) IiixuimT nrDxDuAiz.--No item shall be taken into ac-
count under subsection (a) with respect to an individual who-

(A) bears aay of the relationships described in paragraphs
(1) through (8) of section 152(a) to the taxpayer, or, if the
taxpayer is a corporation, to an individual who owns, di-
rectly or indirectly, more than 50 percent in value of the
outstanding stock of the corporation (determined with the
application of section 267 (c) ),

(B) if the taxpayer is an estate or trust, is a grantor, bene-
ficiary, or fiduciary of the estate or trust, or is an individual
who bears any of the relationships described in paragraphs
(1) through (8) of section 152(a) to a grantor, beneficiary,
or fiduciary of the estate or trust, or

iSee footnote 1 an P. 586.
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(C) is a dependent (described in section 152(a) (9)) of the
taxpayer, or, if the taxpayer is a corporation, of an individual
described in subparagraph (A), or, if the taxpayer is an estate
or trust, of a grantor, beneficiary, or fiduciary of the estate or
trust.1

(d) SUBCHAPmrE S CoRPoAT-ioxs.--In case of an electing small busi-
ness corporation (as defined in section 1371)-

(1) the work incentive program expenses for each taxable year
shall be apportioned pro rata among the persons who are share-
holders of such corporation on the last day of such taxable year,
and

(2) any person to whom any expenses have been apportioned
under paragraph (1) shall be treated (for purposes of this sub-
part) as the taxpayer with respect to such expenses.

(e) ESTATES AND TRusTs.-In the case of an estate or trust-
(1) the work incentive program expenses for any taxable year

shall be apportioned between the estate or trust and the benefi-
ciaries on the basis of the income of the estate or trust allocable to
each, and

(2) any beneficiary to whom any expenses have been appor-
tioned under paragraph (1) shall be treated (for purposes of this
subpart) as the taxpayer with respect to such expenses.2

(f) LIMrrATIoNs WITH RESPECT TO CERTAIN PERsoNs.-In the case
of-

(1) an organization to which section 593 applies,
(2) a regulated investment company or a real estate investment.

trust subject to taxation under subchapter .1 (section 851 and
following), and

(3) a cooperative organization described in section 1381(a),
rules similar to the rules provided in section 46(e) shall apply
under regulations prescribed by the Secretary.'

(g) SPECIAL RuLES FOR CONTROLLED GROUPs.-

(1) CONTROLLED GROUP OF CORPORATIONs.-For purposes of
this subpart, all employees of all corporations, which are mem-
bers of the same controlled group of corporations shall be treated
as employed by a single employer. In any such case, the credit (if
any) allowable by section 40 to each such member shall be its
proportionate share of the work incentive program expenses giv-
ing rise to such credit. For purposes of this subsection, the term
"controlled group of corporations" has the meaning given to such
term by section 1563 (a), except that-

"The former paragraphs (2). (3). and (5) were re,.signated as paragraphs (1). (2).
and (3) by section 322(d) (2) of Public Law 95-600 (s hlch also struck out the former
paragraphs (1) and (4)).aSubsection (e) was amended by section 2107(a) (4) of Public Law 94-455 and by
section 322(d) (3) of Public Law 95-600.' Subsection (f) (3) was amended by section 302 of Public Law 94-12.
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(A) "more than 50 percent" shall be substituted for "at
least 80 percent" each place it appears in section 1563(a) (1),
and

(B) the determination shall be made without regard to
subsections (a) (4) and (e) (3) (C) of section 1563.

(2) EMPLOYEES OF PARTXERSI[IPS, PROPRIETORSXIIPS, ETC., WHICH
ARZ UNDER COMMON coNTROL.-For purposes of this subpart, under
regulations prescribed by the Secretary-

(A) all employees of trades or business (whether or not
incorporated) which are under common control shall be
treated as employed by a single employer, and

(B) the credit (if any) allowable by section 40 with respect
to each trade or business shall be its proportionate share of
the work incentive program expenses giving rise to such
credit,'

The regulations prescribed under this paragraph shall be based
on principles similar to the principles which apply in the case of
paragraph (1).'

(h) ELIGIBLE EMPLOYEE.-
(1) ELIGIBLE EMPLOYEE.-For purposes of this subpart the

term "eligible employee" means an individual-
(A) who has been certified by the Secretary of Labor or by

the appropriate agency of State or local government as-
(i) being eligible for financial assistance under part A

of title IV of the Social Security Act and as having
continually received such financial assistance during
the 90-day period which immediately precedes the date
on which such individual is hired by the employer, or

(ii) having been placed in employment under a work
incentive program established under section 432(b)(1)
of the Social Security Act,3

(B) who has been employed by the taxpayer for a period
in excess of 30 consecutive days on a substantially full-timc
basis (except as provided in subsection (i) ) ,4

(C) who has not displaced apy other individual from em-
ployment by the taxpayer, and

(D) who is not a migrant worker.
The term "eligible employee" includes an employee of the taxpayer
whose services are not performed in connection with a trade or busi-
ness of the taxpayer.

(2) MIGoAN WORxEL-For purposes of paragraph (1), the
term "migrant worker" means an individual who is employed for

S I Subpar. (B) was amended by sew. 6 of P.L. 96-178 and sec. 103 of P.L. 96-222.
2Subsec. (g) was added by sec. 322(d) (4) of P.L. 95-600.
2 Subpar. (A) was amended by sec. 6 of P.L. 96-178 and sec. 103 of P.1L 96-222.
6 Subpar. (B) was amended by sec. 208 of P.L. 96-272.
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services for which the customary period of employment by one
employer is less than 30 days if the nature of such services re-
quires that such individual travel from place to place over a short
period of time.1' -

(i) SPECIAL RULES WITH RESPECT TO EMPLOYMENT or DAY CARE
WoRKER-

(1) ELomIG F•wymE.-An individual who would be an
"eligible employee" (as that term is defined for purposes of this
section) except for the fact that such individual's employment
is not on a substantially full-time basis, shall be deemed to be an
eligible employee as so defined, if such employee's employment
is related to the provision of child day care services and is per-
formed on either a full-time or part-time basis.

(2) ALTERNATIVE COMPUTATION WITH RESPECT TO CHILD DAY CARE
SERVICES ELIGIBLE EMPLOYEES PAID FROM FUNDS MADE AVAILABLE
UNDER TITLE xx or THE SOCIAL SECURITY ACT.-The amount of the
credit allowed a taxpayer under section 40, as determined under
section 50A and the preceding provisions of this section, with
respect to work incentive program expenses paid or incurred by
him with respect to an eligible employee whose services are per-
formed in connection with a child day care services program con-
ducted by the taxpayer, and with respect to whom the taxpayer
is reimbursed (in 'whole or in part) from funds made available
pursuant to section 2007 of the Social Security Act, at the option
of the taxpayer shall be equal to 100 percent of the unreimbursed
wages paid or incurred by the taxpayer with respect to such em-
ployee, but not more than the amount of the limitation in para-
graph (4).

(3) UmEiBUXSED WAGEs.--For purposes of this subsection,
the term "unreimbursed wages" means work incentive program ex-
penses for which the taxpayer was not reimbursed under section
2007 of the Social Security Act or under any other grant or
program.

(4) LInMTATiON.-The amount of the credit, as determined
under paragraph (2), with respect to any employee shall not ex-
ceed the lesser of-

(A) an amount equal to $6,000 minus the amount of the
funds reimbursed to the taxpayer with respect to such em-
ployee from funds made available pursuant to section 2007
of the Social Security Act; or

'subsec. (h) was added by see. 401 of P.L. 94-12 and paragraph (1) of subsec. (h)
was amended by see- 2107(f) of P.L 94-455, by seam 322(d) (5) of P.L. 95-W00 and by
sea. 6 of P.L 9W-IT&

9 Subsee. (h) (formerly subset. (g) was redesignated by sec. 322(d) (4) of P.L. 95-60W.
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(B) with respect to work incentive program expenses
attributable to service rendered-

(i) during the one-year period which begins on the
day such employee begins work for the taxpayer, an
amount equal to the lesser of-

(I) $3,000, or
(II) 50 percent of the sum of the amount of the

unreimbursed wages of such employee and the
amount reimbursed to the taxpayer with respect to
such employee from funds made available pursuant
section 2007 of the Social Security Act; or

(ii) during the one-year period which begins on the
day after the last day of the one-year period described
in clause (i), an aniount equal to the lesser of-

(I) $1,500, or
(II) 25 percent of the sum of the amount of the

unreimbursed wages of such employee and the
amount reimbursed to the taxpayer with respect to
such employee from funds made available pursuant
to section 2007 of the Social Security Act.'

(j) CRoss RERENcL-
For application of this subpart to certain acquiring corpora-

tions, see section 381(c)(24).

Subpart D-Rules for Computing Credit for Employment of Certain New
Employees

Sec. 51. Amount of credit.
See. 52. Special rules.
Sec. 53. Imitation based on amount of tax.

SEC. 51. AMOUNT OF CREDIT 2 3

(a) DETERNIN•ATION- or AMou-T.-TThe amount of the credit allow-
able by section 44B for the taxable year shall be the sum of-

(1) 50 percent of the qualified first-year wages for such year,
and

(2) 25 percent of the qualified second-year wages fcr suclh year.
(b) QUALIFIED IVAGES DEFINED.-For purposes of this subpart-

(1) IN GENERAL.-The term "qualified wages% means the wages
paid or incurred by the employer during the taxable year to indi-
viduals who tire members of a targeted group.

(2) QUALIFIED FIRST-YEAR wAGEs.-The term "qualified first-
year wages" means, with respect to any individual, qualified wages
attributable to service rendered during the 1-year period begin-

1 Subsee. (1) was added by see. 8 of the P.L. 96-178 and amended by sea. 208 of P.L.. 96-272.
SSec. 51i-was amended by sec. 321 (a) of P.L. 95--00. See sec. 321 (d) for transition rules

(p. 821 of this document).
SSee. 51 was amended by sec. 321(a) of P.L. 96-400. See see. 321(d) for transition

rules (p. 821 of this document).
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ning with the day the individual begins work for the employer
(or, in the case of a vocational rehabilitation referral, the day the
individual begins work for the employer on or after the beginning
of such individual's rehabilitation plan).

(3) QUALIFIED SECOXD-YEAR WAGEs.-The term "qualified sec-
ond-year wages" means, with respect to any indivictaal, the quali-
fied wages attributable to service rendered during the 1-year
period beginning on the day after the last day of the 1-year
period with respect to such individual determined under para-
graph (2).

(4) ONLY FIRST $6,000 OF WAGES PER YEAR TAKEN INTO AC-
coUXT.-The amount of the qualified first-year wages, and the
amount of the qualified second-year wages, which may be taken
into account with respect to any individual shall not exceed
$6,000 per year.

(c) WAGES DmxmND.-For purposes of this subpart-
(1) IN GEN'ERAL.-Except as otherwise provided in this subsec-

tion, subsection (d) (8) (D), and subsection (h) (2), the term
"wages" has the meaning given to such term by subsection (b) of
section 3306 (determined without regard to any dollar limitation
contained in such section) .1

(2) ExcLusioN FOR EMPLOYERS RECEIVING ON-THE-JOB TRAINING
PAYxENTS.-The term "wages" shall not include any amounts
paid or incurred by an employer for any period to any individual
for whom the employer receives federally funded payments for
on-the-job training of such individual for such period.2

(3) INDIVIDUALS FOR WHOM WIN CREDrr c&IME.-The term
"wages" does not include any amount paid or incurred by the
employer to an individual with respect to whom the employer
claims credit under section 40.

(4) TFiuNAT1oN.-The term "wages" shall not include any
amount paid or incurred after December 31,1980.

(d) MEMBERS OF TARG'z)r GRouPs.-For purposes of this subpart.-
(1) IN GENziAL-.An individual is a member of a targeted

group if such individual is-
(A) a vocational rehabilitation referral,
(B) an economically disadvantaged youth,
(C) an economically disadvantaged Vietnam-era veteran,
(D) an SSI recipient,
(E) a general assistance recipient,
(F) a youth participating in a cooperative education

program, or
(G) an economically disadvantaged ex-convict.

"Subpar. (1) was amended by sec. 103 ot P.L. W-222.
'Subpar. (2) was amended by see. 103 of P.L 9W-22&
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(2) VOCATIONAL REHABILTATION IR•LRAL-The term "voca-
tional rehabilitation referral" means any individual who is certi-
fied by the designated local agency as-

(A) having a physical or mental disability which, for such
individual, constitutes or resuits in a substantial handicap to
employment, and

(B) having been referred to the employer upon completion
of, (or while receiving) rehabilitative %.-vices pursuant to-

(i) an individualized written rehabilitation plan
under a State plan for vocational rehabilitation services
approved under the Rehabilitation Act of 1973, or

(ii) a program of vocational rehabilitation cal ried out
under chapter 31 of title 38, United States Code.

(3) ECONOMICALLY DISADVANTAGED YOUTH.-
(A) IN GENERAL.-The term "economically disadvantaged

youth" means any individual who is certified by the desig-
nated local agency as-

(i) meeting the age requirements of subparagraph (B),
and

(ii) being a member of an economically disadvan-
taged family (us determined under paragraph (9)).

(B) AGE KREQUTREMENTs.-An individual meets the age re-
quirements of this subparagraph if such individual has at-
tained age 18 but not age 25 on the hiring date.

(4) VI•T•NAM VETERAN WHO IS A MEMBER OF AN ECONOMICALLY
DISAIDVANTAGED FAMILY.-TThe term "Vietnam veteran who is a
member of an economically disadvantaged family" means any
individual who is certified by the designated local agency as-

(A) (i) having served on active duty (other than active
duty for training) in the Armed Forces of the United States
for a period of more than 180 days, any part of which oc-
curred after August 4, 1964, and before May 8, 1975, or

(ii) having been discharged or released from active duty
in the Armed Forces of the United States for a service-con-
nected disability if any part of such active duty was per-
formed after August 4, 1964, and before May 8, 1975.

(B) not having any day during the preemr~ployment period
which was a day of extended active duty in the Armed Forces
of the United States,

(C) being a member of an economically disadvantaged
family (determined under paragraph (9)), and

(I)) not having attained the age of 35 on the hiring date.
For purposes of subparagraph (B), the term "extended active
duty" meams a period of more than 90 days during which the in-
dividual was on active duty (other than active duty for training).
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(5) SSI Ercnx1s.--The term "SSI recipient" means any in-
dividual who is certified by the designated local agency as re-
ceiving supplemental security income benefits under title XVI
of the Social Security Act (including supplemental security in-
come benefits of the type described in section 1616 of such Act or
section 212 of Public Law 93-66) for any month ending in the
preemployment period.

(6) Gvirmz. ASIANCE ECIPIENTS-
(A) IN GENERAL.- The term "general assistance recipient"

means any individual who is certified by the designated local
agency as receiving assistance under a qualified general as-
sistance program for any period of not less than 30 days end-
ing within the preemployment period.

(B) QUALIUZIE GENERAL ASSISTANCE rRoGRAM.-The term
"qualified general assistance program" means any program
of a State or a political subdivision of a State-

(i) which provides general assistance or similar as-
sistance which-

(I) is based on need, and
(II) consists of money payments. and

(ii) which is designated by the Secretary (after con-
sultation with the Secretary of Health, Education. and
Welfare) as meeting the requirements of clause (i).

(7) ECON•OICALLY DISADVANTAGED EX-Co' XvicT.-The term "eco-
nomically disadvantaged ex-convict" means any individual who is
certified by the designated local agency-

(A) as having been convicted of a felony ui)der any statute
of the United States or any State,

(B) as being a member of an economically disadvantaged
family (as determined under paragraph (9)), and

(C) as having a hiring date which is not more than 5 years
after the last date on which such individual was so convicted
or was released from prison.

(8) YOUTH PARTICIPATING IN A QUALIFIED COOPERATIVE EDUCA-

TION PROGRAM.-

(A) IN GEINERA.AL.-The term "youth participating in a
qualified cooperative education program" means any individ-
ual who is certified by the school participating in the program
as-

(i) having attained age 16 and not having attained
age 20,1

(ii) not having graduated from a high school or voca-
tional school, and

(iii) being enrolled in and actively put-suing a quali-
fied cooperative education program.

1Subpar. (M) was amended by see. 103 of P.L. 96-222.
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(B) Q•ALIFIED COOPERATIVE EDUCATION PROGRAM DEFTNED.--
The term "qualified cooperative education program" means a
program of vocational education for individuals who
(through written cooperative arrangements between a quali-
fied school and I or more employers) receive instruction (in-
cluding required academic instruction) by alternation of
study and school with a job in any occupational field (but only
if these 2 experiences are planned by the school and employer
so that each contributes to the student's education and
employability).

(C) QUALIFIED SCHOOL DEFINED.-The term "qualified
school" means-

(i) a specialized high school used exclusively or prin-
cipally for the provision of vocational education to in-
dividuals who are available for study in preparation for
entering the labor market,

(ii) the department of a high school exclusively or
principally used for providing vocational education to
persons who are available for study in preparation for
entering the labor market, or

(iii) a technical or vocational school used exclusively
or principally for the provision of vocational education
to persons who have completed or left high school and
who are available for study in preparation for entering
the labor market.

A school which is not a public school shall be treated as a
qualified school only if it is exempt from tax under section
501(a).

(D) WAGF_..-In the case of remuneration attributable to
services performed whilo the individual meets the require-
ments of subparagraph (A), wages, and unemployment in-
surance wages, shall be determined without regard to section
3306(c) (10) (C).1

(9) MEMBERS OF ECONOMICALLY DISADVANTAGED FAMILIEm.-An
individual is a member of an economically disadvantaged family
if the designated local agency determines that such individual
was a member of a family which had an income during the 6
months immediately preceding the month in which the hiring date
occurs, which, on an annual basis would be less than 70 percent of
the Bureau of Labor Statistics lower living standard.

(10) PREEMPLOYMENT PERIOD.-TThe term "preemployment pe-
riod" means the 60-day period ending on the hiri4 date.

(11) Huiuxo DATE.-The term "hiring date" means the day the
individual is hired by the employer.

Subpar. (D) was amended by see. 103 of P.L. 9W-222.
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(12) DwSIoxAT=r LOCAL AoE-cr.--The term "designated local
agency" means the agency for any locality designated jointly by
the Secretary and the Secretary of Labor to perform certification
of employees for employers in that locality.

(e) QUALIFIED FIRsT-YEAR WAGES CAN.. Norr EXCEED 30 PERCF.NT OF
FUTA WAGES FOR ALL ExpLoYEs.-The amount of the qualified
first-year wages which may be taken into account under subsection
(a) (1) for any taxable year shall not exceed 30 percent of the aggregate
unemployment insurance wages paid by the employer during the
calendar year ending in such taxable year. For purposes of the preced-
ing sentence, except as provided in subsection (h) (1), the term "un-
employment insurance wages" has the meaning given to the term
"wages" by section 3306(b).'

(f) REMUNERATION MUST BE FOR TRADE OR BUSINESS EupLOr-
MENT.-

(1) IN GENERAL.-For purposes of this subpart, remuneration
paid by an employer to an employee during any year shall be
taken into account only if more than one-half of the remunera-
tion so paid is for services performed in a trade or business of the
employer.

(2) SPECIAL RULE FOR CERTAIN DETER-IN.ATIox.-Any determi-
nation as to whether paragraph (1), or subparagraph (A) or (B)
of subsection (h) (1), applies with respect to any employee for
any year shall be made without regard to subsections (a) and (b)
of section 52.

(3) YEAR DEJ'I.xw.-For purposes of this subsection and sub-
section (h), the term "year" means the taxable year; except that,
for purposes of applying so much of such subsections as relates to
subsection (e), such term means tbe calendar year.

(g) SECRETARY OF LABOR To NOTIFY EMPLOYERS OF AVAILABILITY OF
CRnEnT.-The Secretary of Labor, in consultation with the Internal
Revenue Service, shall take such steps as may be necessary or appro-
lpriate to keep employers apprised of the availability of the credit pro-
vided by section 44B.

(11) SPECIAL RruLEs FOR AGRICULTURAL LABOR AND RAILWAY
LABoR.-For purposes of this subpart-

(1) UNEMPLOYMENT INSURANCE WAGES.-

(A) AGRICULTURAL LABOR.-If the services performed by
any employee for an employer during more than one-half of
any pay period (within the meaning of section 3306(d))
taken into account with respect to any year constitute agri-
cultural labor (within the meaning of section 3306(k)), the
term "unemployment insurance wages" means, with respect
to the remuneration paid by the employer to such employee
for such year, an amount equal to so much of such remunera-

"2 Subsec. (e) was amended by see. 103 of P.L. 96-222.
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tion as constitutes "wages" within the meaning of section
3121 (a), except that the contribution and benefit base for each
calendar year shall be deemed to be $6,000.

(B) RAILWAY LnoL.-If more than one-half of remunera-
tion paid by an employer to an employee during any year is
remuneration for service described in section 3306(c) (9), the
term "#unemployment insurance wages" means, with respect
to such employee for such year, an amount equal to so much
of the remuneration paid to such employee during such year
which would be subject to contributions under s 'ion 8(a) of
the Railroad Unemployment Insurance Act (45 U.S.C. 358
(a)) if the maximum amount subject to such contributions
were $500 per month.

(2) WIAGyx.-In any case to which s.ubparagraph (A) or (B) of
paragraph (1) applies, the terin "wages" means unemployment
insurance wages (determined without. regard to anty dollar limi-
tation).

SEC. 52. SPECIAL RULES.1
(a) CONTROLLED GROUP OF ComwoRATxoxs.-For purposes of this sub-

part, all employees of all corporations which are members of the same
controlled group of corporations shall be treated as employed by a sin-

*gle employer. In any such case, the credit (if any) allowable by section
44B to each such member shall be its proportionate share of the wages
giving rise to such credit. For purposes of this subsection, the term
"controlled group of corporations" has the meaning given to such term
by section 1563(a), except that-

(1) "more than 50 percent" shall be substituted for "at least 80
percent" each place it appears in section 1563 (a) (1), and

(2) the determination shall be made without regard to subsec-
tions (a) (4) and (e) (3) (C) of section 1563.

(b) EMPLOYEES OF PARTNERSHIPS, PROPRIETORSHIPS, ETC., WHICH

ARz UNDER COMM0o CoNTROL.-For purposes of this subpart, under
regulations prescribed by the Secretary-

(1) all employees of trades or business (whether or not incor-
porated) which are under common control shall be treated as em-
ployed by a single employer, and

(2) the credit (if any) allowable by section 44B with respect to
each trade or business shall be its proportionate share of the wages
giving rise to such credit.

The regulations prescribed under this subsection shall be based on prin-
ciples similar to the principles which apply in the case of subsection
(a).

'Sec. 52 was amended by section 321(c) of Public Law 95-600.
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(c) TAx-ExEMPTr ORGANIZATIOXS.-XO credit shall be allowed under
section 44B to any organization (other than a cooperative described in
section 521) which is exempt from income tax under this chapter.

(d) St-CIIAPTER S CoRPORArio-s---In the case of an electing small
business corporate ion (as defined in section 1371 )-

(1) the amount of the credit determined under this subpart for
any taxable year shall be apportioned pro rata among the persons
who are shareholders of such corporation on the last day of such
taxable year, and

(2) any person to whom an amount is apportioned under para-
graph (1) shall be allowed, subject to section 53, a credit under
section 44B for such amount.

(e) EsTATEs. .)D TRusTs.-In the case of an estate or trust--
(1) the amount of the credit determined under this subpart for

any taxable year shall be apportioned between the estate or trust
and the beneficiaries on the basis of the income of the estate or
trust allocable to each, and

(2) any beneficiary to whom any amount has been apportioned
under paragraph (1) shall be allowed, subject to section 53, a
credit under section 44B for such amount.

(f) LIrTATIONS WITH RnsPEcTr To CjarrAiN PERsONs.-Under reg-
ulations prescribed by the Secretary, in the case of-

(1) an organization to which section 593 (relating to reserves
for losses on loans) applies,

(2) a regulated investment company or a real estate investment
trust subject to taxation under subchapter M (section 851 and
following), and

(3) a cooperative organization described in section 1381(a),
rules similar to the rules provided in section 46(e) shall apply in de-
termining the amount of the credit under this subpart.

SEC. 53. LIMITATION BASED ON AMOUNT OF TAX.
(a) GENxERAL RrL.--Notwithstanding section 51, the amount of the

credit allowed by section 44B for the taxable year shall not exceed 90
percent of the excess of the tax imposed by this chapter for the taxable
year over the sum of the credits allowable under-

(1) section 33 (relating to foreign tax credit),
(2) section 37 (relating to credit for the elderly),
(3) section 38 (relating to investment in certain depreciable

property),
(4) section 40 (relating to expenses of work incentive

programs),
(5) section 41 (relating to contributions to candidates for pub-

lic office),
(6) section 42 (relating to general tax credit), and
(7) section 44A (relating to expenses for household and de-

pendent care services necessary for gainful employment).

Revised July 1980570-.FIRC Sec. 52(c)



Revised July 1980

For purposes of this subsection, any tax imposed for the taxable year
* by section 56 (relating to minimum tax for tax preferences), section

72(m) (5) (B) (relating to 10 percent tax on premature distributions
to owner-employees), section 408(f) (relating to additional tax on
income from certain retirement accounts), section 402(e) (relating
to tax on lump-sum distributions), section 531 (relating to accumu-
lated earnings tax), section 541 (relating to personal holding com-
pany tax), or section 1378 (relating to tax on certain capital gains of
subchapter S corporations), and any additional tax imposed for the
taxable year by. section 1351 (d) (1) (relating to recoveries of foreign
expropriation losses), shall not be considered tax imposed by this
chapter for such year.

(b) CARRYBACK AN, D CARRYOVER Or UxUSED CREDIT.-
(1) ALLaWANCE Or CREDIT.-If the amount of the credit deter-

mined under section 51 for any taxable year exceeds the limitation
provided by subsection (a) for such taxable year (hereinafter in
this subsection referred to as the "unused credit year"), such excess
shall be-

(A) a new employee credit carryback to each of the 3 tax-
able years preceding the unused credit year, and

(B) a new employee credit carryover to each of the 7 tax-
able years following the unused credit year,

* and shall be added to the amount allowable as a credit by section
44B for such years. If any portion of such excess is a carryback to
a taxable year beginning before January 1,1977, section 44B shall
be deemed to have been in effect for such taxable year for pur-
poses of allowing such carryback as a credit under such section.
The entire amount of the unused credit for an unused credit year
shall be carried to the earliest of the 10 taxable years to which (by
reason of subparagraphs (A) and (B)) such credit may be car-
ried, and then to each of the other 9 taxable years to the extent
that, because of the limitation contained in paragraph (2), such
unused credit may not be added for a prior taxable year to which
such unused credit may be carried.

(2) LIxrrATio.N.-The amount of the unused credit which may
be added under paragraph (1) for any preceding or succeeding
taxable year shall not exceed the amount by which the limitation
provided by subsection (a) for such taxable year exceeds the sum
of-

(A) the credit allowable under section 44B for such taxable
year, and

(B) the amounts which, by reason of this subsection, are
added to the amount allowable for such taxable year and
which are attributable to taxable years preceding the unused
credit year.

* a
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SUBCHAPTER B-COMPUTATION OF TAXABLE INCOME
* * * * * *

Part VI-Itemized Deductions for Individuals and Corporations

SEC. 188. AMORTIZATION OF CERTAIN EXPENDITURES
FOR CHILD CARE FACILITIES.'

(a) ALOWu.ow mcE Or DEoccliox.-At the election of the taxpayer,
made in accordance with regulations prescribed by the Secretary, any
expenditure chargeable to capital account made by an employer to
acquire, construct, reconstruct, or rehabilitate section 188 property (as
defined in subsection (b)) shall be allowable as a deduction ratably
over a period of 60 Pioiiths, beginning with the mioth in which the
property is placed iP1 service. The deduction provided by this section
with respect to such expenditure shall be in lieu of any depreciation
deduction otherwise allowable on account of such expenditure.

(b) SECTION 188 PRoPrzmmr.-For purposes of this section, the term
"section 188 property" means tangible property which qualifies under
regulations prescribel by the Secretary or his delegate as a child care
center facility primarily for the children of employees of the taxpay-
ers; except that such t crm shall not include-

(1) any property which is not of a character subject to deprecia-
tion; or

(2) property located outside the United States.
(c) APPLICATION OF SECTION.--This section shall apply only with

respect to expenditures made after December 31, 1971, and before
January 1, 1982.

SEC. 214. [REPEALED] 2

SEC. 280C. PORTION OF WAGES FOR WHICH CREDIT IS
CLAIMED UNDER SECTION 40 OR 44B.

(a) ,RULE FOR SECTION V40 CREDIT.-N.sO deduction shall be allowed
for that portion of the work incentive prograin expenses paid or in-
curred for the taxable year which is equal to the amount of the credit
allowable for the taxable year under section 40 (relating to credit
for expenses of work incentive programs) determined without regard
to the provisions of section 50A(a) (2) (relating to limitation based
on amount of tax). In the case of a corporation which is a member of
a controlled group of corporations (within the meaning of section
50B (g) (1)) or a trade or business which is treated as being under com-
mon control with other trades or businesses (within the meaning of

SSection 188 was amended by section 402 of Public Law 95-30.
2 Section 214 was repealed by section 504 (b) of Public Law 94-455.
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section 50B (g) (2), this subsection shall be applied under rules pre-
* scribed by the Secretary similar to the rules applicable under para-

graphs (1) and (2) of section 50B (g).
(b) RULE FoR SEc'mo•" 44B Camrr.-No deduction shall be allowed

for that portion of the wages or salaries paid or incurred for the tax-
able year which is equal to the amount of the credit allowable for the
taxable year under section 44B (relating to credit for employment of
certain new employees) determined without regard to the provisions
of section 53 (relating to limitation based on amount of tax). In the
case of a corporation which is a member of a controlled group of cor-
porations (within the meaning of section 52(a)) or a trade or busi-
ness which is treated as being under common control with other trades
or businesses (within the meaning of section 52(b)), this subsection
shall be applied under rules prescribed by the Secretary similar to the
rules applicable under subsections (a) and (b) of section 52.1

CHAPTER 2-TAX ON SELF-EMPLOYMENT INCOME
Page'

Sec. 1401. Rate of tax ---------------------------------- 571
See. 1402. DefinItions --------------------------------------------- 572
Sec. 1403. Miscellaneous provisions ------------------------------- 581

SSection 280C was added by section 202(c) (1) of Public Law 95-30 and was anieuded by
section 322(d) of Public Law 95-600.

* Page references do not appear In the law.
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SEC. 140L RATE OF TAX. 1

(a) Owý-Aor, SURVIVORS, AND DwABILIT INSURANOL-In addition

to other taxes, there shall be imposed for each taxable year, on the
self-employment income of every individual, a tax as follows:

(1) in the case of any taxable year beginning before January 1,
1978, the tax shall be equal to 7.0 percent of the amount of the

self-employment income for such taxable year;
(2) in the case of any taxable year beginning after Decem-

ber 31, 1977, and before January 1, 1979, the tax shall be equal to
7.10 percent of the amount of the self-employment income for
such taxable year;

(3) in the case of any taxable year beginning after Decem-
ber 31, 1978, and before January 1, 1981, the tax shall be equal to
7.05 percent of the amount of the self-employment income for
such taxable year;

(4) in the case of any taxable year beginning after Decem-
ber 31, 1980, and before January 1, 1982, the tax shall be equal to
8.00 percent of the amount of the self-employment income for
such taxable year;

(5) in the case of any taxable year beginning after Decem-
ber 31, 1981, and before January 1, 1985, the tax shall be equal to
8.05 percent of the amount of the self-employment income for
such taxable year;

(6) in the case of any taxable year beginning after Decem-
ber 31, 1984, and before January 1, 1990, the tax shall be equal to
8.55 percent of the amount of the self-employment income for
such taxable year; and

(7) in the case of any taxable year beginning after Decem-
ber 31, 1989, the tax shall be equal to 9.30 percent of the amount of
the self-employment income for such taxable year.2

(b) HosPrrAw. INsuiuc-.L-In addition to the tax imposed by the
preceding subsection, there shall be imposed for each taxable year, on
the self-employment income of every individual, a tax as follows:

(1) in the case of any taxable year beginning after Decem-
ber 31, 1973, and before January 1, 1978, the tax shall be equal to
0.90 percent of the amount of the self-employment income for
such taxable year;

(2) in the case of any taxable year beginning after Decem-
ber 31, 1977, and before January 1, 1979, the tax shall be equal to
1.00 percent of the amount of the self-employment income for such
taxable year;

2 Section 1401 was amended by section 1901(0) (154) of P.L. 94-455.
'Subsection (a) was amended by section 101(a) (3) of P.L. 95-216.
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(3) in the case of any taxable year beginning after Decem-
ber 31, 1978, and before January 1, 1981, the tax shall be equal to

1.05 percent of the amount of the self-employment income for such
taxable year;

(4) in the case of any taxable year beginning after Decem-
bar 31, 1980, and before January 1, 1985, the tax shall be equal tit
1.30 percent of the amount of the self-employment income for such
taxable year;

(5) in the case of any taxable year beginning after l)ecem-
her 31, 1984, and before January 1, 1986, the tax shall be equal
to 1.35 percent of the amount of the self-employment income for
such taxable year; and

(6) in the case of any taxable year beginning after I)ecem-
ber 31, 1985, the tax shall be equal to 1.45 percent of the amount
of the sielf-employment income for such taxable year.'

(c) RELIEr FROM TAXES IN CASES COVERED BY CERTAIN INTERNA-
TIONAL AGREEME•NTS.-During any period in which there is in effect an
agreement entered into pursuant to section 233 of the Social Security
Act with any foreign, country, the self-employment income of an
individual shall be exempt from the taxes imposed by this section to
the extent that such self-employment income is subject under such
agreement to taxes or contributions for similar purposes under the
social security system of such foreign country. 2

SEC. 1402. DEFINITIONS.

(a) NET EA.RN- I. XGS FROM1 SELF-EMPLOYMENT.-ZThe term "net earn-
ings from self-employment" means the gross income derived by an
individual from any tf ade or business carried on by such individual,
less the deductions allowed by this subtitle which are attributable to
such trade or business, plus his distributive share (whether or not
distributed) of income or loss described in section 702 (a) (9) from
any trade or business carried on by a partnership of which he is a
member; except that in computing such gross income and deductions
and such distributive share of partnership ordinary income or loss--

(1) there shall be excluded rentals from real estate and from
personal property leased with the real estate (including such
rentals paid in crop shares) together with the deductions attribut-
able thereto, unless such rentals are received in the course of a
trade or business as a real estate dealer; except that the preceding
provisions of this paragraph shall not apply to any income derived
by the owner or tenant of land if (A) such income is derived
under an arrangement, between the owner or tenant and another
hidividual, which provides that such other individual shall pro-

1subsection (b) was amended by section 101(b) (3) of P.L. 95-216.2 Subsectlon (c) was added by section 317(b) (1) of P.I 95-216.
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duce agricultural or horticultural commodities (including live-
stock, bees, poultry, and fur-bearing animals and wildlife) on
such land, and that there shall be material participation by the
owner or tenant (as determined without regard to any activities
of an agent of such owner or tenant) in Eie production or the
management of the production of such agricultural or horticul-
tural commodities, and (B) there is material participation by the
owner or tenant (as determined without regard to any activities
of an agent of such owner or tenant) with respect to any such
agricultural or horticultural commodity;

(2) there shall be excluded dividends on any share of stock, and
interest on any bond, debenture, note, or certificate, or other evi-
dence of indebtedness, issued with interest coupons or in regis-
tered form by any corporation (including one issued by a govern-
ment or political subdivision thereof), unless such dividends and
interest (other than interest described in section 35) are received
in the comwre of a trade or business as a dealer in stocks or
securities;

(3) there shall be excluded any gain or loss--
(A) which is considered as gain or loss from the sale or

exchange of a capital asset,
(B) from the cutting of timber, or the disposal of timber.

coal, or iron ore, if section 631 applies to such gain or loss, or
(C) from the sale, exchange, involuntary conversion, or

other disposition of property if such property is neither-
(i) stock in trade or other l)roperty of a kind which

would properly be includible in inventory if on hand at
the close of the taxable year, nor

(ii) property held primarily for sale to customers iin
t he ordinary course of the trade or business:

(4) the deduction for net operating losses provided in section
172 shall not be allowed;

(5) if-
(A) any of the income derived frcmn a trade or business

(other than a trade or business carried on by a partnership)
Is community income under community property laws ap-
plicable to such income, all of the gross income and deduc-
tions attributable to such trade or business shall be treated as
the gross income and deductions of the husband unless the
wife exercises substantially all of the management and con-
trol of such trade or business, in which case all of such gross
income and deductions shall be treated as the gross income
and deductions of the wife; and

I - U
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(B) any portion of a partner's distributive share of the
ordinary income or loss from a trade or business carried on
by a partnership is community income or loss under the com-
munity property laws applicable to such share, all of such
distributive share slall be included in computing the net
earnings from self-empnloyment of such partner, and no part
of such share shall be taken into account in computing the
net earnings fromn self-emlployment of the spouse of such
partner;

(6) a resident, of Puerto Rico shall compute his net earnings
from self-eniploynient in the same manner as a citizen of the
United States lbut without regard to section 933;

(7) the deduction for per.-onal exemptions provided in section
151 shall not be allowed;

(8) an individual who is a duly ordained, commissioned, or
licensed minister of a church or a member of a religious order
shall compute his net earnings from self-employment derived
from the performance of service described in subsection (c) (4)
without regard to section 107 (relating to rental value of parson-
ages) and, section 119 (relating to meals and lodging furnished
for the convenience of the employer), section 911 (relating to
earned income from sources without the United States) and sec-
tion 931 (relating to income from sources within possessions of
the United States);

(9) the term "possession of the United States" as used in sec-
tions 931 (relating to income from sources within possessions of
the United States) and 932 (relating to citizens of possessions of
the United States) shall be deemed not to include the Virgin
Islands, Guam. or American Samoa;

(10) there shall be excluded amounts received by a partner
pursuant to a written plan of the partnership, which meets such
requirements as are prescribed by the Secretary. and which pro-
vides for payments on accomnit of ritiremcnt, on a periodic basis,
to partners ( gemnerallv or to a clhss or classes of partners, such
payments to continue at least until such partner's death, if-

(A) such partner rendered no services with respect to any
trade or business carried on by such partnership (or its suc-
cessors) during the taxable year of such partnership (or its
successors), ending within or with his taxable year, in which
such amounts were received, and

(B) no obligation exists (as of the close of the partner-
ship's taxable year referred to in subparagraph (A)) from
the other partners to such partner except with respect to
retirement payments under sueh plan, and
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(C) such partner's share, if any, of the capital of the
partnership has been paid to him in full before the close of
the partnership's taxable year referred to in subparagraph
(A);

(11) in the case of an individual who has been a resident of
the United States during the entire taxable year, the exclusion
from gross income provided by section 911(a) (2) shall not apply;
and

(12) there shall be excluded the distributive share of any item
of income or loss of a limited partner, as such, other than guar-
anteed payments described in section 707(c) to that partner for
set-vices actually rendered to or on behalf of the partnership to
the extent that those payments are established to be in the nature
of remuneration for those services.'

If the taxable year of a partner is different from that of the partner-
ship, the distributive share which he is required to include in com-
puting his net earnings from self-employment shall be based on the
ordinary income or loss of the partnership for any taxable year of
the partnership ending within or with his taxable year. In the case
of any tiade or business which is carried on by an individual or by a
partnership and in which, if such trade or business were carried on
exclusively by employees, the major portion of the services would con-

* stitute agricultural labor as defined in section 3121(g)-
(i) in the case of an individual, if the gross income derived by

him from such trade or business is not more than $2,400, the net
earnings from self-employment derived by him from such trade
or business may, at his option, be deemed to be 662 percent of
such gross income; or

(ii) in the case of an individual, if the gross income derived by
him from such trade or business is more than $2,400 and the net
earnings from self-employment derived by him from such trade
or business (computed under this subsection without regard to
this sentence) are less than $1,600, the net earnings from self-
employment derived by him from such trade or business may, at
his option, be deemed to be $1,600; and

(iii) in the case of a member of a partnership, if his distribu-
tive share of the gross income of the partnership derived from
such trade or business (after such gross income has been reduced
by the sum of all payments to which section 707 (c) applies) is not
more than $2,400, his distributive share of income described in
section 702 (a) (9) derived from such trade or business may, at his

I Paragraph (12) was added by see-tf-n 313(b) of P.L. 95-216.
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option, bo deemed to be an amount equal to GG3a percent of his
distributive share of such gross income (after such gross income
has been so reduced) ; or

(iv) in the case of a member of a partnership, if his distribu-
tive share of the gross income of the partnership derived from
such trade or business (after such gross income has been reduced
by the sum of all payments to which section 707(c) applies) is
more than $2,400 and his distributive share (whether or not dis-
tributed) of income described in section 702(a) (9) derived from
such trade or business (computed under this subsection without
regard to this sentence) is less than $1,600, his distributive share
of income described in section 702(a) (9) derived from such trade
or business may, at his option, be deemed to be $1,600.

For purposes of the preceding sentence, gross income means-
(v) in the case of any such trade or business in which the

income is computed under a cash receipts and disbursements
method, the gross receipts from such trade or business reduced
by the cost or other basis of property which was purchased and
sold in carrying on such trade or business, adjusted (after such
reduction) in accordance with the provisions of paragraphs (1)
through (7) and paragraph (9) of this subsection; and

(vi) in the case of any such trade or business in which the
income is computed under an accrual method, the gross income
from such trade or business, adjusted in accordance with the pro-
visions of paragraphs (1) through (7) and paragraph (9) of
this subsection;

and, for purposes of such sentence, if an individual (including a mem-
ber of a partnership) derives gross income from more than one such
trade or business, such gross income (including his distributive share
of the gross income of any partnership derived from any such trade
or business) shall be deemed to have been derived from one trade or
business.

The preceding sentence and clauses (i) through (iv) of the second
preceding sentence shall also apply in the case of any trade or busi-
ness (other than a trade or business specified in such second preceding
sentence) which is carried on by an individual who is self-employed
on a regular basis as defined in subsection (h), or by a partnership of
which an individual is a member on a regular basis as defined in sub-
section (h), but only if such individual's net earnings from self-
employment as determined without regard to this sentence in the
taxable year are less than $1,600 and less than 66% percent of the sum
(in such taxable year) of such individual's gross income derived from
all trades or businesses carried on by him and his distributive share

I
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of the income or loss from all trades or businesses carried on by all
the partnerships of which he is a member; except that this sentence
shall not apply to more than 5 taxable years in the case of any indi-
vidual, and in no case in which an individual elects to determine the
amount of his net earnings from self-employment fcr a taxable year
under the provisions of the two preceding sentences with respect to a
trade or business to which the second preceding sentence applies and
with respect to a trade or business to which this sentence applies shall
such net earnings for such year exceed $1.600.1

(b) SELF-EkPLOtMENT I.NcoM.--The term "self-employment in-
come" means the net earnings from self-employment derived by an
individual (other than a nonresident alien individual) during any
taxable year; except that such term shall not include--

(1) that part of the net earnings from self-employment which
is in excess of-

(i) an amount equal to the contribution and benefit
base (as determined under section 230 of the Social Security
Act) 2 which is effective for the calendar year in which such
taxable year begins, minus (ii) the amount of the wages
paid t0 such individual during such taxable year; or

(2) the net earnings from self-employment, if such net earn-
ings for the taxable year are less than $400.

For purposes of clause (1), the term "wages" (A) includes such remu-
neration paid to an employee for services included under an agree-
ment entered into pursuant to the provisions of section 218 of the
Social Security Act (relating to coverage of State employees), or
tinder an agreement entered into pursuant to the provisions of section
3121 (1) (relating to coverage of citizens of the United States who are
employees of foreign subsidiaries of domestic corporations), as would
be wages under section 3121 (a) if such services constituted employ-
ment tinder section 3121 ()), and (B) includes compensation which is
subject io the tax imposed by section 3201 or 3211. An individual who
is not a citizen of the United States but who is a resident of the
Commonwvealth of Puerto Rico, the Virgin Islands, Guam, or Ameri-
can Samoa shall not, for purposes of this chapter be considered to be
a nonresident alien individual.3

(c) TRADE on Bt'stixrss.-The term "trade or business" when used
with reference to self-employment income or net earnings from self-
employment, shall have the same meaning as when used in section 162
(relating to trade or business expenses), except that such term shall
not include--

1 Subsection (a) was amended by section 703(j) (8) (A) of Public Law 95-600.
2 See Appendix B.
• Section 1402(b) was amended by Public Law 94-92. and by section 1901(a) (155) (A)

of Public Law 94-455.
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(1) the performance of the functions of a public office, other
than the functions of a public office of a State or a political sub-
division thereof with respect to fees received in any period in
which the functions are performed in a position compensated
solely on a fee basis and in which such functions are not covered
under an agreement entered into by such State and the Secretary
of Health, Education, and Welfare pursuahit to section 218 of
the Social Security Act;

(2) the performance of service by an individual as an em-
ployee, other than-

(A) service described in section 3121(b) (14) (B) per-
formed by an individual who has attained the age of 18,

(B) service described in section 3121(b) (16),
(C) service described in section 3121(b) (11). (12), or

(15) performed in the United States (as defined in section
3121 (e) (2)) by a citizen of the United States.

(D) service described in paragraph (4) of this subsection,
(E) service performed by an individual as an employee

of a State or a political subdivision thereof in a position com-
pensated solely on a fee basis with respect to fees received
in any period in which such service is not covered under an
agreement entered into by such State and the Secretary of
Health, Education, and Welfare pursuant to section 218 of
the Social Security Act, and

(F) service described in section 3121(b) (20) ; I
(3) the performance of service by an individual as an em-

ployee or employee representative as defined in section 3231;
(4) the performance of service by a duly ordained, commis-

sioned, or licensed minister of a church in the exercise of his
ministry or by a member of a religious order in the exercise of
duties required by such order; or

(5) the performance of service by an individual in the exercise
of nis profession as a Christian Science practitioner; or

(6) The performance of service by an individual during the
period for which an exemption under Ation (g) is effective with
respect to him.2

The provisions of paragraph (4) or (5) shall not apply to service
(other than service performed by a member of a religious order who
has taken a vow of poverty as a member of such order) performed by
an individual unless an exemption under subsection (e) is effective
with respect to him.

(d) EMPLOYEE AND WAGEs.-The term "employee" and the term
"wages" shall have the same meaning as when used in chapter 21

* Subparagraph (F) was added by section 1207(e)(1)(B) of P.r& 04-435 efrectve assp8f~d in Mmectron 1207(f) (4) of. that act which Ix printed In this document on page 783.'Paragraph (6) was amended by section 703(J) (8) (B) of Public Law 95-600.
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(sec. 3101 and following, relating to Federal Insurance Contributions
Act).

(e) MIxNxisTEns, M EMBERS OF RELIGIOUS ORDERS, AND CHRISTIAN

SCIENCE PRACTITIONERS 1

(1) EXEMi-rio..-Any individual who is (A) a duly ordained,
commissioned, or licensed minister of a church or a member of a
religious order (other than a member of a religious order who has
taken a vow of poverty as a member of such order) or (B) a
Christian Science practitioner, upon filing an application (in such
form and manner, and with such official, as may be prescribed by
regulations made under this chapter) together with a statement
that either lie is conscientiously opposed to, or because of religious
principles he is opposed to, the acceptance (with respect to services
perfornied by him as such minister, member, or practitioner) of
any public insurance which makes payments in the event of death,
disability, old age, or retirement or makes payments toward ihe
cost of, or provides services for, inedical care (including the bene-
fits of any insurance system established by the Social Security
Act), shall receive an exemption from the tax imposed by this
chapter with respect to services performed by him as such mmlxi-
ister, member, or practitioner. Notwithstanding the preceding
sentence, an exemption ainy not be granted to an individual under
this subsection if lie had filed nn effective waiver certificate under
this section as it was, in effect before its amendment in 1967.

(2) TIME FO.r FILING APPLICATIOX.-Any individual who de-
sires to file an application pursuant to paragraph (1) must file
such application on or before whichever of the following dates
is later: (A) the due date of the return (including any extension
thereof) for the second taxable year for which he has net earn-
ings from self-employment (computed without regard to sub-
sections (c) (.4) and (c) (5) ) of .$400 or more, any part of which
was derived from the performance of service described in sub-
section (c) (4) or (c) (5) ; or (B) the due date of the return
(including any extension thereof) for his second taxable year
ending after 1967.

(3) EFFECTIVE DATE OF EXEM.PToIoN.-An exemption received by
an individual pursuant to this subsection shall be effective for
the first taxable year for which lie has net earnings from self-
employment (computed without regard to subsections (c) (4) and
(c) (5)) of $400 or more, any part of which was derived from
the performance of service described in subsection (c) (4) or (c)
(5), and for all succeeding taxable years. An exemption received
pursuant to this subsection shall be irrevocable.

I See also section 316 of P.L. 95-216 which Is printed in this document on p. 807-808. 0
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(f) PAwrT•En'S TAXABLE YL-R ENDING AS TIlE RESULT OF DEATH.-
* In computing a partner's net earnings froin self-employment for his

taxable year which ends as a result of his death (but only if such
taxable year ends within, and not with, the taxable year of the part-
nership), there shall be included so much of the deceased partner's
distributive share of the partllership's ordinary income or loss for the
partnership taxable year as is not attrilutalble to an interest in the
partl)rship during any period beginning on or after the first (lay
of the first calendar iiolith following the month in which such partner
(lied. For purposes of this subsection-

(1) in determininig the portion of the (listributive share which
is attributable to any period specified in the preceding sentence,
the ordinary income or loss of the partnership shall he treated
as having beuin realized or sustained ratably over the partnership
taxable year; and

(2) the term "deceased partner's (listributive share" includes
the share of his estate or of any other person succeeding, by reason
of his death, to rights with respect to his partnership interest.

(g) MEMBERS OF CERTAIN REmIIOUS F.AITIIS.-'

(1) ExE.%IrPrxO.--Any individual may file an application (in
such form and manner, and with such official, as may be prescribed
by regulations umder this chapter) for an exemption from the tax
imposed by this clh'apter if le is a member of a recognized religious
sect or division thereof and is an adherent of established tenets or
teachings of such sect, or divisioll by reason of which lie is con-
scientiously ol)posed to accept~ance of the benefits of any private
or public insurance which ilmakes paylmients in the event of death,
disability, old-age, or retirement or makes payments toward the
cost of, or provides services for, nledical care (including the bene-
fits of any insurance system established by the Social Security
Act). Such exemption may be granted only if the application
contains or is accompanied by-

(A) such evidence of such individual's membership in, and
adherence to the tenets or teachings of the sect or division
thereof as the Secretary may require for purposes of deter-
mining such individual's compliance with the preceding sen-
tence, and

(B) his waiver of all benefits and other payments under
titles II and XVIII of the Social Security Act on the basis
of his wages and self-employnment income as well as all such
benefits and other payments to him on the basis of the wages
and self-employment income of any other person,

'Subsection (g) formerlyy subsection (h)) was redesignated by section 1901(a) (155)
(B) of Public Law 94-455 which also repealed the former subsection (g).
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and only if the Secretary of Healtth, Education, and Welfare finds
that-

(C) such sect or division thereof has the established tenets
or teachings referred to in the preceding Sentence,

(D) it is the l)ractice, and has been for a period of time
which he deems to be substantial, for members of such sect
or division thereof to make provision for their dependent
members which in his judgment is reasonable in view of their
general level of living, and

(E) such sect or division thereof has been in existence at
all times since 1)ecember 31, 19)50.

An exemption may not be granted to any individual if any benefit
or other payment referred to in subparagraph (B) became pay-
able (or, but for Eection 20:3 or 222(b) of the Social Security Act,
would have become payable) at or before the time of the filing of
such waiver.

(2) TIME FOR FILING APrLICATIONs.-For purposes of this sub-
section, an application must be filed on or before the time pre-
scribed for filing the return (including any extension thereof) for
the first taxable year for which the individual has self-employment
income (determined without regard to this subsection or subsec-
tion (c) (6)), except that an application filed after such date
but on or before the last day of the third calendar month following
the calendar nionth in which the taxpayer is first notified in writ-
ing by the Secretary that a timely application for an exemption
from the tax imposed by this chapter has not been filed by him
shall be deemed to be filed timely.1

(3) PERIOD FOR WHIIJI EXEMIPTION EFFE('TIVE..-Ai exemption
granted to any individual pulrsuant to this subsection shall apply
with respect to all taxable years beginning after December 31,
1950, except that such exemption shall not apply for any taxable
year-

(A) beginning (i) before the taxaide year in which such
individual firlt met the requirements of the first sentence of
paragraph (1), or (ii) before the time as of whiwh the Sec-
retary of Health, IEdlulcation, and Welfare finds that the sect
or division thereof of which such individual is a member ict
the requirements of subparagraphs (C) and (1)), or

(B) ending (i) after the time such individual ceases to
nieet the requirements of the first sentence of paragraph (1),
or (ii) after the time as of which the Secretary of Health,
Education, and WIelfare finds that the sect or division thereof

1 Paragraph (2) was amended by section 1901(a) (155) (C) of Public Law 94-455.
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of which he is a member ceases to meet the requirements of
subparagraph (C) or (1)).

(4) APPLICATION BY FIDUCIARIES On sui:vivoWRs.-In any case
where ain individual who has self-employment income dies before
the expiration of the time prescribed by paragraph (2) for filing
an application for exemption plursutant to this subsection, such an

application may be filed with respect to such individual within
such time by a fiduciary acting for such individual's estate or by
such individual's survivor (within the meaning of section 205(c)
(1) (C) of the Social Security Act).

Regular Basis

(h) An individual shall be deemed to be self-employed on a regu-
lar basis in a taxable year, or to be a member of a partnership on a
regular basis in such year, if he had net earnings from self-employ-
ment, as defined in the first sentence of subsection (a), of not less than
$400 in at least two of the three consecutive taxable years immediately
preceding such taxable year from trades or businesses carried oin by
such individual or such partnership.'

SEC. 1403. MISCELLANEOUS PROVISIONS.
(a) TITLE OF CIIAP-r:r..-ThiIs chapter linay be cited as the "Self-

* Llnl)loylmlelmt (Volltrihitliolls Act of 1951".
(b) Cn(oSs sRlmlEl:xcl.-

(1) For provisions relating to returns, see section 6017.
(2) For provisions relating to collection of taxes in Virgin

Islands, Guam, Aktierican Samoa, and Puerto Rico, see sec-
tion 7651.

(3) For provisions relating to declaration of estimated tax
on self-employment income, see section 6015.

SUBTITLE C--EMPLOYMENT TAXES
Chapter 21. Federal insurance contributions act.
Chapter 22. Railroad retirement tax act.
Chapter 23. Federal unemployment tax act.
Chapter 24. Collection of income tax at source on wages.
Chapter 25. General provisions relating to employment taxes.

CHAPTER 21-FEDERAL INSURANCE
CONTRIBUTIONS ACT

Subchapter A. Tax on employees.
Subchapter B. Tax on employers.
Subchapter C. General provisions.

I Subsection (h) (formerly subsection (1?) was redesignated by section 1901(a) (155) (B)
'dh of Public Law 94-455.
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SUBCHAPTER A-TAX ON EMPLOYEES

SEC. 3101. RATE OF TAX."
(a) OLD-AGE, SURVIVORS, AND DISABILrrY LNSURANCE.-In addition

to other taxes, there. is hereby imposed on the income of every indi-
vidual a tax equal to the following percentages of the wages (as defined
in section 3121(a)) received by him with respect to employnient (as
defined in action 3121 (b))--

(1) with respect to wages received during the calendar years
1974 through 1977, the rate shall be 4.95 percent;

(2) with respect to wages received during the calendar year
1978, the rate shall be 5.05 percent;

(3) with respect to wages received during the calendar years
1979 and 1980, the rate shall be 5.08 percent;

(4) with respect to wages received during the calendar year
1981, the rate shall be 5.35 percent;

(5) with respect to wages received during the calendar years
1982 through 1984, the rate shall be 5.40 percent;

(6) with respect to wages received during the calendar years
1985 through 1989, the rate shall be 5.70 percent; and

(7) with respect to wages received after December 31, 1989,
the rate shall be 6.20 percent.2

(b) HOSPITAL INSUIRANCE.--In addition to the tax imposed by the
preceding subsection, there is hereby imposed on the income of #very
individual a tax equal to the following percentages of the wages (as
defied in section 3121 (a) ) received by him with respect to employ-
mnr~nt (as defined in section 3121 (h) )-

(1) with respect to wages received during the calendar vear.s
1974 through 1977. the rate shall be 0.90 percent:

(2) with respect to wages received during the calendar year
1978, the rate shall be 1.00 percent;

(3) with respect to wages received during the calendar years
1979 and 1980, the rate shall be 1.05 percent;

(4) with respect to wages received during the calendar years
1981 through 1984, the rate shall be 1.30 percent;

(5) with respect to wages received during the calendar year
1985, the rate shall be 1.35 percent : and

(6) with respect to wages received after December 31. 1985.
the rate shall be 1.45 percent.3

(c) RELI. EF F o T.%ixs, \- CAUSES COVEIZED BY CERTAIN INTERN.A-
TIONAL AGREEMENTrs.-During any period in which there is in effect an
agreement entered into pursuant to section 233 of the Social Security

I Section 3101 was amended by section 1908(a) (1) of P.'. 94-455.
'Subsection (a) was amended by section 151(a) (1) of P.L. 95-216.
2Subsection (b) was amended by section 101(b) (1) of P.L. 95-216.
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Act with any foreign country, wages received by or paid to an individ-
* ual shall be exempt from the taxes imposed by' this section to the

extent that such wages are subject under such agreement to taxes or
contributions for similar purposes under the social security system
of such foreign country.,

SEC. 3102. DEDUCTION OF TAX FROM WAGES.
(a) REQvIRE•M.vT.-The tax imposed by section 3101 shall be col-

lected by the employer of the taxpayer, by deducting the amount of
the tax from the wages as and when paid. An employer who in any
calendar quarter pays to an employee cash remuneration to which
paragraph (7) (B) of section 3121(a) is applicable may deduct an
amount equivalent to such tax from any such payment of remunera-
tion, even though at the time of payment the total amount of such
remuneration paid to the employee by the employer in the calendar
quarter is less than $50; and an employer who in any calendar year
pays to an employee cash remuneration to which paragraph (7) (C) or
(10) of section 3121 (a) is applicable may deduct an amount equivalent
to such tax from any such payment of remuneration, even though at the
time of payment the total amount of such remuneration paid to the em-
ployee by the employer in the calendar year is less than $100; and an
employer who in any calendar year pays to an employee cash remunera-
tion to which paragraph (8) (B) of section 3121 (a) is applicable may
deduct an amount equivalent to such tax from any such payment of
remuneration, even though at the time of payment the total amount of
such remuneration paid to the employee by the employer in the calen-
dar year is less than $150 and the employee has not performed agricul-
tural labor for the employer on 20 days or more in the calendar year for
cash remuneration computed on a time basis; and an employer who is
furnished by an employee a written statement of tips (received in a
calendar month) pursuant to section 6053 (a) to which paragraph (12)
(B) of section 3121 (a) is applicable may deduct an amount equivalent
to such tax with respect to such tips from any wages of the employee
(exclusive of tips) under his control, even though at the time such
statement is furnished the total amount of the tips included in state-
ments furnished to the employer as having been received by the em-
ployee in such calendar month in the course of his employment by such
employer is less than $20.2

(b) INDEMNIFICATION OF EmpLOrn.-Every employer required so
to deduct the tax shall be liable for the payment of such tax, and shall
be indemnified against the claims and demands of any person for the
amount of any such payment made by such employer.

(c) SPECIAL RULE FOR TIPS.-
(1) In the case of tips which constitute wages, subsection (a)

shall be applicable only to such tips as are included in a written
SSubsectlon (c) was added by section 317(b) (2) of P.L. 95-21&.2 Subsection (a) was amended by section 355(a) of P.L 95-216.
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statement furnished to the employer pursuant to section 6053(a)
and only to the extent that collection can be made by the employer.
at or after the time such statement is so furnished and before the
close of the 10th day following calendar month (or, if para-
graph (3) applies, the 30th (lay following the year) in which
the tips were deemed paid, by deducting the amount of the tax
from such wages of the employee (excluding tips, but including
funds turned over by the employee to the employer pursuant to
paragraph (2)) as are under control of the employer.

(2) If the tax imposed by section 3101, with respect to tips
which are included in written statements furnished in any month
to the employer pursuant to section 6053(a), exceeds the wages
of the employee (excluding tips) from which the employer is re-
quired to collect the tax tinder paragraph (1), the employee may
furnish to the employer on or before the 10th day of the following
month (or, if paragraph (3) applies, on or before the 30th day of
the following year) an amomnt of money eqtual to the amount
of the excess.

(3) The Secretary may, under regulations prescribed by him,
authorize employers--

(A) to estimate the amount of tips that will be reported
by the employee pursllant to section 6053(a) in any calendar
year,

(B) to determine the amount to be deducted upon each
payment of wages (exclusive of tips) during such year as
if the tips so estimated constituted the actual tips so reported,
and

(C) to deduct upon any paynient of wages (other than
tips, but including funds turned over by the employee to the
employer purisuiant to paragraph (2)) to such employee dur-
ing such year (and within 30 (lays thereafter) such amount
as may be necessary to adjust the amount actually deducted
upon such wages of the employee during the year to the
amount required to be deducted in respect of tips included in
written statements furnished to the employer during the
year.

(4) If the tax imposed by section :3101 with respect to tips
which constitute wages exceeds the portion of such tax which can
be collected by the employer from the wages of the employee pur-
suant to paragraph (1) or paragraph (3), such excess shall be

paid by the employee.,

SUBCHAPTER B-TAX ON EMPLOYERS

'Subsection (c) was amended by section 355(b) of P.L. 95-216.
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SEC. 3111. RATE OF TAX.'
S(a) OWz-AGE, SunvIVons, AND DIs.uiILIT" INSURANCE.-In addition
to other taxes, there is hereby imposed on every employer an excise
tax, with respect to having individuals in his employ, equal to the
following percentages of the wages (as defined in section 3121 (a) and
(t)) paid by him with respect. to eml)loyment (as defined in section
3121(b))-

(1) with respect to wages paid during the calendar years
1974 through 1977, the rate shall be 4.95 percent ;

(2) with respect to wages paid during the calendar year 1978,
the rate shall be 5.05 percent;

(3) with respect to wages paid during the calendar years
1979 and 1980, the rate shall be 5.08 percent;:

(4) with respect to wages paid during the calendar year 1981,
the rate shall be 5.35 percent;

(5) with respect to wages paid during the calendar years 1982
through 1984. the rate shall by 5.40 percent;

(6) with respect to wages paid during the calendar years 1985
through 1989, the rate shall be 5.71) percent : and

(7) with respect to wages paid after l)ecember 31, 1989, the rate
shall be 6.20 percent.2

(b) HOSPITA.L INSURANCE.-In addition to the tax imposed by the
*preceding subsection, there is hereby imposed on every employer an

excise tax, with respect to having individuals in his employ, equal to
the following percentages of the wages (as defined in section 3121 (a)
and (t)) paid b)y him with respect to employment (as defined in section
3121(b))-

(1) with respect to wages paid during the calendar years 1974
through 1977, the rate shall be 0.90 percent:

(2) with respect to wages paid during the calendar year 1978,
the rate shall be 1.00 percent:

(3) with respect to wages paid during the calendar years 1979
and 1980, the rate shall be 1.05 percent;

(4) with respect to wages paid during the calendar years 1981
through 1984, the rate shall be 1.30 percent:

(5) with respect. to wages paid during the calendar year 1985.
the rate shall be 1.35 percent; and

(6) with respect to wages paid after I)eeember 31. 1985. the
rate shall lýe 1.5 percent.,

(c) RE-LI:F FjtlM lAXES IX ('ASEs ('o01REID BY ('ERTAIN I-NTERNA-
TIOINAL AGREEMENTs.-During any period in which there is in effect an
agreement entered into pursuant to section 233 of the Social Security
Act with any foreign country, wages received by or paid to an individ-

S I Section 3111 upis amended by section 1903(a) (1) of P.L. 94-455.
*Subsection (a) was amended by sections 101 (a) (2) and 315(b) of P.L. 95-21&2 Subsection (b) *as amended by sections 101(b)(2) and 315(b) of P.L 95-216.
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ual shall be exempt from the taxes imposed by this section to the
extent that such wages are subject under such agreement to taxes or
contributions for similar purposes under the social security system
of such foreign country.1

SEC. 3112. INSTRUMENTALITIES OF THE UNITED STATES.
Notwithstanding any other provision of law (whether enacted

before or after the enactment of this section) which grants to any
instrumentality of the United States an exemption from taxation,
such instrumentality shall not be exempt from the tax imposed by
section 3111 unless such other provision of law grants a specific exemp-
tion, by reference to section 3111 (or the corresponding section of
prior law), from the tax imposed by such section.

SEC. 3113, [Repealed] 2

SUBCHAPTER C-GENERAL PROVISIONS
Page'

Sec. 3121. Definitions --------------------------------------------- 58
Sec. 3122. Federal service --------------------------------------- 615-A
Sec. 3123. Reductions as constructive payments ------------------------ 616
Sec. 3124. Estimate of revenue reduction ----------------------------- 616
Sec. 3125. Returns in the case of governmental employees in Guam,

American Samoa, and the District of Columbia ------------ 616
Sec. 3126. Short title -------------------------------------------- 617

SEC. 3121. DEFINITIONS.
(a) WAGEs.-For purposes of this chapter, the term "wages" means

all remuneration for employment, including the cash value of all
remuneration paid in any medium other than cash; except that such
term shall not include-

(1) that part of the remuneration which, after remuneration
(other than remuneration referred to in the succeeding paragraphs
of this subsection) equal to the contribution and benefit ba . (as
determined under section 230 of the Social Security Act) with
respect to employment has been paid to an individual by an em-
ployer during the calendar year with respect to which such con-
tribution and benefit base is effective, is paid to such individual
by such employer during such calendar year. If an employer
(hereinafter referred to as successor employer) during any
calendar year acquires substantially all the property used in a
trade or business of another employer (hereinafter referred to as
"a predecessor), or used in a separate unit of a trade or business of
"a predecessor, and immediately after the acquisition eniploys in
his trade or business an individual who immediately prior to the
acquisition was employed in the trade or business of such prede-

I Subsection (c) was added by section 317(b) (2) of .RL 95-216.
'Section 3113 was repealed by section 1903(a) (2) of L.R 94-455.
'Page reference do not appear iv the law.
'See Appendiz B.
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cessor, then, for the purpose of determining whether the successor
employer has paid remuneration (other than remuneration re-
ferred to in the succeeding paragraphs of this subsection) with
respect to employment equal to the contribution and benefit base I
(as determined under section 230 of the Social Security Act) to
such individual during such calendar year, any remuneration
(other than renumeration referred to in the succeeding paragraphs
of this subsection) with respect to employment paid (or consid-
ered under this paragraph as having been paid) to such individual
by such predecessor during such calendar year and prior to such
acquisition shall be considered as having been paid by such suc-
cessor employer;

(2) the amount of any payment (including any amount paid by
an employer for insurance or annuities, or into a fund, to provide
for any such payment) made to, or on behalf of, an employee or
any of his dependents under a plan or system established by ati
employer which makes provision for his employees generally (or
for his employees generally and their dependents) or for a class
or classes of his employees (or for a class or classes of his em-
ployees and their dependents), on account of-

(A) retirement, or
(B) sickness or accident disability, or
(C) medical or hospitalization expenses in connection with

sickness or accident disability, or
(D) death;

(3) any payment made to an employee (including any amount
paid by an employer for insurance or annuities, or into a fund, to
provide for any such payment) on account of retirement;

(4) any payment on account of sickness or accident disability,
or medical or hospitalization expenses in connection with sick-
ness or accident disability, made by an employer to, or on behalf
of, an employee after the expiration of 6 calendar months follow-
ing the last calendar month in which the employee worked for
such employer;

(5) any payment made to, or on behalf of, an employee or his
beneficiary-

(A) from or to a trust described in section 401(a) which is
exempt from tax under section 501 (a) at the time of such
payment unless such payment is made to an employee of the
trust as remuneration for services rendered as such employee
and not as a beneficiary of the trust,

(B) under or to an annuity plan which, at the time of such
payment, is a plan described in section 403 (a),

(C) under or to a bond purchase plan which, at the time
of such payment, is a qualified bond purchase plan described
in section 405(a), or
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(D) under a simplified employee pension if, at the time of
the payment, it is reasonable to believe that the employee
will be entitled to a deduction under section 219 for such
payment; 1

'Subpar. (D) was added by see. 101 of P.L. 96-222.
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(6) the payment by an employer (without deduction from the
remuneration of the employee)-

(A) of the tax imposed upon an employee under section
3101 (or the corresponding section of prior law), or

(B) of any payment required from an employee under a
State unemployment compensation law;

(7) (A) remuneration paid in any medium other than cash to ar
employee for service not in the course of the employer's trade or
business or for domestic service in a private home of the employer;

(B) cash remuneration paid by an employer in any calendar
quarter to an employee for domestic service in a private home of
the employer, if the cash remuneration paid in such quarter by
the employer to the employee for such service is less than $50. As
used in this subparagraph, the term "domestic service in a private
home of the employer," does not include service described in sub-
section (g) (5) ;

(C) cash remuneration paid by an employer in any calendar
year to an employee for service not in the course of the em-
ployer's trade or business, if the cash remuneration paid in such
year by the employer to the employee for such service is les-s
than $100. As used in this subparagraph, the terim "service not in
the course of the employer's trade or business" does not include
domestic service in a private home of the employer and does not
include service described in subsection (g) (5) ;-

(8) (A) remuneration paid in any medium other than cash for
agricultural labor;

(B) cash remuneration paid by an employer in any calendar
year to an employee for agricultural labor unless (i) the cash
remuneration paid in such year by the employer to the employee
for such labor is $150 or more, or (ii) the employee performs
agricultural labor for the employer on 20 days or more during
such year for cash remuneration computed on a time basis;

(9) any payment (other than vacation or sick pay) made to
an employee after the month in which he attains age 62, if such
employee did not work for the employer in the period for which
such payment is made; 2

(10) remuneration paid by an employer in any calendar year
to an employee for service described in subsection (d) (3) (C)
(relating to home workers), if the cash remuneration paid in such
year by the employer to the employee for such service is leIs
than $100; 3

(11) remuneration paid to or on behalf of an employee if (and
to the extent that) at the time of the payment of such remunera-

t Rubparagraph (C) was amended by see. 356(a) of P.L. 95-216.
2 Paragraph (9) was amended by section 104(l) of Public Law 92-603 effective with

respect to payments after 1974.
2 Paragraph (10) was amended by section 356(a) of P.L 95-216.
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tion it is reasonable to believe that a corresponding deduction is
allowable under section 217;

(12) (A) tips paid in any medium other than cash;
(B) cash tips received by an employee in any calendar month

in the course of his employment by an employer unless the amount
of such cash tips is $20 or more;

(13) any payment or series of payments by an employer to an
employee or any of his dependents which is paid-

(A) upon or after the termination of an employee's em-
ployment relationship because of (i) death, (ii) retirement
for disability, or (iii) retirement after attaining an age spec-
ified in the plan referred to in subparagraph (B) or in a pen-
sion plan of the employer, and

(B) under a plan established by the employer which makes
provision for his employees generally or a class or classes of
his employees (or for such employees or class or classes of
employees and their dependents),

other than any such payment or series of payments which would
have been paid if the employee's employment relationship had
not been so terminated;

(14) any payment made by an employer to a survivor or the
estate of a former employee after the calendar year in which such
employee died;

(15) any payment made by an employer to an employee, if at
the time such payment is made such employee is entitled to disa-
bility insurance benefits under section 223(a) of the Social Se-
curity Act and such entitlement commenced prior to the calendar
year in which such payment is made, and if such employee did not
perform any services for such employer during the period for
which such payment is made;

(16) remuneration paid( by an organization exempt from in-
come tax under section 501(a) (other than an organization de-
scribed in section 401(a)) or under section 521 in any calendar
year to an employee for service rendered in the employ of such
organization. if the remuneration paid in such year by the orga-
nization to the employee for such service is less than $100; or I

(17) any contribution, payment, or service provided by an
employer which may be excluded from the gross income of an
employee, his spouse, or his dependents, under the provisions of
section 120 (relating to amounts received under qualified group
legal services plans).-

'Paragraph (16) was added by section 356(b) of P.L. 95-216.
* Paragraph (17) was added by section 3(b) of Public lAw 95-472. ,ffectlve for taxable

years iwgianing after December 31. 1976.
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(b) ExPLOYMExT.-For purposes of this chapter, the term "em-
ployment" means any service, of whatever nature, performed either
(A) by an emplovep for the person employing him, irrespective of the
citizenship or residence of either, (i) within the United States, or (ii)
on or in connection with an American vessel or American aircraft
under a contract of service which is entered into within the United
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States or during the performance of which and while the employee is
employed on the vessel or aircraft it touches at a port in the United
States, if the employee is employed on and in connection with such
vessel or aircraft when outside the United States, or (B) outside the
United States by a citizen of the United States as an employee for an
American employer (as defined in suiection (it)) ; except that such
term shall not include-'

(1) service performed by foreign agricultural workers (A)
under contracts entered into in accordance with title V of the
Agricultural Act of 1949, as amended (7 U.S.C. 1461-1468), or
(B) lawfully admitted to the United States front the Bahamas,
Jamaica. and the other British West Indies, or from any other
foreign country or possession thereof, on a temporary basis to
perform agricultural labor; '

(2) domestic service performed in a local college club, or local
chapter of a college fraternity or sorority, by a student who is
enrolled and is regularly attending classes at a school, college, or
university;

(3) (A) service performed by an individual in the employ of
his spouse, and service performed by a child under the aige of 21
in the employ of his father or mother;

(B) service not in the course of the employer's trade or busi-
ness, or domestic service in a private home of the employer, per-
"formed by an individual in the employ of his son or daughter;
except that the provisions of this subparagraph shall not be
applicable to such domestic service if-

(i) the ei,,tloyer is a surviving spouse or a divorced indi-
vidual and has not remarried, or has a spouse living in the
home who has a mental or physical condition which results
in such spouse's being incapable of caring for a son, daughter,
stepson, or stepdaughter (referred to in clause (ii)) for at
least 4 continuous weeks in the calendar quarter in which the
service is rendered, and

(ii) a son, daughter. stepson, or stepdaughter of such em-
ployer is living in the home. and

(iii) the son. daughter, stepson, or stepdaughter (referred
to in clause (ii)) has not attained age 18 or has a mental
or physical condition which requires the personal care and
supervision of an adult for at least 4 continuous weeks in
the calendar quarter in which the service is rendered;

'Subsection (b) and paragraph (1) of subsection (b) were amended by section 1903(a)
"3) of P.& 94-455.

589I



IRC See. 3121(b) 590

(4) service performed by an individual on or in connection
with a vessel not an American vessel, or on or in connection with
an aircraft not an American aircraft, if (A) the individual is
employed on and in connection with such vessel or aircraft,
when outside the United States and (B) (i) such individual is not
a citizen of the United States or (ii) the employer is not an
American z•mployer:

(5) service performed in the employ of any instrumentality
of the United States, if such instrumentality is exempt from the

tax imposed by section 3111 by virtue of any provision of law

which specifically refers to such section (or the corresponding
section of prior law) in granting such exemption;

(6) (A) service performed in the employ of the United States
or in the employ of any instrumentality of the United States, if

such service is covered by a retirement system established by a law

of the United States;
(B) service performed by an individual in the employ of an

instrumentality of the United States if such an instrumentality
was exempt from the tax imposed by section 1410 of the Internal

Revenue Code of 1939 on December 31, 1950, and if such service

is covered by a retirement system established by such instrumen-

tality; except that the provisions of this subparagraph shall not be

applicable to-
(i) service performed in the employ of a corporation which

is wholly owned by the United States;
(ii) service performed in the employ of a Federal land

bank, a Federal intermediate credit bank, a bank for coop-

eratives, a Federal land bank association, a production credit

association, a Federal Reserve Bank, a Federal Home Loan

Bank, or a Federal Credit Union;
(iii) service performed in the employ of a State, county,

or community committee under the Commodity Stabilization

Service;
(iv) service performed by a civilian employee, not com-

pensated from funds appropriated by the Congress, in the

Army and Air Force Exchange Service, Army and-Air Force-

Motion Picture Service, Navy Exchanges, Marine Corps Ex-

changes, or other activities, conducted by an instrumentality

of the United States subject to the jurisdiction of the Secre-

tary of Defense, at installations of the Department of De-

fense for the comfort, pleasure, contentment, and mental and

physical improvement of personnel of such Department; or
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(v) service performed by a civilian employee, not compen-
sated from funds appropriated by the Congress, in the Coast
Guard Exchanges or other activities, conducted by an instru-
mentality of the United States subject to the jurisdiction of
the Secretary of Transportation, at installations of the Coast
Guard for the comfort, pleasure, contentment, and mental
and physical improvement of personnel of the Coast
Guard; -

(C) service performed in the employ of the United States or
in the employ of any instrumentality of the United States, if such
service is performed-

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

(ii) in the legislative branch;
(iii) in a penal institution of the United States by an

inmate thereof;
(iv) by any individual as an employee included under sec-

tion 5351(2) of title 5, United States Code (relating to cer-
tain interns, student nurses, and other student employees of
hospitals of the Federal Government), other than as a medi-
cal or dental intern or a medical or dental resident in
training;

(v) by any individual as an employee serving on a tempo-
rary basis in case of fire, storm, earthquake, flood, or other
similar emergency; or

(vi) by any individual to whom subchapter III of chapter
83 of title 5, United States Code, does not tpply because
such individual is subject to another retirement system (other
than the retirement system of the Tennessee Valley Author-
ity) ;

(7) service performed in the employ of a State, or any politi-
cal subdivision thereof, or any instrumentality of any one more
of the foregoing which is wholly owned thereby, except that this
paragraph shall not apply in the case of-

(A) service which, under subsection (j), constitutes cov-
ered transportation service,

(B) service in the employ of the Government of Guam
or the Government of American Samoa or any political sub-
division thereof, or of any instrumentality of any one or

'Clau (v) was amended by section 1903(a) (3) (C) of P.L. 94-455.
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more of the foregoing which is wholly owned thereby, per-
formed by an officer or employee thereof (including a mem-
ber of the legislature of any such Government or political
subdivision), and, for purposes of this title with respect to
the taxes imposed by this chapter-

(i) any person whose service as such an officer or em-
ployee is not covered by a retirement system established
by a law of the United States shall not, with respect to
such service, be regarded as an employee of the United
States or any agency or instrumentality thereof, and

(ii) the remuneration for service described in clause
(i) (including fees paid to a public official) shall be
deemed to have been paid by the Government of Guam
or the Government of American Samoa or by a political
subdivision thereof or an instrumentality of any one or
more of the forgoing which is wholly owned thereby,
whichever is appropriate,

(C) service performed in the employ of the District of
Columbia or any instrumentality which is wholly owned
thereby, if such service is not covered by a retirement system
established by a law of the United States; except that the
provisions of this subparagraph shall not be applicable to
service performed-

(i) in a hospital or penal institution by a patient or
inmate thereof;

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

(iii) by an individual as an employee serving on a
temporary basis in case of fire, storm, snow, earthquake,
flood or other similar emergency; or

(iv) by a member of a board, committee, or council of
the District of Columbia, paid on a per diem, meeting, or
other fee basis, or

(D) service performed in the employ of the Government
of Guam (or any instrumentality which is wholly owned by
such Government) by an employee properly classified as a
temporary or intermittent employee, if such service is not
covered by a retirement system established by a law of Guam;

592



IRC See. 3121(b)

except that (i) the provisions of this subparagraph shall not
ba. applicable to services performed by an elected official or a
member of the legislature or in a hospital or penal institution
by a patient or inmate thereof, and (ii) for purposes of this
subparagraph, clauses (i) and (ii) of subparagraph (B)
shall apply;

(8) (A) service performed by a duly ordained, commissioned,
or licensed minister of a church in the exercise of his ministry or
by a member of a religious order in the exercise of duties required
by such order, except that this subparagraph shall not apply to
service performed by a member of such an order in the exercise
of such duties, if an election of coverage under section 3121 (r)
of the Internal Revenue Code of 1954 is in effect with respect to
such order, or with respect to the autonomous subdivision thereof
to which such member belongs;

(B) service performed in the employ of a religious, charitable,
educational, or other organization described in section 501 (c) (3)
which is exempt from income -tax under section 501 (a), but this
subparagraph shall not apply to service performed during the
period for which a certificate, filed pursuant to subsection (k)
(or the corresponding subsection of prior law) or deemed to
have been so filed under paragraph (4) or (5) of such subsection.
is in effect if such service is performed by an employee-

(i) whose signature appears on the list filed (or deemed
to have been filed) by such organization under subsection
(k) (or the corresponding subsection of prior law),

(ii) who became an employee of such organization after
the calendar quarter in which the certificate (other than a
certificate referred to in clause (iii) was filed (or deemed
to have been filed), or

(iii) who, after the calendar quarter in which the certifi-
cate was filed (or deemed to have been filed) with respect to
a group described in section 3121(k) (1) (E), became a mem-
ber of such group,

except that this subparagraph shall apply with respect to service
performed by an employee as a member of a group described in
section 3121(k) (1) (E) with respect to which no certificate is (or
is deemed to be) in effect; 1

(9) service performed by an individual as an employee or em-
ployee representative as defined in section 3231;

1 Subparagraph (B) was amended by section 1(b) of P.L. 94-56&.
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(10) service performed in the employ of-
(A) a school, college, or university, or
(B) an organization described in section 509(a) (3) if the

organization is organized, and at all times thereafter is oper-
ated, exclusively for the benefit of, to perform the functions
of, or to carry out the purposes of a school, college, or univer-
sity and is operated, supervised, or controlled by or in con-
nection with suchl school, college, or university, unless it is a
school, college, or university of a State or a political sub-
division thereof and the services performed in its employ by
a student referred to in section 218(c) (5) of the Social
Security Act are covered under the agreement between the
Secretary of Health, Education, and Welfare and such State
entered into pursuant to section 218 of such Act:

if such service is performed by a student who is enrolled and
regularly attending classes at such school, college, or university; I

(11) service performed in the employ of a foreign government
(including service as a consular or other officer or employee or a
nondiplomatic representative);

(12) service performed in the employ of an instrumentality
wholly owned by a foreign government-

(A) if the service is of a character similar to that per-
formed in foreign countries by employees of the United States
Government or of an instrumentality thereof; and

(B) if the Secretary of State, shall certify to the Secre-
tary of the Treasury that the foreign government, with re-
spect to whose instrumentality and employees thereof exemp-
tion is claimed, grants an equivalent exemption with respect
to similar service performed in the foreign country by em-
ployees of the United States Government and of instrumen-
talities thereof; 2

(13) service performed as a student nurse in the employ of a
hospital or a nurses' training school by an individual who is en-
rolled and is regularly attending classes in a nurses' training
school chartered or approved pursuant to State law;

(14) (A) service performed by an individual under the age of
18 in the delivery or distribution of newspapers or shopping
news, not including delivery or distribution to any point for sub-
sequent delivery or distribution;

1 Paragraph (10) was amended by section 356(c) of P.I. 95-21&
SSubparagraph (B) was amended by section 1906(b) (13) (C) of P.L. .94-455.
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(B) service performed by an individual in, and at the time of,
the sale of newspapers or magazines to ultimate consumers, under
an arrangement under which the newspapers or magazines are to
be sold by him at a fixed price, his compensation being based on
the retention of the excess of such price over the amount at which
the newspapers or magazines are charged to him, whether or not
he is guaranteed a minimum amount of compensation for such
service, or is entitled to be credited with the unsold newspapers
or magazines turned back;

(15) service performed in the employ of an international
organization;

(16) service performed by an individual under an arrangement
with the owner or tenant of land pursuant to which-

(A) such individual umdertbkes to produce agricultural
or horticultural commodities (including livestock, bees, poul-
try, and fur-bearing animals and wildlife) on such land,

(B) the agricultural or horticultural commodities pro-
duced by such individual, or the proceeds therefrom, are to
be divided between such individual and such owner or tenant,
and

(C) the amount of such individual's share depends on the
amount of the agricultural or horticultural commodities
produced;

(17) service in the employ of any organization which is per-
formed (A) in any year during any part of which such organi-
zation is registered, or there is in effect a final order of the Sub-
versive Activities Control Board requiring such organization to
register, under the Internal Security Act of 1950, as amended, as
a Communist-action organization, a Communist-front organiza-
tion, or a Communist-infiltrated organization, and (B) after June
30. 1956;1

(18) service performed in Guam by a resident of the Republic
of the Philippines while in Guam on a temporary basis as a non-
immigrant alien admitted to Guam pursuant to section 101(a)
(15) (H) (ii) of the Immigration and Nationality Act (8 U.S.C.
1101(a) (15) (H) (ii)) ;

(19) service which is performed by a nonresident alien indi-
vidual for the period he is temporarily present in the United
States as a nonimmigrant under subparagraph (F) or (J) of sec-
tion 101(a) (15) of the Immigration and Nationality Act, as
amended, and which is performed to carry out the purpose speci-
fied in subparagraph (F) or (J), as the case may be; or

I Paragraph (17) was amended by section 356(d) of P.L& 95-216.
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(20) service performed by an individual on a boat engaged in
catching fish or other forms of aquatic animal life under an ar-
rangement with the owner or operator of such boat pursuant to
which-

(A) such individual does not receive any cash remunera-
tion (other than as provided in subparagraph (B)),

(B) such individual receives a share of the boat's (or
the boats' in the case of a fishing operation involving more
than one boat) catch of fish or other forms of aquatic animal
life or a share of the proceeds from the sale of such catch,
and

(C) the amount of such individual's share depends on
the amount of the boat's (or the boats' in the case of a fishing
operation involving more than one boat) catch of fish or other
forms of aquatic animal life,

but only if the operating crew of such Loat (or each boat from
which the individual receives a share in the case of a fishing opera-
tion involving more than one boat) is normally made up of fewer
than 10 individuals.1

(c) INCLUDED AXN EXCLUDED SERvIcE.-For purposes of this chap-
ter, if the services performed during one-half or more of any pay
period by an employee for the person employing him constitute em-
ployment, all the services of such employee for such period shall be
deemed to be employment; but if the services performed during more
than one-half of any such pay period by an employee for the person
employing him do not constitute employment, then none of the services
of such employee for such period shall be deemed to be employment.
As used in this subsection, the term "pay period" means a period (of
not more than 31 consecutive days) for which a payment of remunera-
tion is ordinarily made to the employee by the person employing him.
This subsection shall not be applicable with respect to services per-
formed in a pay period by an employee for the person employing him,
where any of such service is excepted by subsection (b) (9).

(d) ExPLOiTE.-For purposes of this chapter, the term "employee"
means-

(1) any officer of a corporation; or
(2) any individual who, under the usual common law rules ap-

plicable in determining the employer-employee relationship, has
the status of an employee; or

1 Paragraph (20) was added by section 1207(e) (A) of Public Law 94-455 effective
an specified In section 1207(f) (4) of that act which In printed in this document on page
783.
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(3) any individual (other than an individual who is an em-
ployee under paragraph (1) or (2)) who performs services for
remuneration for any person-

(A) as an agent-driver or commission-driver engaged in
distributing meat products, vegetable products, fruit prod-
ucts, bakery products, beverages (other than milk), or laun-
dry or dry-cleaning services, for his principal;

(B) as a full-time life insurance salesman;
(C) as a home worker performing work, according to

specifications furnished by the person for whom the services
are performed, on materials or goods furnished by such per-
son which are required to be returned to such person or a
person designated by him; or

(D) as a traveling or city salesman, other than as an
agent-driver or commission-driver, engaged upon a full-time

basis in the solicitation on behalf of, and the transmission to,
his principal (except for side-line sales activities on behalf of
some other person) of orders from wholesalers, retailers, con-
tractors, or operators of hotels, restaurants, or other similar
establishments for merchandise for resale or supplies for use
in their business operations;

if the contract of service contemplates that substantially all of
such services are to be performed personally by such individual;
except that an individual shall not be included in the term "em-
ployee" under the provisions of this paragraph if such individual
has a substantial investment in facilities used in connection with
the performance of such services (other than in facilities for
transportation), or if the services are in the nature of a single
transaction not part of a continuing relationship with the person
for whom the services are performed.

(e) STATE, UNITED STATES, AND CITzZEN.-For purposes of this
chapter-

(1) STATE.--The term "State" includes the District of Colum-
bia, the Commonwealth of Puerto Rico, the Virgin Islands,
Guam, and American Samoa.

(2) UnrrW STATE8.-Tho term "United States" when used in
a geographical sense includes the Commonwealth of Puerto Rico,
the Virgin Islands, Guam, and American Samoa.

An individual who is a citizen of the Commonwealth of Puerto Rico
(but not otherwise a citizen of the United States) shall be considered,
for purposes of this section, as a citizen of the United States.
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(f) AMERICAN VESSEL AND AIRcRArr.-For purposes of this chap-
ter, the term "American vessel" means any vessel documented or
numbered under the laws of the United States; and includes any vessel
which is neither documented or numbered under the laws of the
United States nor documented under the laws of any foreign country,
if its crew is employed solely by one or more citizens or residents of
the United States or corporations organized under the laws of the
United States or of any State; and the term "American aircraft"
mean an aircraft registered under the laws of the United States.

(g) AoICULTURAL Luon.-For purposes of this chapter, the term
"agricultural labor" ii;cludes all service performed-

(1) on a farm, in the employ of any person, in connection with
cultivating the soil, or in connection with raising or harvesting
any agricultural or horticultural commodity, including the rais-
ing, shearing, feeding, caring for, training, and management of
livestock, bees, poultry, and fur-bearing animals and wildlife;

(2) in the employ of the owner or tenant or other operator of a
farm, in connection with the operation, management, conserva-
tion, improvement, or maintenance of such farm and its tools and
equipment, or in salvaging timber or clearing land of brush and
other debris left by a hurricane, if the major part of such service
is performed on a farm;

(3) in connection with the production or harvesting of any
commodity defined as an agricultural commodity in section 15(g)
of the Agricultural Marketing Act, as amended (12 U.S.C. 1141j),
or in connection with the ginning of cotton, or in connection with
the operation or maintenance of ditches, canals, reservoirs, or
waterways, not owned or operated for profit, used exclusively for
supplying and storing water for farming purposes;

(4) (A) in the employ of the operator of a farm in handling,
planting, drying, packing, packaging, processing, freezing, grad-
ing, storing, or delivering to storage or to market or to a carrier
for transportation to market, in its uimanufactured state, any
agricultural or horticultural commodity; but only if such opera-
tor produced more than one-half of the commodity with respect
to which such service is performed;

(B) in the employ of a group of operators of farms (other
than a cooperative organization) in the performance of service
described in subparagraph (A), but only if such operators pro-
ducecd all of the commodity with respect to which such service
is performed. For purposes of this subparagraph, any unincor-

0
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porated group of operators shall be deemed a cooperative organi-
•:ttion if the number of operators comprising such group is more
than 20 at any time during the calendar year in which such
service is performed; I

(C) the provisions of subparagraphs (A) and (B) shall not
be deemed to be applicable with respect to service performed in
connection with commercial canning or commercial freezing or
in connection with any agricultural or horticultural commodity
after its delivery to a terminal market for distribution for
consumption; or

(5) on a farm operated for profit if such service is not in the
course of the employer's trade or business or is domestic service
in a private home of the employer

As used in this subsection, the term "faru" includes stock, dairy,
poultry, 1"ruit, fur-bearing animal, and truck farms, plantations,
ranches, nurseries, ranges, greenhouses or other similar structures used
primarily for the raising of agricultural or horticu',tural commodities,
and orchards.

(h) AMERICA.N EmPLoY,.R.-For purposes of this chapter, the term
"American employer" means an employer which is-

(1) the United States or any instrumentality thereof,
(2) an individual who is a resident of the United States,
(3) a partnership, if two-thirds or more of the partners are

residents of the United States,
(4) a trust, if all of the trustees are residents of the United

States, or
(5) a corporation organized under the laws of the United

States or of any State.
(i) CoI -L-rATION OF WVAGES IN CERTAIN CASES.-

(1) DOMESTIC SERVICE.-For purposes of this chapter, in the
case of domestic service described in subsection (a) (7) (B), any
payment of cash remuneration for such service which is more
or less than a whole-dollar amount shall, under such conditions
and to such extent as may be prescribed by regulations made under
this chapter, be computed to the nearest dollar. For the purpose
of the computation to the nearest dollar, the payment of a frac-
tional part of a dollar shall be disregarded unless it amounts to
one-half dollar or more, in which case it shall be increased to $1.
The amount of any payment of cash remuneration so.computed
to the nearest dollar shall, in lieu of the amount..actually paid, be
deemed to constitute the amount of cash remuneration for pur-
poses of subsection (a) (7) (B).

t Subparagraph (B) was amended by section 356(d) of P.L. 95-216.
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(2) SEvicE ix mT uxioi•uo• sERvicEs.-For purposes of this

chapter, in the case of an individual performing service, as a
member of a uniformed service, to which the provisions of sub-
section (m) (1) are applicable, the term "wages" shall, subject to
the provisions of subsection (a) (1) of this section, include as
such individual's remuneration for such service only his basic
pay as described in section 102(10) of the Servicemen's and Vet-
erans' Survivor Benefits Act.

(3) PEACE coers VOLUNTEER sEvRvcE.-For purposes of this chap-
ter, in the case of an individual performing service, as a volun-
teer or volunteer leader with the meaning of the Peace Corps
Act, to which the provisions of section 3121(p) are applicable,
the term "wages" shall, subject to the provisions of subsection
(a) (1) of this section, include as such individual's remuneration
for such service only amounts paid pursuant to section 5(c) or
6(1) of the Peace Corps Act.

(4) SERVICE PERFORMED BY CERTAIN MLEM1BERS OF RELIGIOUS OR-
DERs.-For purposes of this chapter, in any case where an indi-
vidual is a member of a religious order (as defined in subsection
(r)(2)) performing service in the exercise of duties required

by such order, and an election of coverage under subsection (r)
is in effect with respect to such order or with respect to the auton-
omous subdivision thereof to which such member belongs, the
term "wages" shall, subject to the provisions of subsection (a)
(1), include as such individual's remuneration for such service
the fair market value of any board, lodging, clothing, and other
perquisites furnished to such member by such order or subdivision
thereof or by any other person or organization pursuant to an
agreement with such order or subdivision, except that the amount
included as such individual's remuneration under this paragraph
shall not be less than $100 a month.

(j) COvERED TRANXSPORTATION1 SIERvICE.-For purposes of this
chapter--

(1) EXISTING TRANSPORTATION SYSTEMS-GENERAL RULE.-Ex-
cept as provided in paragraph (2), all service performed in the
employ of a State or political subdivision in connection with its
operation of a public transportation system shall constitute cov-
ered transportation service if any part of the transportation sys-
tem was acquired from private ownership after 1936 and prior to
1951.

(2) EXISTING TRANSPORTATION SYSTEM.S--CASES IN WHICH xt,

TRANSPORTATION EMJ'LOYEES, OR ONLY CERTAIN EMPLOYEES, ARE COV-
ERED.-Service performed in the employ of a State or political
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subdivision in connection with the operation of its public trans-
portation system shall not constitute covered transportation serv-
ice if-

(A) any part of tie transportation system was acquired
from private ownership after 1936 and prior to 1951, and
substantially all service in connection with the operation of
the transportation system was, on December 31, 1950, covered
under a general retirement system providing benefits which,
by reason of a provision of the State constitution dealing
specifically with retirement systems of the State or political
subdivisions thereof, cannot be diminished or impaired; or

(B) no part of the transportation system operated by the
State or political subdivision on December 31, 1950, was
acquired from private ownership after 1936 and prior to
1951;

except that if such State or political subdivision makes an acquisi-
tion after 1950 from private ownership of any part of its trans-
portation system, then, in the case of any employee who-

(C) became an employee of such State or political subdi-
vision in connection with and at the time of its acquisition
after 1950 of such part, and

(D) prior to such acquisition rendered service in employ-
ment (including as employment service covered by an agree-
ment under section 218 of the Social Security Act) in con-
nection with the operation of such part of the transportation
system acquired by the State or political subdivision,

the service of such employee in connection with the operation of
the transportation system shall constitute covered transportation
service, commencing with the first day of the third calendar quar-
ter following the calendar quarter in which the acquisition of such
part took place, unless on such first day such service of such em-
ployee is covered by a general retirement system which does not,
with respect to such employee, contain special provisions appli-
cable only to employees described in subparagraph (C).

(3) TnANSpo~rrATIoN SYSrTES ACQUIPtED AFTER 19:o.-All serv-
ice performed in the employ of a State or political subdivision
thereof in connection with its operation of a public transporta-
tion system shall constitute covered transportation service if the
transportation system was not operated by the State or political
subdivision prior to 1951 and, at the time of its first acquisition
(after 1950) from private ownership of any part of its transpor-
tation system, the State or political subdivision did not have a

* general retirement system covering substantially all service per-
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formed in connection with the operation of the transportation
system.

(4) DzFmwinoxs.-For the purposes of this subsection-
(A) The term "general retirement system" means any

pension, annuity, retirement, or similar fund or system estab-
lished by a State or by a political subdivision thereof for
employees of the State, political subdivision, or both; but
such term shall not include such a fund or system which
covers only service performed in positions connected with
the operation of its public transportation system.

(B) A transportation system or a part thereof shall be
considered to have been acquired by a State or political sub-
division fiom private ownership if prior to the acquisition
service performed by employees in connection with the oper-
ation of the system or part thereof acquired constituted
employment under this chapter or subchapter A of chapter
9 of the Internal Revenue Code of 1939 or was covered by an
agreement made pursuant to section 218 of the Social Security
Act and some of such employees became employees of the
State or political subdivision in connection with and at the
time of such acquisition.

(C) The term "political subdivision" includes an instru-
mentality of-

(i) a State,
(ii) one or more political subdivisions of a State, or
(iii) a State and one or more of its political

subdivisions.
(k) Exz.irrio.- OF RELIGIOUS, CHAnrrnuL, AND CERTAIN OTHER

ORGANIZATIONS.-

(1) WAIVER OF EXZMCION BY ORGANIZATION.-
(A) An organization described in section 501(c) (3) which

is exempt from income tax under section 501(a) may file a
certificate (in such form and manner, and with such official,
as may be prescribed by regulations made under this chapter)
certifying that it desires to have the insurance system estab-
lished by title II of the Social Security Act extended to
service performed by its employees. Such certificate may
be filed only if it is accompanied by a list containing the
signature, address, and social security account number (if
any) of each employee (if any) who concurs in the filing
of the certificate. Such list may be ameandedat any time prior
to the expiration of the twenty-fourth month following the
calendar quarter in which the certificate is filed by filing with
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the prescribed official a supplemental list or lists containing
the signature, address, and social security account number (if
any) of each additional employee who concurs in the filing of
the certificate. The list and any supplemental list shall be
filed in such form and manner as may be prescribed by regu-
lations made under this chapter.

(B) The certificate shall be in effect (for purposes of sub-
section (b) (8) (B) and for purposes of section 210(a) (8) (B)
of the Social Security Act) for the period beginning with
whichever of the following may be designated by the
organization:

(i) the first day of the calendar quarter in which the
certificate is filed,

(ii) the first day of the calendar quarter succeeding
such quarter, or

(iii) the first day of any calendar quarter preceding
the calendar quarter in which the certificate is filed, ex-
cept that such date may not be earlier than the first day
of the twentieth calendar quarter preceding the quarter
in which such certificate is filed.

(C) In the case of service performed by an employee whose
name appears on a supplemental list filed after the first month
following the calendar quarter in which the certificate is filed,
the certificate shall be in effect (for purposes of subsetion
(b) (8) (B) and for purposes of section 210(a) (8) (B) of the
Social Security Act) only with respect to service performed
by such individual for the period beginning with the first
day of the calendar quarter in which such supplemental list
is filed.

(D) The period for which a certificate filed pursuant to
this subsection or the corresponding subsection of prior law
is effective may be terminated by the organization, effective
at the end of a calendar quarter, upon giving 2 years' advance
notice in writing, but only if, at the time of the receipt of
such notice, the certificate has been in effect for a period of
not less than 8 years. The notice of termination may be re-
voked by the organization by giving, prior to the close of
the calendar quarter specified in the notice of termination,
a written notice of such revocation. Notice of termination or
revocation thereof shall be filed in such form and manner,
"and with such official, as may be prescribed by regulations
made under this chapter.

(E) If an organization described in subparagraph (A)
employs both individuals who are in positions covered by a
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pension annuity, retirement, or similar fund or system es-
tablished by a State or by a political subdivision thereof and
individuals who are not in such positions, the organization
shall divide its employees into two separate groups. One group
shall consist of all employees who are in positions covered
by such a fund or system and (i) are members of such fund
or system, or (ii) are not members of such fund or system
but are eligible to become members thereof; and the other
group shall consist of all remaining employees. An orga-
nization which has so divided its employees into two groups
may file a certificate pursuant to subparagraph (A) with
respect to the employees in either group, or may file a separate
certificate pursuant to such subparagraph with respect to the
employees in each group.

(F) If a certificate filed pursuant to this paragraph is
effective for one or more calendar quarters prior to the
quarter in which the certificate is filed, then-

(i) for purposes of computing interest and for pur-
poses of section 6651 (relating to addition to tax for
failure to file tax return or pay tax), the due date for
the return and payment of the tax for such prior calendar
quarters resulting from the filing of such certificate shall
be the last day of the calendar month following the
calendar quarter in which the certificate is filed; and

(ii) the statutory period for the assessment of such
tax shall not expire before the expiration of 3 years from
such due date.'

(H) [Repealed]'
(2) TERMINATION OF WAIVER PERIOD BY sEcRFrARY.-If the Sec-

retary finds that any organization which filed a certificate pur-
suant to this subsection or the corresponding subsection of prior
law has failed to comply substantially with the requirements
applicable with respect to the taxes imposed by this chapter or
the corresponding provisions of prior law or is no longer able to
comply with the requirements applicable with respect to the
taxes imposed by this chapter, the Secretary shall give such
organization not less than 60 days' advance notice in writing
that the period covered by such certificate will terminate at
the end of the calendar quarter specified in such notice. Such
notice of termination may be revoked by the Secretary by giv-
ing, prior to the close of the calendar quarter specified in the
notice of termination, written notice of such revocation to the

,Subparagraph (F) (formerly subparagraph (M)) was redesigtnated by section 1903
(a) (3) (Z) of P.L. 94-455 which aIm repealed subparagraph (H) and the former sub-
paragraph (F).
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organization. No notice of termination or of revocation thereof
* shall be given under this paragraph to an organization without

the prior concurrence of the Secretary of Health, Education, and
Welfare.

(3) No RENEWAL OF wAIvEn.-In the event the period covered
by a certificate filed pursuant to this subsection or the correspond-
ing subsection oi prior law is terminated by the organization, no
certificate may again be filed by such organization pursuant to
this subsection.

(4) CONSTRUCTIVE FILNG OF CERTICATE WHERE NO REFUND OR
CREDIT OF TAXES HAS BEEN MADE.-

(A) In any case where-
(i) an organization described in section 501 (c) (3)

which is exempt from income tax under section 501 (a)
has not filed a valid waiver certificate under paragraph
(1) of this subsection (or under the corresponding pro-
vision of prior law) as of the date of the enactment of
this paragTaph (or, if later, as of the earliest date on
which it satisfies clause (ii) of this subparagraph.), but I

(ii) the taxes imposed by sections 3101 and 3111 have
been paid with respect to the remuneration paid by such
organization to its employees, as though such a certif-
icate had been filed, during any period (subject to sub-
paragraph (B) (i)) of not less than three consecutive
calendar quarters,

such organization shall be deemed (except as provided in
subparagraph (B) of this paragraph) for purposes of sub-
section (b) (8) (B) and section 210(a) (8) (B) of the Social
Security Act, to have filed a valid waiver certificate under
paragraph (1) of this subsection (or under the correspond-
ing provision of prior law) on the first day of the period de-
scribed in clause (ii) of this subparagraph effective (subject
to subparagraph (C)) on the first day of the calendar quarter
in which such period began, and to have accompanied such
certificate with a list containing the signature, address, and
social security number (if any) of each employee with respect
to whom the taxes described in such subparagraph were paid
(and each such employee shall be deemed for such purposes to
have concurred in the filing of the certificate).

(B) Subparagraph (A) shall not apply with respect to any
organization if-

(i) the period referred to in clause (ii) of such sub-
paragraph (in the case of that organization) terminit4
before the end of the earliest calendar quarter falling

' Subparagraph (A) was amended by sections 312(b)(2) and 312(f) of P.L. 95-216.
(The period following the word "subparagraph" is a technical error in the law.)
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wholly or partly within the time limitation (as defined in
section 205(c) (1) (B) of the Social Security Act) imo
mediately preceding the date of the enactment of this
paragraph, or

(ii) a reftLud or credit of any part of the taxes which
were paid as described in clause (ii) of such subpara-
graph with respect to remuneration for services per-
formed on or after the first day of the earliest calendar
quarter falling wholly or partly within the time limita-
tion (as defined in section 205(c) (1) (B) of the Social
Security Act) immediately preceding the first day of
the calendar quarter of enactment of this paragraph
(other than a refund or credit which would have been
allowed if a valid waiver certificate filed under para-
graph (1) had been in effect) has been obtained by the
organization or its employees prior to September 9.
1976, or I

(iii) the organization, prior to the end of the period
referred to in clause (ii) of such subparagraph (and, in
the case )f an organization organized on or before Octo-
ber 9, 1969, prior to October 19, 1976), had applied for a
ruling or determination letter acknowledging it to be ex-
empt from income tax under section 501(c) (3), and it*
subsequently received such ruling or determination let-
ter and did not pay any taxes under sections 3101 and
3111 with respect to any employee with respect to any
quarter ending after the twelfth month following the
date of mailing of such ruling or determination letter and
did not pay any such taxes with respect to any quarter
beginning after the later of (I) December 31, 1975 or
(II) the date on which such ruling or determination
letter was issued.3

(C) In the case of any organization which is deemed under
this paragraph to have filed a valid waiver certificate under
paragraph (1), if-

(i) the period with respect to which the taxes imposed
by sections 3101 and 3111 were paid by such organization
(as described in subparagraph (A) (ii)) terminated prior
to October 1, 1976, or

(ii) the taxes imposed by sections 3101 and 3111 were
not paid during the period referred to in clause (i)
(whether such period.has terminated or not) with respect
to remuneration paid by such organization to individuals

I Clause (it) was'amended by section 312(b) (4) of P.L. 5--21d.
'Clause (0i) was added by section 312 (g) of P.L. 95-216.
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who became its employees after the close of the calendar
quarter in which such period began,

taxes under sections 3101 and 3111-
(iii) in the case of an organization which meets the

requirements of this subparagraph by reason of clause
(i), with respect to remuneration paid by such organiza-
tion after the termination of the period referred to in
clause (i) and prior to July 1,1977; or

(iv) in the case of an organization which meets the
requirements of this subparagraph by reason of clause
(ii), with respect to remuneration paid prior to July 1,
1977, to individuals who became its employees after the
close of the calendar quarter in which the period referred
to in clause (i) began,

which remain unpaid on the date of the enactment of this
subparagraph, or which were paid after October 19, 1976, but
prior to the date of the enactment of this subparagraph, shall
not be due or payable (or, if paid, shall be refunded); and
the certificate which such organization is deemed under this
paragraph to have filed shall not apply to any service with re-
spect to the remuneration for which the taxes imposed by sec-
tions 3101 and 3111 (which remain unpaid on the date of the
enactment of this subparagraph, or were paid after Octo-
ber 19, 1976, but prior to the date of the enactment of this
subparagraph) are not due and payable (or are refunded)
by reason of the preceding provisions of this subparagraph.
In applying this subparagraph for purposes of title II of the
Social Security Act, the period during which reports of
wages subject to the taxes imposed by section 3101 and 3111
were made by any organization may be conclusively treated
as the period (described in subparagraph (A) (ii)) during
which the taxes imposed by such sections were paid by such
organization.,

(5) CoNsmRuVnvE FILING OF CERTIFICATE WHERE REFUND OR
CREDIT HAS BEEN MADE AND NEW CERTIFICATE IS NOT FiLW.-In any
case where-

(A) an organization described in section 501(c) (3) which
is exempt from income tax under section 501(a) would be
deemed under paragraph (4) of this subsection to have filed
a valid waiver certificate under paragraph (1) if it were not
excluded from such paragraph (4) (pursuant to subpara-
graph (B) (ii) thereof) because a refund or credit of all or a
part of the taxes described in paragraph (4) (A) (ii) was oh-
tained prior to September 9, 1976; and

ILSubparagraph (C) was added by section 312(b) (1) of P.& 95-216.
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(B) such organization has not, prior to April 1, 1978,
filed a valid waiver certificate under paragraph (1) which is
effective for a period beginning on or before the first day
of the first calendar quarter with respect to which such re-
fund or credit was made (or, if later, with the first day of
the earliest calendar quarter for which such certificate may be
in effect under paragraph (1) (B) (iii)) and which is ac-
companied by the list described in paragraph (1) (A),

such organization shall be deemed, for purposes of subsection (b)
(8) (B) and section 210(a) (8) (B) of the Social Security Act, to
have filed a valid waiver certificate under paragraph (1) of this
subsection on April 1, 1978, effective for the period beginning on
the first day of the first calendar quarter with respect to which the
refund or credit referred to in subparagraph (A) of this para-
graph was made (or, if later, with the first day of the earliest
calendar quarter falling wholly or partly within the time limita-
tion (as defined in section 205(c) (1) (B) of the Social Security
Act) immediately preceding the date of the enactment of this
paragraph). and to have accompanied such certificate with a list
containing the signature, address, and social security number (if
any) of each employee described in subparagraph (a) of para-
graph (4) including any employee with respect to whom taxes
were refunded or credited aF described in subparagraph (A) of
this paragraph (and each such employee shall be deemed for
such purposes to have concurred in the filing of the certificate).
A certificate which is deemed to have been filed by in organization
on April 1, 1978. shall supersede any certificate which may have
been actually filed by such organization prior to that day except
to the extent prescribed by the Secretary or his delegate.'

(6) APPLICATION OF CERTAIN- PROVISIONS TO CASES OF CONSTRUC-
TIVE FLmmo.--All of the provisions of this subsection (other than
subparagraphs (B), (F), and (H) of paragraph (1)), including
the provisions requiring payment of taxes under section 3101 and
3111 with respect to the services involved (except as provided in
paragraph (4) (C)), shall apply with respect to any certificate
which is deemed to have been filed by an organization on any day
under paragraph (4) or (5), in the same way they would apply
if the certificate had been actually filed on that day under para-
graph (1); except that-

(A) the provisions relating to the filing of supplemental
lists of concurring employees in the third sentence of para-
graph (1) (A), and in paragraph (1) (C), shall apply to the
extent prescribed by the Secretary or his delegate;

'Paragraph (5) was amended by section 312(a) (1) of P.L. 95-216.

IRC Se&. 312(k 608



Revised April 1978

(B) the provisions of paragraph (1) (E) shall not apply
unless the taxes described in paragraph (4) (A) (ii) were paid
by the organization as though a separate certificate had been
filed with respect to one or both of the groups to which such
provisions relate; and

(C) the action of the organization in obtaining the refund
or credit described in paragraph (5) (A) shall not be con-
sidered a termination of such organization's coverage period
for purposes of paragraph (3). Any organization which is
deemed to have filed a waiver certificate under paragraph
(4) or (5) shall be considered for purposes of section 3102(b)
to have been required to deduct the taxes imposed by section
3101 with respect to the services involved.'

(7) BoTH EMPLOYEE AND EMPLOYER TAXES PAYABLE BY ORGA-
NIZATION FOR RETROACTIVE PERIOD IN CASES OF CONSTRUCTIVE FIL-

Ixo.--Notwithstanding any other provision of this chapter, in any
case where an organization described in paragraph (5) (A) has
not filed a valid waiver certificate under paragraph (1) prior
to April 1, 1978. this paragraph and is accordingly denied under
paragraph (5) to have filed such a certificate on April 1, 1978,
the taxes due under section 3101. with respect to services constitut-
ing employment by reason of such certificate or any period prior
to that date (along with the taxes due under section 3111 with
respect to such services and the amount of any interest paid in
connection with the refund or credit described in paragraph (5)
(a)) shall be paid by such organization from its own funds and
without any deduction from the wages of the individuals who
performed such services; and those individuals shall have no
liability for the payment of such taxes.'

(8) EXTENDED PERIOD FOR PAYMENT OF TAXES FOR RETROACTIVE

CoVERAG•-•Notwithstanding any other provision of this title, in
any case where-

(A) an organization is deemed under paragraph (4) to
have filed a valid waiver certificate under paragraph (1),
but the applicable period described in paragraph (4) (A) (ii)
has terminated and part or all of the taxes imposed by sec-
tions 3101 and 3111 with respect to remuneration paid by
such organization to its employees after the close of such
period remains payable notwithstanding paragraph (4) (C),
or

(B) an organization described in paragraph (5) (A) files
a valid waiver certificate under paragraph (1) by March 31,
1978, as described in paragraph (5) (B), or (not having filed

-Faragrapb (6) was amended by section 312(b) (3) of P.L, 95-216
Paragraph (7) was amended by section 312(a) (2) of P.L 95-216
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such a certificate by that date) is deemed under paragraph
(5) to have filed such a certificate on April 1,1978, or

(C) an individual files a request under section 3 of Public
Law 94-563, or under section 312(c) of the Social Security
Amendments of 1977, to have service treated as constituting
remuneration for employment (as defined in section 3121 (b)
and in section 210(a) of the Social Security Act),

the taxes due under sections 3101 and 3111 with respect to services
constituting employment by reason of such certificate for any
period prior to the first day of the calendar quarter in which the
date of such filing or constructive filing occurs, or with respect to
service constituting employment by reason of such request, may
be paid in installments over an appropriate period of time, as
determined under regulations prescribed by the Secretary, rather
than in a lump sum.1

(1) AoGRE ENTs ENTERED INTO BY DOMESTIC CoRaPOaTIo•s WrrI
RESPECT TO FOREIGN SUBSIDIARES.-

(1) AGREEMENT WITH RESPECT TO CERTAIN EMPLOYEES OF FOREIGN
SUBSIDIAIEs.--The Secretary shall, at the request of any domestic
corporation, enter into an agreement (in such form and inanner
as may be prescribed by the Secretary) with any such corpora-
tion which desires to have the insurance system established by
title II of the Social Security Act extended to service performed
outside the United States in the employ of any one or more
of its foreign subsidiaries (as defined in paragraph (8)) by
all employees who are citizens of the United States, except that
the agreement shall not be applicable to any service performed
by, or remuneration paid to, an employee if such service or re-
muneration would be excluded from the term "employment"

I Paragraphs (4). (5). (6). (7). and (8) were added by section 1(c) of Public Law
94-563 effective for services performed after 1950. to the extent covered by waiver certifi-
cates filed or deemed to have been filed under section 3121(k)(4) or (5). Paragraph (8)
was amended by section 312(d) of P.L. 95-216.
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or "wages", as defined in this section, had the service been per-
formed in the United States. Such agreement may be amended
at any time so as to be made applicable in the same manner
and under the same conditions, with respect to any other for-
eign subsidiary of such domestic corporation. Such agreement
shall be applicable with respect to citizens of the United
States who, on or after the effective date of the agreement, are
employees of and perform services outside the United States for
any foreign subsidiary specified in the agreement. Such agree-
ment shall provide-

(A) that the domestic corporation shall pay to the Secre-
tary, at such time or times as the Secretary may by regu-
lations prescribe, amounts equivalent to the sum of the taxes
which would be imposed by sections 3101 and 3111 (includ-
ing amounts equivalent to the interest, additions to the
taxes, additional amounts, and penalties which would be
applicable) with respect to the remuneration which would
be wages if the services covered by the agreement consti-
tuted employment as defined in this section; and

(B) that the domestic corporation will comply with such
regulations relating to payments and reports as the Secretary
may prescribe to carry out the purposes of this subsection.

(2) EFFECTIVE PERIOD OF AGREEMENT.-An agreement entered
into pursuant to paragraph (1) shall be in effect for the period
beginning with the first day of the calendar quarter in which such
agreement is entered into or the first dey of the succeeding calen-
dar quarter, as may be specified in the agreement; except that in
case such agreement is amended to include the services performed
for any other subsidiary and such amendment is executed after
the first month following the first calendar quarter for which the
agreement is in effect, the agreement shall be in effect with respect
to service performed for such other subsidiary only after the
calendar quarter in which such amendment is executed.'

(3) TERMINATION OF PMITOD BY A DOMESTIC CORPORATION.-The
period for which an agreement entered into pursuant to para-
graph (1) of this subsection is effective may be terminated with
respect to any one or more of its foreign subsidiaries by the domes-
tic corporation, effective at the end of a calendar quarter, upon
giving two year's advance notice in writing, but only if, at the
time of the receipt of such notice, the agreement has been in effect
for a period of not less than eight years. The notice of terinination
may be revoked by the domestic corporation by giving, prior to
the close of the calendar quarter specified in the notice of termina-

SPamwaPh (2) w" adind yo section 103 (a) (8) (Nt) at RU 6-45L
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tion, a written notice of such revocation. Notice of termination or
revocation thereof shall be filed in such form and manner as may
be prescribed by regulations. Notwithstanding any other provi-
sion of this subsection, the period for which any such agreement
is effective with respect to any foreign corporation shall terminate
at the end of any calendar quarter in which the foreign corpora-
tion, at any time in such quarter, ceases to be a foreign subsidiary
as defined in paragraph (8).

(4) TERm•NATIO. OF PERIOD BY SECRETARY.-If the Secretary
finds that any domestic corporation which entered into an agree-
ment pursuant to this subsection has failed to comply substan-
tially with the terms of such agreement, the Secretary shall give
such domestic corporation not less than sixty days' advance no-
tice in writing that the period covered by such agreement will
terminate at the end of the calendar quarter specified in such
notice. Such notice of termination may be revoked by the Secre-
tary by giving, prior to the close of the calendar quarter speci-
fied in the notice of termination, written notice of such revoca-
tion to the domestic corporation. No notice of termination or
of revocation thereof shall be given under this paragraph to
a domestic corporation without the prior concurrence of the
Secretary of Health, Education, and Welfare.

(5) No RENEWAL OF AGIEEMEN-T.-If any agreement entered
into pursuant to paragraph (1) of this subsection is terminated
in its entirety (A) by a notice of termination filed by the domestic
corporation pursuant to paragraph (3), or (B) by a notice of
termination given by the Secretary pursuant to paragraph (4),
the domestic corporation may not again enter into an agreement
pursuant to paragraph (1). If any such agreement is terminated
with respect to any foreign subsidiary, such agreement may not
thereafter be amended so as again to make it applicable with
respect to such subsidiary.

(3) DEPOSITS IN TRUST FUNDs.-For purposes of section 201 of
the Social Security Act, relating to appropriations to the Federal
Old-Age and Survivors Insurance Trust Fund and the Federal
Disability Insurance Trust Fund, such remuneration-

(A) paid for services covered by an agreement entered
into pursuant to paragraph (1) as would be wages if the
services constituted employment, and

(B) as is reported to the Secretary pursuant to the pro-
visions of such agreement or of the regulations issued under
this subsection,

shall be considered wages subject to the taxes imposed by this
chapter.
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(7) OVERPAYME•TS A.ND U.NDERPAYMENT.-

(A) If more or less than the correct amount due under an
agreement entered into pursuant to this subsection is paid
with respect to any payment of remuneration, proper adjust-
ments with aspect to the amounts due under such agreement
shall be made, without interest, in such manner and at such
times as may be required by regulations prescribed by the
Secretary.

(B) If an overpayment cannot be adjusted under sub-
paragraph (A), the amount thereof shall be paid by the Sec-
retary, through the Fiscal Service of the Treasury Depart-
ment, but only if a claim for such overpayment is filed with
the Secretary within two years from the time such overpay-
ment was made.

(8) DiFINrrioN OF FOREIGN SUBSIDIARY.-For purposes of this
subsection and section 210(a) of the Social Security Act, a for-
eign subsidiary of a domestic corporation is-

(A) a foreign corporation not less than 20 percent of the
voting stock of which is owned by such domestic corporation;
or

(B) a foreign corporation more than 50 percent of the
voting stock of which is owned by the foreign corporation
described in subparagraph (A).

(9) Do3iESTIC CORPORATION AS SEPARATE ENTITY.-Each domes-
tic corporation which enters into an agreement pursuant to para-
graph (1) of this subsection shall, for purposes of this subsection
and section 6413(c) (2) (C), relating to special refunds in the
case of employees of certain foreign corporations, be considered
an employer in its capacity as a party to such agreement separate
and distinct from its identity as a person employing individuals
on its own account.

(10) REGULATIO'.-s.-Regulations of the Secretary to carry out
the purposes of this subsection shall be designed to make the re-
quirements imposed on domestic corporations with respect to serv-
ices covered by an agreement entered into pursuant to this
subsection the same, so far as practicable, as those imposed upon
employers pursuant to this title with respect to the taxes imposed
by this chapter.

(M) SERVICE IN TIHE UNIFOIIF.D SEnvicEs.-For purposes of this
chapter-

(1) IxcCLUSIoN or sERvicE.-The term "employment" shall, not-
withstanding the provisions of subsection (b) of this section, in-
clude service performed by an individual as a member of a uni-
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formed service on active duty; but such term shall not include any
such service which is performed while on leave without pay.'

(2) AcME DuTr.-The term "active duty" means "active duty"
as described in section 102 of the Servicemen's and Veterans' Sur-
vivor Benefits Act, except that it shall also include "active duty
for training" as described in such section.

(3) IAcVr'iE DUTY TRAININo.-The term "inactive duty train-
ing" means "inactive duty training" as described in such section
102.

(n) MEMnER or A UNIFORMD SEavicL-For purposes of this chap-
ter, the term memberr of a uniformed service" means any person
appointed, enlisted, or inducted in a component of the Army, Navy,
Air Force, Marine Corps, or Coast Guard (including a reserve com-
ponent of a uniformed service as defined in section 102(3) of the
Servicemen's and Veterans' Survivor Benefits Act), or in one of those
services without specification of component, or as a commissioned
offic-r of the Coast and Geodetic Survey or the Regular or Reserve
Corps of the Public Health Service, and any person serving in the
Army or Air Force under call or conscription. The term includes-

(1) a retired member of any of those services;
('¶) a member of the Fleet Reserve or Fleet Marine Corps

Reserve;
(3) a cadet at the United States Military Academy, a mid-

shipman at the United States Naval Academy, and a cadet at
the United States Coast Guard Academy or United States Air
Force Academy;

(4) a member of the Reserve Officers' Training Corps, the)
Naval Reserve Officers' Training Corps, or the Air Force Reserve
Officers' Training Corps, when ordered to annual training duty
for fourteen days or more, and while performing authorized
travel to and from that duty; and

(5) any person while en route to or from, or at, a place for
final acceptance or for entry upon active duty in the military or
naval service-

(A) who has been provisionally accepted for such duty;
or

(B) who, under the Universal Military Training and
Service Act, has been selected for active military or naval
service;

and has been ordered or directed to proceed to such place.
The term does not include a temporary member of the Coast Guard
Reserve.

I Paragragh (1) was amended by section 1903(a) (3) (G) of PubUc Law 94-455.
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(o) CREW Lr.ADER-For purposes of this chapter, the term "crew
leader" means an individual who furnishes individuals to ,perform
agricultural labor for another person, if such individual pays (either
on his own behalf or on behalf of such person) the individuals so fur-
nished by him for the agricultural labor performed by them and if
such individual hIs not entered into a written agreement with such
person whereby such individual has been designated as an employee
of such person; and such individuals furnished by the crew leader
to perform agricultural labor for another person shall be dee,.ed to
be the employees of such crew leader. For purposes of this chapter
and chapter 2, a crew leader shall, with respect to service performed
in furnishing individuals to perform agricultural labor for another
person and service performed as a member of the crew, be deemed
not to be an employee of such other person.

(p) PEACE CoRPs VOLUNTEER SEnVZCE.-For purposes of this chap-
ter, the term "employment" shall, notwithstanding the provisions of
subsection (b) of this section, include service performed by an indi-
vidual as a volunteer or volunteer leader within the meaning of the
Peace Corps Act.

(q) TiPs INCLUDED FOR EMPLOYEE TAXES.-For purposes of this
chapter other than for purposes of the taxes imposed by section 3111,
tips received by an employee in the course of his employment shall be
considered remuneration for employment. Such remuneration shall
be deemed to be paid at the time a written statement including such
tips is furnished to the employer pursuant to section 6053(a) or (if
no statement including such tips is so furnished) at the time received.

(r) ELECTION- OF COVEIRAGE BY RELIGIOUs ORDERS.-

(1) CE~rTIFICATE OF ELECTION BY ORDER.-A religious order
whose members are required to take a vow of poverty, or any
autonomous subdivision of such order, may file a certificate (in
such form and manner, and with such official, as may be prescribed
by regulations under this chapter) electing to have the insurance
system established by title II of the Social Security Act extended
to services performed by its members in the exercise of duties
required by such order or such subdivision thereof. Such certifi-
cate of election shall provide that-

(A) such election of coverage by such order or subdivision
shall be irrevocable;

(B) such election shall apply to all current and future
members of such order, or in the case of a subdivision thereof
to all current and future members of such order who belong
to such subdivision;

(C) all services performed by a member of such an order
,)r sr bdivision in the exercise of duties required by such order
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or subdivision shall be deemed to have been performed by
such member as an employee of such order or subdivision;
and

(D) the wages of each member, upon which such order or
subdivision shall pay the taxes imposed by sections 3101 and
3111, will be detc-mined as provided in subsection (i) (4).

(2) DEFI•iTION OF ME3IaJL-For purposes of this subsection,
a member of a religious order means any individual who is sub-
ject to a vow of poverty as a member of such order and who per-
forms tasks usually required (and to the extent usually required)
of an active member of such order and who is not considered
retired because of old age or total disability.

(3) E"MtTTIVE DATE FOR ELECTION.-(A) A certificate of elec-
tion of coverage shall be in effect, for purposes of subsection (b)
(8) (A) and for purposes of section 210(a) (8) (A) of the Social
Security Act, for the period begmining with whichever of the
following may be designated by the order or subdivision thereof:

(i) the first day of the calendar quarter in which the cer-
tificate is filed,

(ii) the first day of the calendar quarter succeeding such
quarter, or

(iii) the first day of any calendar quarter preceding the
calendar quarter in which the certificate is filed, except that
such date may not be earlier than the first day of the twentieth
calendar quarter preceding the quarter in which such certifi-
cate is filed.

Whenever a date is designated under clause (iii), the election
shall apply to services performed before the quarter in which the
certificate is filed only if the men.ber performing such services
was a member at the time such services were performed and is
living on the first day of the quarter in which such certificate is
filed.

(B) If a certificate of election filed pursuant to this subsection
is effective for one or more calendar quarters prior to the quarter
in which such certificate is filed, then-

(i) for purposes of computing interest and for purposes
of section 6651 (relating to addition to tax for failure to file
tax return), the due date for the retur., and payment of the
tax for such prior calendar quarters resulting from the filing
of such certificate shall be the last day of the calendar month
following the calendar quarter in which the certificate is filed;
and

(ii) the statutory period for the assessment of such tax
shall not expire before the expiration of 3 years from such
due date.
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(4) COORDINATIOx WITH COVERAGE OF L&-Y V.31 PLOYEES.-NOtWith-
standing the preceding provisions of this subsection, no certificate
of election shall become effective with respect to an order or sub-
division thereof, unless-

(A) if at the time the certificate of election is filed a cer-
tificate of waiver of exenp)tion under subsection (k) is in
effect with respect to such order or subdi% ision, such order
subdivision amends such certificate of waiver of exemption
(in such form and manner as may be prescribed by regula-
tions made under this chapter) to provide that it may not be
revoked, or

(B) if at the time the certificate of election is filed a cer-
tificate of waiver of exemption under such subsection is not in
effect with respect to such order or subdivision, such order or
sulxivision files such certificate of waiver of exemption
under the provisions of such subsection except that such
certificate of waiver of exemption cannot become effective at
a later date than the certificate of election and such certificate
of waiver of exemption must specify that such certificate of
waiver of exemption may not be revoked. The certificate of
waiver of exemption required under this subparagraph shall
be filed notwithstanding the provisions of subsection (k) (3).

(S) CONCURRENT EMPLOYMEN-T BYi Two OR MIORE Er.oPiOYERs.-For
purposes of sections 3102, 3111. and 3121 (a) (1), if two or more related
corporations concurrently employ the same individual and compen-
sate such individual through a common paymaster which is one of such
corporations, each such corporation shall be considered to have paid
as remuneration to c•uch individual only the amounts actually dis-
bursed by it to such individual and shall not be considered to have
paid as remuneration to such individual amounts actually disbursed
to such individual by another of such corporations.,

(t) SPECIAL RULE FOR DETERMINING WAGER SUBJECT TO EMPLOYER
TAX I'N CASE OF CERTAIN EMPLOYER• WiiOsE EMPLOYEES RECEIVE
INCOME FRoMr TiPs.-If the wages paid by an employer with respect to
the employment during any month of an individual who (for services
performed in connection with such employment) receives tips which
constitute wages, and to which section 3102(a) applies, are less than
the total amount which would be payable (with respect to such
employment) at the minimum wage rate applicable to such individual
under -section 6(a) (1) of the Fair Labor Standards Act of 1938
(determined without regard to section 3(m) of such Act), the wages so
paid shall be deemed for purposes of section 3111 to be equal to such
total amount.'

'Subsection (a) was added by see. 314(a) of P.L. 95--216 etec-Ive with respect towages paid after December 31. 1978.
Subsection (t) was added by sec. 315(a) of P.L, 95-216.
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SEC. 3122. FEDERAL SERVICE.
* In the case of the taxes imposed by this chapter with respect to

service performed in the employ of the United States or in the employ
of any instrunuentality which is wholly owned 41 the United States,
including service, performed as a member cf a uniformed service.
to which the provisions of section 31"21(in) t 1) are applicable, and
including service, performed as a volunteer or volunteer leader with-
in the meaning of the Peace Corps Act, to which the provisions of
section 3121(p) are applicable, the determination whether an indi-
vidual has performed service which constitutes employment as de-
fined in section 3121 (b), the determination of the amount of remunera-
tion for such service which constitutes wages as defined in section
3121(a), and the return and payment of t)-. taxes imposed by this
chapter, shall be made by the head of the Federal agency or instru-
mentality having the control of such service, or by such agents as
such head may (designate. The person making such return may, for
convenience of administration, make payments of the tax imposed
under section 3111 with respect to such service without regard to the
contribution and benefit base limitation in section 3121 (a) (1), and he
shall not be required to obtain a refund of the tax paid under section
3111 on that part of the remuneration not included in wages by reason
ofc action .'1121(n (1).. Payments of the tax imposed tinder section a111
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with respect to service, performed by an individual as a member of a
uniformed service, to which the provisions of section 3121 (im) (1) are
applicable, shall be made from appropriations available for the pay
of members of such uniformed service. The provisions of this section
shall be applicable in the case of service performed by a civilian em-
ployee, not compensated from funds appropriated by the Congress, in
the Army and Air Force Exchange Service, Army and Air Force
Motion Picture Service, Navy Exchanges, Marine Corps Exchanges,
or other activities, conducted by an instrumentality of the United
States subject to the jurisdiction of the Secretary of Defense, at instal-
lations of the Department of Defense for the comfort, pleasure, con-
tentment, and mental and physical improvement of personnel of such
Department; and for purposes of this section the Secretary of De-
fense shall he deemed to be the head of such instrumentality. The
provisions of this section shall be applicable also in the case of service
performed by a civilian employee, not compensated from funds ap-
propriated by the Con'rress. in the Coast Guard Exchanges or other
activities. conducted by an instrumentalitv of the United States sub-
ject to the jurisdiction of the Secretary of Transportation, at installa-
tions of the Coast Guard for the comfort. pleasure, contentment, and
mental and physical improvement of personnel of the Coast Guard;
and for purposes of this section the Secretary of Transportation shall
be deemed to be the head of such instrumentality.,

SEC. 3123. DEDUCTIONS AS CONSTRUCTIVE PAYMENTS.
Whenever under this chapter or any act of Congress, or under the

law of any State, an employer is required or permitted to deduct any
amount from the remuneration of any employee and to pay the amount
deducted to the United States, a State, or any political subdivision
thereof, then for purposes of this chapter the amount so deducted
shall be considered to have been paid to the employee at the time of
such deduction.

SEC. 3124. ESTIMATE OF REVENUE REDUCTION.
The Secretary at intervals of not longer than 3 years shall estimate

the reduction in the amount of taxes collected under this chapter by
reason of the operation of section 3121 (b) (9) and shall include such
estimate in his annual report.

SEC. 3125. RETURNS IN THE CASE OF GOVERNMENTAL
EMPLOYEES IN GUAM, AMERICAN SAMOA,
AND THE DISTRICT OF COLUMBIA.

(a) GuAM.-The return and payment of the taxes imposed by this
chapter on the income of individuals who are officers or employees of

I Section 3122 was amended by section 1903(a) (4) of Public Law 94-455.
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the Government of Guam or any political subdivision thereof or of
* any instrumentality of any one or more of the foregoing which is

wholly owned thereby, and those imposed on such Government or
political subdivision or instrumentality with respect to having such
individuals in its employ, may be made by the Governor of Guam or
by such agents as lie may designate. The person making such return
may, for convenience of administration, make payments of the tax
imposed under section 3111 with respect to the service of such individ-
uals without regard to the contribution and benefit base limitation in
section 3121 (a) (1).

(b) AMERICAN SAmo.A.-The return and payment of the taxes
imposed by this chapter on the income of individuals who are officers
or employees of the Government of American Samoa or any political
subdivision thereof or of any instrumentality of any one or more of
the foregoing which is wholly owned thereby, and those imposed on
such Government or political subdivision or instrumentality with
respect to having such individuals in its employ, may be made by the
Governor of American Samoa or by such agents as he may designate.
The person making such return may, for convenience of administra-
tion, make payments of the tax imposed under section 3111 with
respect to the service of such individuals without regard to the
contribution and benefit base limitation in section 3121 (a) (1).

* (c) DISTRCT OF COLUMBM.-In the case of the taxes imposed by
this chapter with respect to service performed in the employ of the
District of Columbia or in the employ of any instrumentality which
is wholly owned thereby, the return and payment of the taxes may be
made by the Mayor of the District of Columbia or such agents as he
may designate. The person making such return may, for convenience
of administration, make payments of the tax imposed by section 3111
with respect to such service without regard to the contribution and
benefit base limitation in section 3121 (a) (1).1

SEC. 3126. SHORT TITLE.
This chapter may be cited as the "Federal Insurance Contributions

Act."

CHAPTER 22-RAILROAD RETIREMENT TAX ACT

Subchapter A. Tax on employees.
Subchapter B. Tax on employee representatives.
Subchapter C. Tax on employers.
Subchapter D. General provisions.

SUBCHAPTER A-TAX ON EMPLOYEES

See. 3201. Rate of tax.
See. 3202. Deduction of tax from compensation.

SSection 3125 was amended by section 1903(a) (5) of P.L. 94-455.
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SEC. 320L RATE OF TAX.
In addition to other taxes, there is hereby imposed on the income of

every employee a tax equal to the rate of the tax imposed with respect
to wages by section 3101(a) plus the rate imposed by section 3101(b)
of so inuch of the compensation paid in any calendar month to such
employee for services rendered by him as is not in excess of an amount
equal to one-twelfth of the current maximum annual taxable "wages"
as defined in section 3121 for any month. 1

SEC. 3202. DEDUCTION OF TAX FROM COMPENSATION.
(a) REQUIREMENT.-The tax imposed by section 3201 shall be col-

lected by the employer of the taxpayer by deducting the amount of the
tax from the compensation of the employee as and when paid. If an
employee is paid compensation after September 30, 1973 by more than
one employer for services rendered during any calendar month and
the aggregate of such compensation is in excess of an amount equal
to one-twelfth of the current maximum annual taxable "wages" as
defined in section 3121 for any month, the tax to be deducted by each
employer other than a subordinate unit of a national railway-labor-
organization employer from the compensation paid by him to the
employee with respect to such month shall be that proportion of the
tax with respect to such compensation paid by all such employers
which the compensation paid by him to the employee for services
rendered during such month bears to the total compensation paid by
all such employers to such employee for services rendered during
such month; and in the event that the compensation so paid by such
employers to the employee for services rendered during such month
is less than an amount equal to one-twelfth of the current maximum
annual taxable "wages" as defined in section 3121 for any month, each
subordinate unit of a national railway-labor-organization employer
shall deduct such proportion of any additional tax as the compensation
paid by such employer to such employee for services rendered during
such month bears to the total compensation paid by all such employers
to such employee for services rendered during such month. An em-
ployer who is furnished by an employee a written statement of tips
(received in a calendar month) pursuant to section 6053(a) to which
paragraph (3) of section 3231(e) is applicable may deduct an amount
equivalent to such tax with respect to such tips from any compensation
of the employee (exclusive of tips) under his control, even though at
the time such statement is furnished the total amount of the tips
included in statements furnished to the employer as having been
received by the employee in such calendar month in the course of his
employment by such employer is less than $20.

'Section 3201 was amended by P.4. 94-93 and by section 1903(a) (6) of P.L. 94-455.
sSubsections (a) and (b) were amended by section 1903(a)(7) of P.L. 94-455.
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(b) INDEMNIFICATION Or ExrwLOE.-Every employer required
* tinder subsection (a) to deduct the tax shall be liable for the pay-

ment of such tax and shall not be liable to any person for the amount of
any such payment.1

(C) SPECIAL RULE FOR Tirs.-
(1) In the case of tips which constitute compensation, subsec-

tion (a) shall be applicable only to such tips as are included in a
written statement furnished to the employer pursuant to section
6053(a), and only to the extent that collection can be made by the
employer, at or after the time such statement is so furnished and
before the close of the 10th day following the calendar month (or,
if paragraph (3) applies, the 30th day following the quarter) in
which the tips were deemed paid, by deducting the amount of the
tax from such compensation of the employee (excluding tips, but
including funds turned over by the employee to the employer pur-
suant to paragraph (2)) as are under control of the employer.

(2) If the tax imposed by section 3201, with respect to tips
which are included in written statements furnished in any month
to the employer pursuant to section 6053 (a), exceeds the compen-
sation of the employee (excluding tips) from which the employer
is required to collect the tax under paragraph (1), the employee
may furnish to the employer on or before the 10th day of the fol-

* lowing month (or, if paragraph (3) applies, on or before the 30th
day of the following quarter) an amount of money equal to the
amount of the excess.

(3) The Secretary may, under regulations prescribed by him,
authorize employers--

(A) to estimate the amount of tips that will be reported by
the employee pursuant to section 6053(a) in any quarter of
the calendar year,

(B) to determine the amount to be deducted upon each
payment of compensation (exclusive of tips) during such
quarter as if the tips so estimated constituted actual tips so
reported, and

(C) to deduct upon any payment of compensation (other
than tips, but including funds turned over by the employee
to the employer pursuant to paragraph (2)) to such employee
during such quarter (and within 30 days thereafter) such
amount as may be necessary to adjust the amount actually
deducted upon such compensation of the employee during the
quarter to the amount required to be deducted in respect of
tips included in written statements furnished to the employer
during the quarter.

(4) If the tax imposed by section 3201 with respect to tips which
constitute compensation exceeds the portion of such tax which can

1 Subsectlons (a) and Mb) were amended by section 1903(a)(7) of P.L. 94-4E.
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be collected by the employer from the compensation of the em-
ployee pursuant to paragraph (1) or paragraph (3), such excess
shall be paid by the employee.

SUBCHAPTER B-TAX ON EMPLOYEE REPRESENTATIVES

See. 3211. Rate of tax.
Sec. 3212. Determination of compensation.

SEC. 3211. RATE OF TAX.
(a) In addition to other taxes, there is hereby imposed on the

income of each employee representative a tax equal to 9.5 percent plus
the sum of the rates of tax imposed with respect to wages by sections
3101(a), 3101(b), 3111(a), and 3111(b) of so much of the compensa-
tion paid in any calendar month to such employee representative for
services rendered by him as is not in excess of an amount equal to
one-twelfth of the current mnaximum annual taxable "wages" as
defined in section 3121 for any month.1

(b) In addition to other taxes, there is hereby imposed on the
income of each employee representative a tax at a rate equal to the
rate of excise tax imposed on every employer, provided for in section
3221 (c), for each man-hour for which compensation is paid to him
for services rendered as an employee representative.

SEC. 3212 DETERMINATION OF COMPENSATION.

The compensation of an employee representative for the purpose of
ascertaining the tax thereon shall be determined in the same manner
and with the same effect as if the employee organization by which
such employee representative is employed were an employer as defined
in section 3231 (a).

SUBCHAPTER C-TAX ON EMPLOYERS

See. 3221. Rate of tax.

SEC. 3221. RATE OF TAX.
(a) In addition to other taxes, there is hereby imposed on every em-

ployer an excise tax, with respect to having individuals in his employ,
equal to 9.5 percent of so much of the compensation paid in any calen-
dar month by such employer for services rendered to himn as is, with
respect to any employee for any calendar month, not in excess of an
amount equal to one-twelfth of the current maximum annual taxable
"wages" as defined in section 3121 for any month. except that if an
employee is paid compensation by more thani one employer for services
rendered during any calendar month, the tax imposed by this section
shall apply to not more than ain amount equal to one-twelfth of the

I Section 3211(a) was amended by Public Law 94-93 and by section 1903(a)(8) of
Public Law 94-455.
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current maximum annual taxable "wages" as defined in section 3121
* for any month of the aggregate compensation paid to such employee

by all such employers for services rendered during such month, and
each employer other than a subordinate unit of a national railway-
labor-organization employer shall be liable for that proportion of the
tax with respect to such compensation paid by all such employers
which the compensation paid by him to the employee for services ren-
dered during such months bears to the total compensation paid by all
such employers to such employee for services rendered during such
month; and in the event that the compensation so paid by such em-
ployers to the employee for services rendered during such month is
less than an amount equal to one-twelfth of the current maximum
annual taxable "wages" as defined in section 3121 for any month each
subordinate unit of a national railway-labor-organization employer
shall be liable for such proportion of any additional tax as the com-
pensation paid by such employer to such employee for services ren-
dered during such month bears to the total compensation paid by all
such employers to such employee for services rendered (luring such
month. Where compensation for services rendered in a month is paid
an employee by two or more employers, one of the employers who has
knowledge of such joint employment may, by proper notice to the
Secretary, and by agreement with such other employer or employers

* as to settlement of their respective liabilities under this section and
section 3202, elect for the tax imposed by section 3201 and this section
to apply to all of the compensation paid by such employer for such
month as does not exceed the maximum amount of compensation in
respect to which taxes are imposed by such section 3201 and this -ec-
tion; and in such a case the liability of such other employer or em-
ployers under this section and section 320-2 shall be limited to the dif-
ference, if any, between the compensation paid in any calendar month
by the electing employer and the maxinmm aniount of compensation
to which section 3201 and this section apply.'

(b) The rate of tax imposed by subsection (a) shall be increased
by the rate of tax imposed with respect to wages by section 3111 (a)
plus the rate imposed by section 3111 (b).2

(c) In addition to other taxes, there is hereby imposed on every
employer an excise tax, with respect to having individuals in his
employ, for each man-hour for which compensation is paid by such
employer for services rendered to him (luring any calendar quarter, at
such rate as will make available sufficient funds to meet the obligation
to pay supplemental annuities at the level provided under section
8(j) of the Railroad Retirement Act of 1937 as in effect on Decem-. I Subsection (a) was amended by Public Law 9441 and by sections 1903(a) (C) (A)
and 1906(b) (13) (0) of P.. 94-455.

8 Subsection (b) was amended by sectIon 1903(a) (9) (B) of P.L. 9"-4M5.
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ber 31, 1974 and administrative expenses in connection therewith. For
the purpose of this subsection, the Railroad Retirement Board is
directed to determine what rate is required for each calendar quarter.
The Railroad Retirement Board shall make the determinations pro-
vided for not later than fifteen days before each calendar quarter. As
soon as practicable after each determination of the rate, as provided
in this subsection, the Railroad Retirement Board shall publish a no-
tice in the Federal Register, and shall advise all employers, employee
representatives, and the Secretary, of the rate so determined. With
respect to daily, weekly, or monthly rates of compensation such
tax shall apply to the number of hours comprehended in the rate to-
gether with the number of overtime hours for which compensation in
addition to the daily, weekly, or monthly rate is paid. With respect to
compensation paid on a mileage or piecework basis such tax shall
apply to the number of hours constituting the hourly equivalent of the
compensation paid.

Each employer of employees whose supplemental annuities are
reduced pursuant to section 3(j) (2) of the Railroad Retirement Act
of 1937 or section 2(h) (2) of the Railroad Retirement Act of 1974
shall be allowed as a credit against the tax imposed by this subsection
an amount equivalent in each month to the aggregate amount of
reductions in supplemental annuities accruing in such month to em-
ployees of such employer. If the credit so allowed to such an employer
for any month exceeds the tax liability of such employer accruing
under this subsection in such month, the excess may b& carried forward
for credit against such taxes accruing in subsequent months but the
total credit allowed by this paragraph to an employer shall not exceed
the total of the taxes on such employer imposed by this subsection.
At the end of each calendar quarter the Railroad Retirement Board
shall certify to the Secretary with respect to each such employer the
amount of credit accruing to such employer under this paragraph dur-
ing such quarter and shall notify such employer as to the amount so
certified.'

(d) Notwithstanding the provisions of subsection (c) of this sec-
tion, the tax imposed by such subsection (c) shall not apply to an
employer with respect to employees who are covered by a supple-
mental pension plan which is established pursuant to an agreement
reached through collective bargaining between the employer and em-
ployees. There is hereby imposed on every such employer and excise
tax equal to the amount of the supplemental annuity paid to each such
employee under section 2(b) of the Railroad Retirement Act of 1974,
plus a percentage thereof determined by the Railroad Retirement

I Subsection (e) was amended by sections 1908(a) (9) (C) and 1906(b) (18) (0) o
P.U 94-455.
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Board to be sufficient to cover the administrative costs attributable to
such payment under section 2(b) of such Act.

SUBCHAPTER D-GENERAL PROVISIONS

Bec. 3281 Definitlons.
See. W832 Court Jurisdiction.
See. 3233. Short title.

SEC. 3231. DEFINITIONS."
(a) EMx,.oTm-For purposes of this chapter, the term "employer"

means any carrier (as defined in subsection (g)), and any company
which is directly or indirectly owned or controlled by one or more such
carriers or under common control therewith, and which operates any
equipment or facility or perfornis any service (except trucking service
casual service, raid the casual operation of equipment or facilities) in
connection with the transportation of passengers or property by rail-
road, or the receipt, delivery, elevation, transfer in transit, refrigera-
tion or icing, storage, or handling of property transported by railroad,
and any receiver, trustee, or other individual or body, judicial or
otherwise, when in the possession of the property or operating all or
any part of the business of any such employer; except that the term
"employer" shall not include any street, interurban, or suburban elec-
tric railway, unless such railway is operating as part of a general
steam-railroad system of transportation, but shall not exclude any
part of the general steam-railroad system of transportation now or
hereafter operated by any other motive power. The Interstate Com-
merce Commission is hereby authorized and directed upon request
of the Secretary, or upon complaint of any party interested, to deter-
mine after hearing whether any line operated by electric power
falls within the terms of this exception. The term "employer"
shall also include railroad associations, traffic associations, tariff
bureaus, demurrage bureaus, weighing and inspection bureaus, col-
lection agencies and other associations, bureaus, agencies, or organi-
zations controlled and maintained wholly or principally by two or
more employers as hereinbefore defined and engaged in the perform-
ance of services in connection with or incidental to railroad trans-
portation; and railway labor organizations, national in scope, which
have been or may be organized in accordance with the provisions of
the Railway Labor Act, as amended (45 U.S.C., chapter 8), and
their State and National legislative committees and their general
committees and their insurance departments and their local lodges
and divisions, established pursuant to the constitutions and bylaws
of such organizations. The term "employer" shall not include

* any company by reason of its being engaged in the mining of coal,

I Section 3231 was amended by section 1903(a) (10) of P.L. 94-455.
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the supplying of coal to an employer wherc, delivery is not beyond the
mine tipple, and the operation of equipment or facilities therefor, or
in any of such activities.

(b) ErPLOYEE.-For purposes of this chapter, the term "employee"
means any individual in the service of one or more employers for com-
pensation; except that the term "employee" shall include ail employee
of a local lodge or division defined as an employer imn subsection (a)
only if he was in the service of or in the employment, relation to a
carrier on or after August 29, 1935. An individual shall be deemed
to have been in the employment relation to a carrier on August 29,
1985, if-

(1) he was on that date on leave of absence from his employ-
ment, expressly granted to him by the carrier by whom he was
employed, or by a duly authorized representative of such carrier,
and the grant of such leave of absence was established to the satis-
faction of the Railroad Retirement Board before .July 1917; or

(2) he was in the service of a carrier after August 29. 1935, and
before January 1946 in each of 6 calendar months, whether or not
consecutive; or

(3) before Aiugust 29, 1935, lie did not retire anid was not re-
tired or discharged from the service of the last carrier by whomi
he was employed or its corporate or operating successor, but-

(A) solely by reason of his physical or mental disability
he ceased before August 29, 1935, to be in the service of such
carrier and thereafter remained continuously disabled until
he attained age 65 or until Augmst 1945, or

(B) solely for such Iast stated reason a can ier by whom
he was employed before August 29, 1935, or a carrier who is
its successor did not on or after August 29, 1935, and before
August 19-15 call him to return to service, or

(C) if he was so called he was solely for such reason un-
able to render service in 6 calendar months as provided in
paragraph (2) ; or

(4) he was on August 29, 1935, absent from the service of a
carrier by reason of a discharge which, within 1 year after the
effective date thereof, was protested, to an appropriate labor rep-
resentative or to the carrier, as wrongful, and which was fol-
lowed within 10 years of the effective date thereof by his rein-
statement in good faith to his former service with all his seniority
rights;

except that an individual shall not be deemed to have been on August
29, 1935, in the employment relation to a carrier if before that date
he was granted a pension or gratuity on the basis of which a pension
was awarded to him pursuant to section 6 of the Railroad Re-
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tirement Act of 1937 (45 U.S.C. 228f), or if during the last pay-
* roll period before August 29, 1935, in which he rendered a service to a

carrier he was not in the service of an employer, in accordance with
subsection (d), with respect to any service in such payroll period, or
if he could have been in the employment relation to an employer only
by reason of his having been, either before or after August 29, 1935,
in the service of a local lodge or division defined as an employer
in subsection (a). The term "employee" includes an officer of an em-
ployer. The ternm "wnployee" shall not include any individual while
such individual is engaged in the physical operations consisting of
the mining of coal, the preparation of coal, the handling (other than
movement by rail with standard railroad locomotives) of coal not
beyond the mine tipple, or the loading of coal at the tipple.

(c) EBipLOrw E REPRESENrTATIVE.-For purposes of this chapter, the
term "employee representative" means any officer or official repre-
sentative of a railway labor organization other than a labor orga-
nization included in the term "employer" as defined in subsection (a),
who before or after June 29, 1937, was in the service of an employer
as defined in subsection (a) and who is duly authorized and designated
to represent employees in accordance with the Railway Labor Act
(45 U.S.C., chapter 8), as amended, and any individual who is regu-
larly assigned to or regularly employed by such officer or official
representative in connection with the duties of his office.

(d) SEr.vjcE..-For purposes of this chapter, an individual is in the
service of an employer whether his service is rendered within or with-
out the United States, if-

(1) he is subject to the continuing authority of the employer to
supervise and direct the manner of rendition of his service, or he is
rendering professional or technical services and is integrated into
the staff of the employer, or he is rendering, on the property used
in the employer's operations, other personal services the rendition
of which is integrated into the employer's operations, and

(2) lie renders such service for compensation;
except that an individual shall be deemed to be in the service of an
employer, other than a local lodge or division or a general committee
of a rail way-labor-organization employer, not conducting the princi-
pal part of its business in the United States, only when he is rendering
service to it in the IUnited States; and an individual shall be deemed
to be in the service of such a local lodge or division only if-

(3) all, or substantially all, the individuals constituting its
membership are employees of an employer conducting the prin-
cipal part of its business in the United States; or

(4) the headquarters of such local lodge or division is located
in tbc.United States-
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and an individual shall be deemed to be in the service of such a general
committee only if-

(5) he is representing a local lodge or division described in
paragraph (3) or (4) immediately above; or

(6) all, or substantially all, the individuals represented by it
are employees of an employer conducting the principal part of its
business in the United States; or

(7) he acts in the capacity of a general chairman or an assistant
general chairman of a general committee which represents in-
dividuals rendering service in the United States to an employer,
but in such case if his office or headquarters is not located in the
United States and the individuals represented by such general
committee are employees of an employer not conducting the prin-
cipal part of its business in the United States, only such propor-
tion of the remuneration for such service shall be regarded as
compensation as the proportion which the mileage in the United
States under the jurisdiction of such general committee bears to
the total mileage under its jurisdiction, unless such mileage for-
mula is inialp)licable, in which case such other formula as the Rail-
road Retirement Board may have prescribed pursuant to section
1(c) of the Railroad Retirement Act of 1937 (45 U.S.C. 228a)
shall be applicable, and if the application of such mileage for-
mula, or such other formula as the Board may prescribe, would
result in the compensation of the individual being less than 10
percent of his remuneration for such service, no part of such
remuneration shall be regarded as compensation;

Provided, w however, That an individual not a citizen or resident of the
United States shall not be deemed to be in the service of an employer
when rendering service outside the United States to an employer who
is required under the laws applicable in the place where the service
is rendered to employ therein, ijt whole or in part, citizens or residents
thereof; and the laws applicable on August 29, 1935, in the place
where the service is rendered shall be deemed to have been applicable
there at all times prior to that date.

(e) CO'MIPEN-STIOX.-For lplr)oses of this chapter-
(1) The term "compellsation" means any form of money remu-

neration paid to an individual for services rendered as an em-
ployee to one or more employers. Such term does not include (i)
the amount of any payment (including any amount paid by an
employer for insurance or annuities, or into a fund, to provide for
any such payment) made to, or on behalf of, an employee or any
of his dependents under a plan or system established by an em-
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ployer which makes provision for his employees generally (or for
his employees generally and their dependents) or for a class or
classes of his employees (or for a class or classes of his employees
and their dependents), on account of sickness or accident dis-
ability or medical or hospitalization expenses in connection with
sickness or accident disability, (ii) tips (except as is provided
under paragraph (3)), (iii) the voluntary payment by an em-
ployer, without deduction from the remuneration of the employ-
ce, of the tax imposed on such employee by section 3201, or (iv)
an amount paid specifically-either as an advance, as reimburse-
ment or allowance-for traveling or other bona fide and nec-
essary expenses incurred or reasonably expected to be incurred
in the business of the employer provided any such payment is
identified by the employer either by a separate payment or by
specifically indicating the separate amounts where both wages
and expense reimbursement or allowance are combined in a single
payment. Compensation which is earned during the period for
which the Secretary shall require a return of taxes under this
chapter to be made and which is payable during the calendar
month following such period shall be deemed to have been paid
during such period only. For the purpose of determining the
amount of taxes under sections 3201 and 3221, compensation
earned in the service of a local lodge or division of a railway-
labor-organization employer shall be disregarded with respect
to any calendar month if the amount thereof is less than $25.
Compensation for service as a delegate to a national or inter-
national convention of a railway labor organization defined as an
"employer" in subsection (a) of this section shall be disregarded
for purposes of determining the amount of taxes due pursuant to
this chapter if the individual rendering such service has not pre-
viously rendered service, other than as such a delegate, which
may be included iii his "years of service" for purposes of the Rail-
road Retirement Act.'

(2) An employee shall be deemed to be paid compensation in the
period during which such compensation is earned only upon a writ-
ten request by such employee, made within six months following
the payment, and a showing that such compensation was earned
during a period other than the period in which it was paid. An em-
ployee shall be deemed to be paid "for time lost" the amount he is
paid by an employer with respect to an identifiable period of ab-

I Paragraph (1) was amended by section 4(b) of P.L. 94-547.
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sence from the active service of the employer, including absence on
account of personal injury, and the amount he is paid by the em-
ployer for loss of earnings resulting from his displacement to a less
remunerative position or occupation. If a payment is made by an
employer with respect to a personal injury and includes pay for
time lost, the total payment shall be deemed to be paid for time
lost unless, at the time of payment, a part of such payment is
specifically apportioned to factors other than time lost, in which
event only such part of the payment as is not so apportioned shall
be deemed to be paid for time lost.

(3) Solely for purposes of the tax imposed by section 3201 and
other provisions of this chapter insofar as they relate to such tax,
the term "compensation" also includes cash tips received by an
employee in any calendar month in the course of his employment
by an employer undess the amount of such cash tips is less than
$20.1'

(f) Coir.,xy.-For purposes of this chapter, the term "company"
includes corporations, associations, and joint-stock companies.

(g) CAnJUmn.-For purposes of this chapter, the term "carrier"
means an express company, sleeping-car company, or carrier by rail-
road, subject to part I of the Interstate Commerce Act (49 U.S.C.,
chapter 1).

(h) Tirs COxSTITUT'mxo COMPENSSATIOx, TiME DEEMED PAID.-For
purposes of this chapter, tips which constitute compensation for pur-
poses of the tax imposed under section 3201 shall be deemed to be paid
at the time a written statement including such tips is furnished to the
employer pursuant to section 6053(a) or (if no statement including
such tips is so furnislhed) at the time received; and tips so deemed to
be paid in any month shall be deemed paid for services rendered in
such month.
SEC. 3232. COURT JURISDICTION.

The several district courts of the United States shall have juris-
diction to entertain an application by the Attorney General on behalf
of the Secretary to compel an employee or other person residing within
the jurisdiction of the court or an employer subject to service of proc-
ess within its jurisdiction to comply with any obligations imposed on
such employee, employer, or other person under the provisions of this
chapter. The jurisdiction herein specifically conferred upon such Fed-
eral courts shall not be held exclusive of any jurisdiction otherwise pos-
sessed by such courts to entertain civil actions, whether legal or equi-

I Section 3231 (e) was amended by Public Laws 04-92 and 94-93.
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table in nature, in aid of the enforcement of rights or obligations aris-
* ing under the provisions of this chapter.

SEC. 3233. SHORT TITLE.

This chapter may be cited as the "Railroad Retirement Tax Act."

CHAPTER 23-FEDERAL UNEMPLOYMENT TAX ACT
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SEC. 3301. RATE OF TAX.2

There is hereby imposed on very employer (as defined in section
3306(a)) for each calendar year an excise tax, with respect to having
individuals in his employ, equal to-

(1) 3.4 percent, in the case of a calendar year beginning before
the first calendar year after 1976, as of January 1 of which there
is not a balance of reepayable advances made to the extended un-
employed compensation account (established by section 905 (a) of
the Social Security Act) ; or

(2) 3.2 percent, in the case of such first calendar year and each
calendar year thereafter;

of the total wages (as defined in section 3306(b)) paid by him during
the calendar year with respect to employment (as defined in section
3306(c)).

SEC. 3302. CREDITS AGAINST TAX.3

(a) CONTRIBUTIONS TO STATE UNEMPLOYMENT FUNDS.-

(1) The taxpayer may, to the extent provided in this subsec-
tion and subsection (c), credit against the tax imposed by section
3301 the amount of contributions paid by him into an unemploy-

SPage references do not appear In the law.
'Section 3301 was amended by section 1903(a) (11) of Public Law 94-455 and by section

211 (b) of l'ublIc Law 94-566 (effective with respect to remuneration paid after December
31. 1976).

3.Section 3302 was amended by section 1903(a) (12) of Public Law 94-455.
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ment fund maintained during the taxable year under the unem-
ployment compensation law of a State which is certified as
provided in section 3304 for the 12-month period ending on Octo-
ber 31 of such year.

(2) The credit shall be permitted against the tax for the tax-
able year only for the amount of contributions paid with respect
to such taxable year.

(3) The credit against the tax for any taxable year shall be
permitted only for contributions paid on or before the last day
upon which the taxpayer is required under section 6071 to file a
return for such year; except that credit shall be permitted for
contributions paid after such last day, but such credit shall not
exceed 90 percent of the amount which would have been allowable
as credit on account of such contributions had they been paid on
or before such last day.

(4) Upon the payment of contributions into the unemployment
fund of a State which are required under the unemployment com-
pensation law of that State with respect to remuneration on the
dosis of which, prior to such payment into the proper fund, the
taxpayer erroneously paid an amount as contributions under an-
other unemployment compensation law, the payment into the
proper fund shall, for purposes of credit against the tax, be
deemed to have been made at the time of the erroneous payment.
If, by reason of such other law, the taxpayer was entitled to cease
paying contributions with respect to services subject to such other
law, the payment into the proper fund shall, for purposes of credit
against the tax, be deemed to have been made on the date the
return for the taxable year was filed under section 6071.

(b) ADDr-IONAL CREDIT.-In addition to the credit allowed under
subsection (a), a taxpayer may credit against the tax imposed by
section 3301 for any taxable year an amount, with respect to the un-
employment compensation law of each State certified as provided in
section 3303 for the 12-month period ending on October 31, of such
year, or with respect to any provisions thereof so certified, equal to the
amount, if any. by which the contributions required to be paid by him
with respect to the taxable year were less than the contributions such
taxpayer would have been required to pay if throughout the taxable
year he had been subject under such State law to the highest rate ap-
plied thereunder in such 12-month period to any person having indi-
viduals in his employ, or to a rate of 2.7 percent, whichever rate is
lower.
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(c) LIMIT ON Tow.. Cwwrrs.-

S (1) The total credits allowed to a taxpayer under this section
shall not exceed 90 percent of the tax against which such credits
aro allowable.

(2) If an advance or advances have been made to the un-
employment account of a State under title XII of the Social
Security Act, then the total credits (after applying subsections (a)
and (b) and paragraph (1) of this subsection) otherwise allow-
able under this section for the taxable year in the case of a tax-
payer subject to the unemployment compensation law of such
State shall be reduced-

(A) (i) in the case of a taxable year beginning with the
second consecutive January 1 as of the beginning of which
there is a balance of such advances, by 10 percent of the
tax imposed by section 3301 with respect to the wages paid
by such taxpayer during such taxable year which are attribut-
able to such State; and

(ii) in the case of any succeeding taxable year beginning
with a consecutive January 1 as of the beginning of which
there is a balance of such advances, by an additional 10 per-
cent, for each such succeeding taxable year, of the tax imposed
by section 3301 with respect to the wages paid by such tax-
payer during such taxable year which are attributable to
such State;

(B) in the case of a taxable year beginning with the third
or fourth consecutive January I as of the beginning of which
there is a balance of such advances, by the amount determined
by multiplying the wages paid by such taxpayer during such
taxable year which are attributable to such State by the per-
centage (if any) by which-

(i) 2.7 percent, exceeds
(ii) the average employer contribution rate for such

State for the calendar year preceding such taxable year;
and

(C) in the case of a taxable year beginning with the fifth
or any succeeding consecutive January 1 as of the beginning
of which there is a balance of such advances, by the amount
determined by multiplying the wages paid by such taxpayer
during such taxable year which are attributable to such State
by the percentage (if any) by which-

(i) the 5-year benefit cost rate applicable to such State
for such taxable year or (if higher) 2.7 percent, exceeds

- I I -
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(ii) the average employer contribution rate for such
State for the calendar year preceding such taxable year.

The provisions of the preceding sentence shall not be app'.icable with
respect to the taxable year beginning January 1, 1975, or any suc-
ceeding taxable year which begins before January 1, 1980; and, for
purposes of such sentence, January 1, 1980. shall be deemed to be the
first January 1 occurring after January 1, 1974, and consecutive tax-
able years in the period commencing January 1, 1980, shall be deter-
mined as if the taxable year which begins on January 1, 1980, were
the taxable year immediately succeeding the taxable year which began
on January 1, 1974.1

(3) If the Secretary of Labor determines that a State, or State
agency, has not-

(A) entered into the agreement described in section 239 of the
Trade Act of 1974, with the Secretary of Labor before July 15,
1975, or

(B) fulfilled its commitments under an agreement with the
Secretary of Labor as described in section 239 of the Trade Act
of 1974,

then, in the case of a taxpayer subject to the unemployment compen-
sation law of such State, the total credits (after applying subsections
(a) and (b) and paragraphs (1) and (2) of this section) other-
wise allowable under this section for a year during which such State
or agency does not enter into or fulfill such an agreement shall be
reduced by 15 percent of the tax imposed with respect to wages paid
by such taxpayer during such year which are attributable to such
State.'0

(d) DEFINITIONS AND SPECIAL RIULFS RELATING TO SUIsECTION

(c).
(1) RATE OF TAX DEEMED TO BE 3 PERCENT.-In applying sub-

section (c), the tax imposed by section 3301 shall be computed at
the rate of 3 percent in lieu of the rate provided by such section.

(2) IVAGF•S, A'rFrIBUTABLF, TO A PARTICULAR STATE.-For pur-
poses of subsection (c), wages shall be attributable to a particu-
lar State if they are subject to the unemployment compensation
law of the State, or (if not subject to the unemployment com-
pensation law of any State) if they are determined (under rules
or regulations prescribed by the Secretary) to be attributable to
such State.

(3) ADDITIONAL TAXES INAPPLICABLE WHERE ADVANCESA ARE RE-
PAID BEFORE NOVEMBER 10 OF TAXABLE YEAR.-Paragraph (2) of
subsection (c) shall not apply with respect to any State

IThis sentence was added to paragraph (2) by Public Law 94-45 subject to the condi-
tions specified in section 110(b) of such Public Law (see p. 763). It was amended by sec-
tion 201 of P.L. 95-19, subject to the same conditions (see p. 795).

2 Paragraph (3) was amended by Public Law 94-45.
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for the taxable year if (as of the beginning of November 10 of
such year) there is no balance of advances referred to in such
paragraph.

(4) AVERAGE EMPLOYER CO NTRIBUTION rfATr..-For purposes of
subparagraphs (B) and (C) of subsection (c) (2), the average
employer contribution rate for any State for any calendar year
is that percentage obtained by dividing-

(A) the total of the contributions paid into the State unem-
ployment fund with respect to such calendar year, by

(B) the total of the remuneration subject to contributions
under the State unemployment compensation law with re-
spect to such calendar year.

For purposes of subparagraph (C) of subsection (c) (2), if the
average employer contribution rate for any State for any cal-
endar year (determined without regard to this sentence) equals
or exceeds 2.7 percent, such rate shall be determined by increas-
ing the amount taken into account under subparagraph (A) of
the preceding sentence by the aggregate amount of employee pay-
ments (if any) into the unemployment fund of such State with
respect to such calendar year which are to be used solely in the
payment of unemployment compensation.

(5) 5-YEAR BENEFIT COST nATE.-For purposes of subparagraph
(C) of subsection (c) (2), the 5-year benefit cost rate applicable
to any State for any taxable year is that percentage obtained by
dividing-

(A) one-fifth of the total of the compensation paid under
the State unemployment compensation law during the 5-year
period ending at the close of the second calendar year pre-
ceding such taxable year, by

(B) the total of the remuneration subject to contributions
under the State unemployment compensation law with re-
spect to the first calendar year preceding such taxable year.

(6) ROUNDINU.-If any percentage referred to in either sub-
paragraph (B) or (C) of subsection (c) (2) is not a multiple of
.1 percent, it shall be rounded to the nearest multiple of .1 percent.

(7) DETEm•niNATION AND CERTIFICATION OF PERCENTAGEs.-The
percentage referred to in subsection (c) (2) (B) or (C) for any
taxable year for any State having a balance referred to therein
shall be determined by the Secretary of Labor, and shall be certi-
fied by him to the Secretary of the Treasury before June 1 of
such year, on the basis of a report furnished by such State to the
Secretary of Labor before May 1 of such year. Any such State
report shall be made as of the close of March 31 of the taxable
year, and shall be made on such forms, and shall contain such
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information, as the Secretary of Labor deems necessary to the
performance of his duties under this section.

(e) SUCCESSOR EMrLOorEn.-Subject to the limits provided by sub-
section (c), if-

(1) an employer acquires during any calendar year substan-
tially all the property used in the trade or business of another
person, or used in a separate unit of a trade or business of such
other person, and immediately after the acquisition employs in
his trade or business one or more individuals who immediately
prior to the acquisition were employed in the trade or business
of such other person, and

(2) such other person is not an employer for the calendar year
in which the acquisition takes place,

then, for the calendar year in which the acquisition takes place, in
addition to the credits allowed under subsections (a) and (b), such
employer may credit against the tax imposed by section 3301 for such
year an amount equal to the credits which (without regard to sub-
section (c)) would have been allowable to such other person under
subsections (a) and (b) and this subsection for such year, if such other
person had been an employer, with respect to remuneration subject to
contributions under the unemployment compensation law of a State
paid by s.;uch other person to the individual or individuals described
in paragraph (1).

SEC. 3303. CONDITIONS OF ADDITIONAL CREDIT AL-
LOWANCE.

(a) STATE STANDAIws.-A taxpayer shall be allowed an additional
credit under section 3302(b) with respect to any reduced rate of
contributions perinitted by a State law, only if the Secretary of Labor
finds that under such law-

(1) no reduced rate of contributions to a pooled fund or to a
partially pooled account is permitted to a person (or group of
persons) having individuals in his (or their) employ except on
the basis of his (or their) experience with respect to u1nemnploy-
mient or other factors bearing a direct relation to unemployment
risk d(iring not less than the :3( consecutive years imnmediately pre-
cedling the computation date;

(2) no reduced rate of contributions to a guaranteed employ-
nmnt account is l)ermitted to a person (or a group of persons)
having individlials in his (or their) employ unless-

(A) tle guaranty of remuneration was fulfilled in the year
preceding the coml)utation date; and

(B) the balance of such account amounts to not less than
2½• percent of that part of the payroll or payrolls for the
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3 years preceding the computation (late by which contribu-
tions to such account were measured; and

(C) such contributions were payable to such account with
respect to 3 years preceding the computation date;

(3) no reduced rate of contributions to a reserve account is
permitted to a person (or group of persons) having individuals
in his (or their) employ unless-

(A) comlpensation has been payable from such account
t throughout the year preceding the computation (late, and

(B) the balance of such account amounts to not less than
five times the largest amount of compensation paid from
such account within any 1 of the 3 years preceding such date,
and

(C) the balance of such account amounts to not less than
21" percent of that part of tlhe payroll or payrolls for the
3 years prece(ding such late by which contributions to such
Rccounit were measured, and

(I)) such contribute ions were payable to such account with
respect to the 3 years pjrece(ding the comin)utation date.

For any person (or gr;up of persons) who has (or have) not been
subject to the State law for a period of time sufficient to compute

* the reduced rates perutitie,I lby paragraphs (1), (2), and (3) of this
subsection on a 3-year ba.-is (i) the period of time required may be
reduced to the animount of time the person (or gmrioup of persons) has
(or have) had experience tinzler or has (or have) been subject to the
State law. whichever is apiIlroloriate, blit in no case less than 1 year
imnedliatcely breeding t ie, conmputation (late, or (ii) a reduced rate
(11ot less thani I percent) may be permitted by the State law on a rea-
sonable basis other than as permitted by paragraph (1), (2), or (3).

(b) CERTIFICATION BY TIHE SECRETARY OF LABOR WITH RESPECT TO
ADDITIONA L ('"IEI)T AllA 'W. NUE.-

(1) On October 31 of each calendar year, the Secretary of
Labor shall ,ertify to the Secretary of the Treasury tihe law of
each State (certified bv the Secretary of Labor as provided in
,wct :1i 3304 for the 12-;nonth ple riod endiw,,o, 'I sumch) October 31)
with respect to which he finds that reduced rates of contributions
were allowable with respect to such 12-1nonth period only in
accordance with the provisions of subsection (a).

(2) If the Secretary of Labor finds that under tile law of a
single State (certified by the Secretary of Labor as provided in
section 3304) more tham one type of fund or account is maintained,
and reduced rates of contributions to more than one type of fund

S tSubsection (b) waK amended by sections 1903(a)(13) and 19061b)(13)(C) of P.L.
94-455.
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or account were allowable with respect to any 12-month period
ending on October 31, and one or more of such reduced rates were
allowable under conditions not. fulfilling the requirements of sub-
section (a), the Secretary of Labor shall, on such October 31.
certify to the Secretary of the Treasury only those provisions of
the State law pursuant to which reduced rates of contributions
were allowable with respect to such 12-month period, under condi-
tions fulfilling the requirements of subsection (a), and shall, in
connection therewith, designate the kind of fund or account, as
defined in subsection (c), established by the provisions so certi-
fied. If the Secretary of Labor finds that a part of any reduced
rate of contributions payable under such law or under such pro-
visions is required to be paid into one fund or account and a part
into another fund or account, the Secretary of Labor shall make
such certification pursuant to this paragraph as he finds will
assure the allowance of additional credits only with respect to
that part of the reduced rate of contributions which is allowed
under provisions which do fulfill the requirements of subsec-
tion (a).

(3) The Secretary of Labor shall, within 30 days after any
State law is submitted to him for such purpose, certify to the
State agency his findings with respect to reduced rates of con-
tributions to a type of fund or account, as defined in subsection
(c), which are allowable under such State law only in accordance
with the provisions of subsection (a). After making such findings,
the Secretary of Labor shall not withhold his certification to the
Secretary of such State law, or of the provisions thereof with
respect to which such findings were made, for any 12-month
period ending on October 31 pursuant to paragraph (1) or (2)
unless, after reasonable notice and opportunity for hearing to the
State agency, the Secretary of Labor finds the State law no longer
contains the provisions specified in subsection (a) or the State
has, with respect to such 12-month period, failed to comply sub-
stantially with any such provision.

(c) DEFINIIOxs.-As used in this section-
(1) RmEsEx,;E ACCOUNT.-The term "reserve account" means a

separate account in an unemployment fund. maintained with re-
spect to a person (or group of persons) having individuals in
his (or their) employ, from which account, unless such account is
exhausted, is paid all and only compensation payable on the basis
of services performed for such person (or for one or more of the
persons comprising the group).

(2) POOLED FUND.-The term "pooled fund" means an unem-
ployment fund or any part thereof (other than a reserve account
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or a guaranteed employment account) into which the total con-
tributiojis of persons contributing thereto are payable, in which
all contributions are mingled and undivided, and from which
compensation is payable to all individuals eligible for compensa-
tion from such fund.

(3) PARTIALLY POOLED ACCOUNT.-The term "partially pooled
account" nieans a part of an unenplioynlent fund in which part of
the fund all contributions thereto arc mingled and undivided, and
from which part of the fund compensation is payable only to
individuals to whom compensation would l)e payable from a re-
serve account or from a guaranteed emnployvnent account but for
the exhaustion or termination of such reserve account or of such
guaranteed employment, account. Payments from a reserve ac-
count or guaranteed employment account into a partially pooled
account shall not be construed to be inconsistent with the lprovi-
sions of paragraph (1) or (4).

(4) GUAILANTEE EMPLOYMENT ACtC(U,,T.-The term "tguaran-
teed employment account" means a separate acccount, in an liii-

employment fund, maintained with respect to a person (or group
of persons) having individuals in his (or their) employ who, in
accordance with the provisions of the State law or of a plan there-
under approved by the State agency,

(A) guarantees in advance at least 30 hours of work, for
which remuneration will be paid at not less than stated rates,
for each of 40 weeks (or if more, 1 weekly hour may be de-
ducted for each added week guaranteed) in a year, to all the
individuals who are in his (or their) employ in, and who
continue to be available for suitable work in, one or niore
distinct establishments, except that any such individual's
guaranty may commence after a probationary period (in-
cluded within the 11 or less consecutive weeks immediately
following the first week in which the individual renders
services), and

(B) give security or assurance, satisfactory to the State
agency, for the fulfillment of such guaranties, from which
account, unless such account is exhausted or terminated, is
paid all and only compensation, payable on the basis of serv-
ices performed for such person (or for one or more of the
persons comprising the group), to any such individual whose
guaranteed remuneration has not been paid (either pursuant
to the guaranty or from the security or assurance provided
for the fulfillment of the guaranty), or whose giratanty is
not renewed and who is otherwise eligible for compensation
under the State law.
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(5) Y.An.-The term "year" means any 12 consecutive calendar
months.

(6) BALANCxE.-The term "balance", with respect to a reserve
account or a guaranteed employment account, means the amount
standing to the credit of the account as of the computation date;
except that, if subsequent to January 1, 1940, any moneys have
been paid into or credited to such account other than payments
thereto by persons having individuals in their employ, such term
shall mean the amount in such account as of the computation date
less the total of such other moneys paid into or credited to such
account subsequent to January 1, 1940.

(7) COMPUTATION DATE.-The term "computation date" means
the date, occurring at least once in each calendar year and within
27 weeks prior to the effective date of new rates of contributions,
as of which such rates are computed.

(8) REDucED RATE.-The term "reduced rate" means a rate of
contributions lower than the standard rate applicable under the
State law, and the term "standard rate" means the rate on the
basis of which variations therefrom are computed.

(d) VOLUNTARY CONTRIBUTIONS.-A State law may, without being
deemed to violate the standards set forth in subsection (a), permit
voluntary contributions to be used in the computation of reduced rates
if such contributions are paid prior to the expiration of 120 days after
the beginning of the year for which such rates are effective.

(e) PAYMEINTS BY CERTAIN NON-POFIT ORGANIZATIONS.-A State
may, without being deemed to violate the standards set forth in sub-
section (a), permit an organization (or a group of organizations) de-
scriied in section 501(c) (3) which is exempt from income tax under
section 501 (a) to elect (in lieu of paying contributions) to pay into
the State unemployment fund amounts equal to the amounts of com-
pensation attributable under the State law to service performed in the
employ of such organization (or group).

(f) TrAN-sITIo.N.-To facilitate the orderly transition to coverage
of service to which section 3309(a) (1) (A) applies, a State law may
provide that an organization (ou group of organizations) which elects
before April 1, 19792, to make payments (in lieu of contributions)
into the State unemployment fund as provided in section 3309 (a) (2),
and which had paid contributions into such fund under the State law
with respect to such service performed in its employ before Janu-
ary 1, 1969, is not required to make any such payments (in lieu of
contributions) on account of compensation paid after its election as
heretofore described which is attributable tinder the State law to
service performed in its employ, until the total of such compensation
equals the amount-
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(1) by which the contributions paid by such organization (or
group) with respect to a period before the election provided by
section 3309 (a) (2), exceed

(2) the unemployment compensation for the same period which
was charged to the experience-rating account of such organiza-
tion (or group) or paid under the State law on the basis of wages
paid by it or service performed in its employ, whichever is
appropriate.'

(g) TRANSITIONAL RULE FOR UNEMPLOYMENT COMPENSATION
AMENDMENTS OF 197d.-To facilitate the orderly transition to cover-
age of service to which section 3309(a) (1) (A) applies by reason of
the enactment of the Unemployment Compensation Amendments of
1976, a State law may provide that an organization (or group of
organizations) which elects, when such election first becomes avail-
able under the State law with respect to such service, to make pay-
ments (in lieu of contributions) into the State unemployment fund
as provided in section 3309(a) (2), and which had paid contributions
into such fund under the State law with respect to such service per-
formed in its employ before the (late of the enactment of this sub-
section, is not required to make any such payment (in lieu of con-
tributions) on account of compensation paid after its election as
heretofore described which is attributable under the State law to
such service performed in its employ, until the total of such compen-
sation equals the amount-

(1) by which the contributions paid by such organization (or
group) on the basis of wages for such service with respect to a
period before the election provided by section 3309 (a) (2), exceed

(2) the unemployment compensation for the same period
which was charged to the experience-rating account of such orga-
nization (or group) or paid under the State law on the basis of
such service performed in its eml)loy or wages paid for such
service, whichever is appropriate.2

SEC. 3304. APPROVAL OF STATE LAWS.3

(a) REQUInIE.MENTS..-ThC Secretary of Labor shall approve any
State law submitted to himl, within 30 days of such submission, which
he finds provides that-

(1) all compensation is to be paid through public employment
offices oi such other agencies as the Secretary of Labor may

I approve;
(2) no compensation shall be payable with respect to any day

of unemployment occurring within 2 years after the first day of
the first period with respect to which contributions are required;

'Subsection Mf) was amended by section 122 of P.L. 94-566.
'Subsection (g) was added by section 122 of P.L. 94-566."Section 3304 was amended by sections 1903(a) (14) and 1906(b) (13) (C) and (E) of

of P.L. 94-455.
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(3) all money received in the unemployment fund sl~all (ex-
cept for refunds of sums erroneously paid into such f and and
except for refunds paid in accordance with the provisions of sec-
tion 3305(b)) immediately upon such receipt be paid over to the
Secretary of the Treasury to the credit of the Unemployment
Trust Fund established by section 904 of the Social Security Act
(42 U.S.C. 1104) ;

(4) all money withdrawn from the unemployment fund of the
State shall be used solely in the payment of unemployment com-
pensation, exclusive of expenses of administration, and for re-
funds of sums erroneously paid into such fund and refunds paid
in accordance with the provisions of section 3305(b); except
that-

(A) an amount equal to the amount of employee payments
into the unemployment fund of a State may be used in the
payment of cash benefits to individuals with respect to their
disability, exclusive of expenses of administration; and

(B) the amounts specified by section 903(c) (2) of the
Social Security Act may, subject to the conditions prescribed
in such section, be used for expenses incurred by the State
for administration of its unemployment compensation law
and public employment offices;

(5) compensation shall not be denied in such State to any
otherwise eligible individual for refusing to accept new work un-
der any of the following conditions:

(A) if the position offered is vacant due directly to a strike,
lockout, or other labor dispute;

(B) if the wages, hours, or other conditions of the work
offered are substantially less favorable to the individual than
those prevailing for similar work in the locality;

(C) if as a condition of being employed the individual
would be required to join a company union or to resign from
or refrain from joining any bona fide labor organization;

(6) (A) compensation is payable on the basis of service to which
section 3309(a) (1) applies, in the same amount, on the same terms,
and subject to the same conditions as compensation payable on the
basis of other service subject to such law;
except that-

(i) with respect to services in an instructional, research,
or principal administrative capacity for an educational insti-
tution to which section 3309 (a) (1) applies, compensation
shall not be payable based on such services for any week com-
mencing during the period between two successive academic
years or terms (or, when an agreement provides instead for a
similar period between two regular but not successive terms,
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during such period) to any individual if such individual per-
forms such services in the first of such academic years (or
terms) and if there is a contract or reasonable assurance that
such individual will perform services in any such capacity
for any educational institution in the second of such academic
years or terms,

(ii) with respect to services in any other capacity for an
educational institution (other than an institution of higher
education) to which section 3309 (a) (1) applies, compensa-
tion payable on the basis of such services may be denied to
any individual for any week which commences during a
period between two successive academic years or terms if such
individual performs such services in the first of such aca-
demic years or terms and there is a reasonable assurance that
such individual will perform such services in the second of
such academic years or terms,

(iii) with respect to any services described in clause (i) or
(ii), compensation payable on the basis of such services may
be denied to anv individual for any week which commences
during an established and customary vacation period or holi-
(lay recess if such individual performs such services in the
period immediately before such vacation period or holiday
recess, and there is a reasonable a..surance that such individual
will perform such services in the period immediately follow-
ing such vacation period or holiday recess,

(iv) with respect to any -wrvices described in clause (i) or
(ii), compensation payable on the basis of services in any such
capacity may be denied as specified in clauses (i), (ii), and
(iii) to any individual who performed such services in an
educational institution while in the employ of an educa-
tional service agency, and for this purpose the term "educa-
tional service agency" means a governmental agency or
governmental entity which is established and operated ex-
clusively for the purpose of providing such services to one
or more educational institutions, and I

(13) payments (in lieu of contributions) with respect to serv-
ice to which section 3309(a) (1) applies may be made into the
State unemployment fund on the basis set forth in section 3309
(a) (2) ; 2

(7) an individual who has received compensation during his
benefit year is required to have had work since the beginning of
such year in order to qualify for compensation in his next benefit
year;

'Subparagraph (A) was amended by see. 115(c) of P.L. 94-566. sea. 302(c) of P.L.
95-19. and sec. 2 of P.L. 95-171.

' Subparagraph (B) was amended by section 506(b) of P.L. 94-566.
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(8) compensation shall not be denied to an individual for any
week because he is in training with the approval of the State
agency (or because of the application, to any such week in train-
ing, of State law provisions relating to availability for work,
active search for work, or refusal to accept work) ;

(9) (A) compensation shall not be denied or reduced to an in-
dividual solely because he files a claim in another State (or a
contiguous country with which the United States has an agree-
ment with respect to unemployment compensation) or because
he resides in another State (or such a contiguous country) at the
time he files a claim for unemployment compensation;

(B) the State shall participate in any arrangements for the
payment of compensation on the basis of combining an individ-
tial's wages and employment covered under the State law with his
wages and employment covered under the unemployment compen-
sation law of other States which are approved by the Secretary of
Labor in consultation with the State unemployment compensation
agencies as reasonably calculated to assure the prompt and full
payment of compensation in such situations. Any such arrange-
ment shall include provisions for (i) applying the base period
of a single State law to a claim involving the combining of an
individual's wages and employment covered under two or more
State laws, and (ii) avoiding duplicate use of wages and employ-
ment by reason of such combining;

(10) compensation shall not be denied to any individual by
reason of cancellation of wage credits or total reduction of his
benefit rights for any cause other than discharge for misconduct
connected with his work, fraud in connection with a claim
for compensation, or receipt of disqualifying income;

(11) extended compensation shall be payable as provided by
the Federal-State Extended Unemployment Compensation Act
of 1970.

(12) no person shall be denied compensation under such State
law solely on the basis of pregnancy or termination of
pregnancy; 1

(13) compensation shall not be payable to any individual on
the basis of any services, substantially all of which consist of
participating in sports or athletic events or training or prepar-
ing to so participate, for any week which commences during the
period between two successive sport. seasons (or similar periods)
if such individual performed such services in the first of such
seasons (or similar periods) and there is a reasonable assurance

I Paragraph (12) was amended, effective for 1978 and subsequent-year certifications, by
section 312 of P.L. 94-566.

IRC Sec. 3304(a) 642



Revised November 1980

that such individual will perform such services in the later of
such seasons (or similar periods) :

(14)(A) compensation shall not be payable on the basis of
services performed by an alien unless such alien is an individual
who was lawfully admitted for permanent residence at the time
such services were performed, was lawfully present for pur-
poses of performing such services, or was permanently residing
in the United States under color of law at the time such services
were performed (including an alien who was lawfully present
in the U nited States as a result of the application of the provi-
sions of section 203(a)(7) or section 212(d)(5) of the Immi-
gration and Nationality Act),-

(B) any data or information required of individuals applying
for compensation to determine whether compensation is not pay-
able to then because of their alien status shall be uniformly
required from all applicants for compensation, and

(C) in the case of an individual whose application for coin-
pensation would otherwise be approved. no determination by the
State agency that compensation to such individual is not payable
because of his alien status shall be made except upon a preponder-
ance of the evidence; -

(15) the amount of compensation payable to an individual for
any week which begins after March 31, 1980. and which begins
in a period with respect to which such individual is receiving a
governmijietal or other pension, retirement or retired pay. annuity,
or any other similar periodic payment which is based on the
previous work of siuch individual Shall be reduced (bit not below
zero) by II) aimiount e(qItal to the amount of such pension. retire-
ment or retired pay. annuity. or other payiniilt, which is reason-
ably attributable to such week except that-

(A) the requirements of this paragraph shall apply to any
pension. retirement or retired pay, annuity, or other similar pe-
riodic payment only if-

(i) such pension, retirement or retired pay, annuity, or
similar payment is under a plan maintained (or contributed
to) by a base period employer or chargeable employer (as
determined under applicable law), and

(ii) in the case of such a payment not made under the
Social Security Act or the Railroad Retirement Act of 1974
(or the corresponding provisions of prior law), services per-
formed for such employer by the individual after the begin-
ning of thie base period (or remuneration for such services)

W l Paragrapbsh (13). (14). and (15) were added (and the former paragraph (13) was
redezig•raled as (1t,• I by section 314 of 1P.1,. 94-566 effective for certifications starting

1978 (1979 In the ca.s of States whose legislatures have no regular session in 1977).
2 Subparagrapb (A) was amended by section 302(a) of P.L. 95-19.

I I
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affect eligibility for, or increase the amount of, such pension,
retirement or retired pay, annuity, or similar payment, and

(B) the State law may provide for limitations on the amount
of any such a reduction to take into account contributions made
by the individual for the pensions, retirement or retired pay, an-
nuity, or other similar periodic payment; 1 2

(16) (A) wage information contained in the records of the
agency administering the State law which is necessary (as deter-
mined by the Secretary of Health. Education, and Welfare in
regulations) for purposes of determining an individual's eligibil-
ity for aid or services , or the amount of such aid or services, under
a State plan for aid and services to needy families with children
approved under paint A of title IV of the Social Security Act,
shall be made available to a State or political sulbdivision thereof
when such information is specifically requested by such State or
political subdivision for such purposes, and

(B) such safeguards are established as are necessary (as de-
terinined by the Secretary of Health, Education. and Welfare
in regulations) to insure that such information is used only for
the purposes authorized tinder subparagraph (A) :3

(17) all the rights, privileges, or ihaniunities conferred by such
law or by acts done pursuant thereto shall exist subject to the
power of the legislature to amend or repeal such law at any time.

(b) No'rIrwCATIOx.-'The Secretary of Labor shall, upon approving
stich law. notify the governor of the State of his approval.

(c) C:(nTIFICATIOx.-On October 31 of each taxable year the Secre-
tary of Labor shall certify to the Secretary of the Treasury each State
whose law he has previously approved, except that lie shall not certify
any State which, after reasonal)le notice and ol)portunity for hearing
to the State agency, the Secretary of Labor finds has amended its law
so that it no longer contains the provisions specified in subsection (a)
r~r has with respect to the 12-nionth period ending on such October 31
failed to comply substantially with any such provision in such sub-
section. No finding of a failure to complnly substantially with any pro-
vision in paragraph (5) of subsection (a) shall be based on an applica-
tion or interpretation of State law (1) until all administrative review
provided for under the laws of the State has been exhausted, or (2)
with respect to which the time for judicial review provided by the laws

'Paragraphs (131. (14). and (15) were added rand the former paragraph (13) was
redevignated as i.;mi [or section 314 of P.!,. 94-566 effective for certifications starting
197A (1979 In flp caso of States who-e legislat-rps have no regular session in 1977).

2 Paragraph (15) was amended by section 302(e) of P.L. 95-19 and was also amended
(effective for certifications for 1981 and later) by see. 414 of P.L. 96-364.

3 Paragraph (16) was added (and the former paragraph (16) was redesignated as (17))
by section 4034b) of P.L. 95--216.
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of the State has not expired, or (3) with respect to which any judicial
review is pending. On October 31 of any taxable year after 1971, the
Secretary of Labor shall not certify any State which, after reasonable
notice and opportunity for hearing to the State agency, the Secretary
of Labor finds has failed to amend its law so that it contains each of the
provisions required by reason of the exactment of the Employment
Security Amendments of 1970 to be included therein, or has with
respect to the 12-month period ending on such October 31, failed to
comply substantially with any such provision. On October 31 of any
taxable year after 1977, the Secretary shall not certify any State which,
after reasonable notice and opportunity for a hearing to the State
agency, the Secretary of Labor finds has failed to amend its law so
that it contains each of the provisions required by reason of the enact-
ment of the Unemployment Compensation Amendments of 1976 to be
included therein, or has with respect to the 12-month period ending on
such October 31, failed to comply substantially with any such
provision.1

(d) NOTICE OF 'ONxCERTIFICATION.-If at any time the Secretary of
Labor has reason to believe that a State whose law he has previously
approved may not be certified under subsection (c), lie shall promptly
so notify the governor of such State.

(e) CHANGE OF LAW DURING 12-MoNTH PERIoD.-Whenever-
(1) any provision of this section, section 3302, or section 3303

refers to a 12-month period ending on October 31 of a year, and
(2) the law applicable to one portion of such period differs

from the law applicable to another p-rtion of such period,
then such provision shall be applied by taking into account for
each such portion the law applicable to such portion.

(f) DEFINITION OF INSTITUTION OF HIGHER EDUCATION.-For pur-
poses of subsection (a) (6), the term "institution of higher education"
means an educational institution in any State which-

(1) admits as regular students only individuals having a
certificate of graduation from a high school, or the recognized
equivalent of such a certificate;

(2) is legally authorized within such State to provide a pro-
gram of education beyond high school;

(3) provides an educational program for it which awards a
bachelor's or higher degree, or provides a program which is
acceptable for full credit toward such a degree, or offers a pro-
gram of training to prepare students for gainful employment in a
recognized occupation; and

(4) is a public or other nonprofit institutions

SSubsection (e) was amended effective starting with certifications for 1978 by eetaom
A12 of P.L. 94-566. The first reference to "the Secretary" in the last sentence apparently
should refer to "the Secretary of Labor."

' Subsection (f) was added by section 115(c) (5) of P.. 94-566.
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SEC. 3305. APPLICABILITY OF STATE LAW 1
* (a) INTERSTATE AND FOREIGN COMMERCE.-NO person required un-

der a State law to make payments to an unemployment fund shall be
relieved from compliance therewith on the ground that he is en-
gaged in interstate or foreign commerce, or that the State law does
not distinguish between employees engaged in interstate or foreign
commerce and those engaged in intrastate commerce.

(b) FEDERAL INSTRU31ENTALITIES iN" GENEJIlM.-The legislature of
any State may require any instrumentality of the United States
(other than an instrumentality to which section 3306(c) (6) applies),
and the individuals in its employ, to make contributions to an unem-
ployment fund under a State unemployment compensation law ap-
proved by the Secretary of Labor under section 3304 and (except as

'Section 3305 was amended by sections 1903(a)(15) and 1906(b)(13)(C) of P.L.
94-455.
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provided in section 5240 of the Revised Statutes, as amended (12
* U.S.C., sec. 484), and as modified by subsection (c)), to comply other-

wise with such law. The permission granted in this subsection shall
apply (A) only to the extent that no discrimination is made against
such instrumentality, so that if the rate of contribution is uniform
upon all other persons subject to such law on account of having in-
dividuals in their employ, and upon all employees of such persons,
respectively, the contributions required of such instrumentality or the
individuals in its employ shall not be at a greater rate than is required
of such other persons and such employees, and if the rates are deter-
mined separately for different persons or classes of persons having
individuals in their employ or for different classes of employees, the
determination shall be based solely upon unemployment experience
and other factors bearing a direct relation to unemployment risk; (B)
only if such State law makes provision for the refund of any contribu-
tions required under such law from an instrumentality of the United
States or its employees for any year in the event such State is not
certified by the Secretary of Labor under section 3304 with respect
to such year; and (C) only if such State law makes provision for the
payment of unemployment compensation to any employee of any such
instrumentality of the United States in the same amount, on the same
terms, and subject to the same conditions as unemployment compen-

* sation is payable to employees of other employers under the State
unemployment compensation law.

(c) NATIONAL. BANKS.-Nothing contained in section 5240 of the
Revised Statutes, as amended (12 U.S.C. 484), shall prevent any
State from requiring any national banking association to render re-
turns and reports relative to the association's employees, their remu-
neration and services, to the same extent that other persons are re-
quired to render like returns and reports under a State law requir-
ing contributions to an unemployment fund. The Comptroller of the
Currency shall, upon receipt of a copy of any such return or report of
a national banking association from, and upon request of, any duly
authorized official, body, or commission of a State, cause an examina-
tion of the correctness of such return or report to be made at the time
of the next succeeding examination of such association, and shall
thereupon transmit to such official, body, or commission a complete
statement of his findings respecting the accuracy of such returns or
reports.

(d) FEDERAL PROPERTY.--NO person shall be relieved from compli-
ance with a State unemployment compensation law on the ground
that services were perfor,-.AA on land or premises owned, held, or
possessed by the United States, and any State shall have full jurisdic-

b tion and power to enforce the provisions of such law to the same extent
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and with the same effect as though such place were not owned, held, or
possessed by the United States.

(e) BONNEVILLE POWER ADMxINISTAToR.-[Repealed.]
(f) AxERICAM VESSELs.-The legislature of any State in which a

person maintains the operating office, from which the operations of
an American vessel operating on navigable waters within or within
and without the United States are ordinarily and regularly supervised,
managed, directed and controlled, may require such person and the
officers and members of the crew of such vessel to make contributions
to its unemployment fund under its State unemployment compensa-
tion law approved by the Secretary of Labor under section 3301 and
otherwise to comply with its unemployment compensation law with
respect to the service performed by an officer or member of the crew
on or in connection with such vessel to the same extent and with the
same effect as though such service was performed entirely within such
State. Such person and the officers and members of the crew of such
vessel shall not be required to make contributions, with respect to such
service, to the unemployment fund of any other State. The permis-
sion granted by this subsection is subject to the condition that such
service shall be treated, for purposes of wage credits given employees,
like other service subject to such State unemployment compensation
law performed for such person in such State, and also subject to the
same limitation, with respect to contributions required from such per-
son and from the officers and members of the crew of such vessel, as is
imposed by the second sentence (other than clause (B) thereof) of
subsection (b) with respect to contributions required from instru-
mentalities of the United States and from individuals in their employ.

(g) VESSELS OPERATED rY GENERAL AuENTS OF UNITED STATES.-
The permission granted by subsection (f) shall apply in the same
manner and under the same conditions (including the obligation to
comply with all requirements of State unemployment compensation
laws) to general agents of the Secretary of Commerce with respect to
service performed by officers and members of the crew on or in con-
nection with American vessels-

(1) owned by or bareboat chartered to the United States, and
(2) whose business is conducted by such general agents.

As to any such vessel, the State permitted to require contributions on
account of such service shall be the State to which the general agent
would make contributions if the vessel were operated for his own
account. Such general agents are designated, for this purpose, instru-
mentalities of the United States neither wholly nor partially owned
by it and shall not be exempt from the tax imposed by section 3301.
The permission granted by this subsection is subject to the same con-
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ditions and limitations as are imposed in subsection (f), except that
* clause (B) of the second sentence of subsection (b) shall apply.

(h) REQUIREMENT BY STATE OF CONTRIBuTIO.xs.-Any State may,
as to service performed, and on account of which contributions are
made pursuant to subsection (g)-

(1) require contributions from persons performing such serv-
ice under its unemployment compensation law or temporary dis-
ability insurance law administered in connection therewith, and

(2) require general agents of the Secretary of Commerce to
make contributions tinder such temporary disability insurance
law to make such deductions from wages or remuneration as
are required by such unemployment compensation or temporary
disability insurance law.

(i) GENERAL AGENT AS LEGAL ENTITY.-Each general agent of the
Secretary of Commerce making contributions pursuant to subsection
(g) or (h) shall, for purposes of such subsections, be considered a
legal entity in his capacity as an instrumentality of the United States,
separate and distinct from his identity as a person employing individ-
uals on his own account.

(j) DENIAL OF CREDITS IN CERTAIN CAsEs.-Any person required,
pursuant to the permission granted by this section, to make contribu-
tions to an unemployment fund under a State unemployment corn-
pensation law approved by the Secretary of Labor under section 3304
shall not be entitled to the credits permitted, with respect to the un-
employment compensation law of a State, by subsections (a) and (b)
of section 3302 against the tax imposed by section 3301 for any tax-
able year if, on October 31 of such taxable year. the Secretary of Labor
certifies to the Secretary of the Treasury his finding, after reasonable
notice and opportunity for hearing to the State agency, that the unem-
ployment compensation law of such State is inconsistent with any one
or more of the conditions on the basis of which such permission is
granted or that, in the application of the State law with respect to the
12-month period ending on such October 31, there has been a substan-
tial failure to comply with any one or more of such conditions. For
purposes of section 3310, a finding of the Secretary of Labor under
this subsection shall be treated as a finding under section 3304(c).

SEC. 3306. DEFINITIONS.'
(a) EXPLOYEn.-For purposes of this chapter-

(1) IN G.ENERAL.-The term "employer" means, with respect to
any calendar year, any person who-

(A) during any calendar quarter in the calendar year or
the preceding calendar year paid wages of $1,500 or more, or

S'Section 3306 was amended by section 1903(a) (16) of P.L. 94-455.
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(B) on each of some 20 days during the calendar year or
during the preceding calendar year, each day being in a dif-
ferent calendar week, employed at least one individual in
employment for some portion of the day.

For purposes of this paragraph, there shall not be taken into
account any wages paid to, or enmployment of, an employee per-
forming domestic services referred to in paragraph (3).

(2) AGRICULTURAL LABOR.-In the case of agricultural labor,
the term "employer" means, with respect to any calendar year, any
person who-

(A) during any calendar quarter in the calendar year or
the preceding calendar year paid wages of S20,000 or more
for agricultural labor, or

(B) on each of some 20 days during the calendar year or
during the preceding calendar year, each day being in a dif-
ferent calendar week, employed at least 10 individuals in
employment in agricultural labor for some portion of the
day.

(3) I)OMESTIC SERVICE.-In the case of domestic service in a
private home, local college club, or local chapter of a college fra-
ternity or sorority, the term "employer" means, with respect to any
calendar year, any person who during any calendar quarter in the
calendar year or the preceding calendar year paid wages in cash
of $1,000 or more for such service.

(4) SPECIAL RULE.-A person treated as an employer under
paragraph (3) shall not be treated as an employer with respect
to wages paid for any service other than domestic service referred
to in paragraph (3) unless such person is treated as an employer
under paragraph (1) or (2) with respect to such other service.'

(b) IVAGEs.-For purposes of this chapter, the term "wages" meansall remuneration for employment, including the cash value of allremuneration paid in any medium other than cash; except that such
term shall not include-

(1) that part of the remuneration which, after remuneration
(other than remuneration referred to in the succeeding para-

graphs of this subsection) equal to $6,000 with respect to employ-
ment has been paid to an individual by an employer during any
calendar year, is paid to such individual by such employer during
such calendar year. If an employer (hereinafter referred to as
successor employer) during any calendar year acquires substan-
tially all the property used in a trade or business of another emn-
ployer (hereinafter referred to as a predecessor), or used in a sepa-

Subsection (a) was amended, effective with respect to wages paid after 1977. by sec-tion 114(a) of P.L. 94-566.
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rate unit of a t rade or business of a predecessor, and immedi-
ately after the acquisition employs in his trade or business an
individual who immediately prior to the acquisition was employed
in the trade or business of such predecessor, then, for the purpose
of deteýrmining whether the successor employer has paid remunera-
tion (other than remuneration referred to in the succeeding para-
graphs of this subsection) with respect to employment equal to
$6,000 to such individual during such calendar year, any re-
muneration (other than remuneration referred to in the succeed-
ing paragraphs of this subsection) with respect to employment
paid (or considered under this paragraph as having been paid)
to such individual by such predecessor during such calendar year
and prior to such acquisition shall be considered as having been
paid by such successor employer; 1

(2) the amount of any payment (including any amount paid by
an employer for insurance or annuities, or into a fund, to provide
for any such payment) made to, or on behalf of, an employee or
any of his Oiependents under a plan or system established by an
employer which makes provision for his employees generally (or
for his employees generally and their dependents) or for a class
or classes of his employees (or for a class or classes of his em-
ployees and their dependents), on account of-

(A) retirement, or
(B) sickness or accident disability, or
(C) medical or hospitalization expenses in connection with

sickness or accident disability, or
(D) death;

(3) any payment made to an employee (including any amount
paid by an employer for insurance or ,annuities or into a fund, to
provide for any such payment) on account of retirement;

(4) any payment on account of sickness or accident disability,
or medical or hospitalization expenses in connection with sickness
or accident disability, made by an employer to or on behalf of,
an employee after the expiration of 6 calendar months following
the last calendar month in which the employee worked for such
employer;

(5) any payment made to, or on behalf of, an employee or his
beneficiary-

(A) from or to a trust described in section 401(a) which
is exempt from tax under Section 501 (a) at the time of such
payment unless such payment is made to an employee of the

IParagraph (1) was amended, effective for wages paid after 1977. by section 211 (a) of
Public Law 94-566.

649



Revised July 1980

trust as remuneration for services rendered as such employee
and not as a beneficiary of the trust, or

(13) under or to :ian anrnuity plan which, at the time of such
payment, is a plan described in section 403(a),

(C) under or to a bond pnrclhase plan which, at the time
of such payment, is a qualified bond purchase plan described
in section 405 (a), or

(D) under a simplified employee pension if, at the time of
the payment, it is reasonable to believe that the employee
will be entitled to a deduction under section 219 for such
payment:

(6) the payment by an employer (without deduction from the
renmneration of the employee)-

(A) of the tax imposed upon an employee under section
3101 (or the corresponding section of prior law), or

(B) of any payment required from an employee under a
State unemployment CG:Tpz-nsation law;

(7) remuneration paid in any medium other than cash to an em-
ployee for service not in the course of the employer's trade or
business;

(8) any payment (other than vacation or sick pay) made to an
employee after the month in which he attains the age of 65, if he
did not work for the employer in the period for which such pay-
ment is made;

(9) remuneration paid to or on behalf of an employee if (and
to the extent that.) at the time of the payment of such remunera-
tion it is reasonable to believe that a corresponding deduction is
allowable under section 217;

(10) any payment or series of payments by an en~ployer to an
employee or any of his dependents which is paid-

(A) upon or after the termination of an employee's em-
ployment relationship because of (i) death, (ii) retirement
for disability, or (iii) retirement after attaining an age speci-
fied in the plan referred to in subparagraph (B) or in a pen-
sion plan of the employer, and

(B) under a plan established by the employer which makes
provision for his employees generally or a class or classes of
his employees (or for such employees or class or classes of
employees and their dependents), other than any such pay-
ment or series of payments which would have been paid if
the employee's employment relationship had not been so
terminated;

(11) remuneration for agricultural labor paid in any medium
other than cash; or *-'

1Subpar. (D) was added by see. 101 of P.L. 96-222.
"IPar. (11) was added by sec. 111(a) of P.L. 94-566.
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(12) any contribution, payment, or service, provided by an
employer which may be excluded from the gross income of an
employee, his spouse, or his dependents, tinder the provisions ot
section 120 (relating to amounts received under qualified group
legal services plans).'

(c) Eml ro1.0YINE'NT.--For purposes of this chapter, the term "employ-
inent" means any service performed prior to 1955, which was employ-

11Paragraph (12) was added by wee. 3(a) of Public Law 115-472. effective for taxable
years beginning after iecember 31. 1976.
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* ment for purposes of subchapter C of chapter 9 of the Internal Reve-
nue Code of 1939 under the law applicable to t.e period in which such
service was performed, and (A) any service, of whatever nature, per-
formed after 1954 by an employee for the person employing him,
irrespective of the citizenship or residence of either, (i) within the
United States, or (ii) on or in connection with an American vessel
or American aircraft under a contract of service which is entered into
within the United States or during the performance of which and
while the employee is employed on the vessel or aircraft it touches at
a port in the United States, if the employee is employed on and in
connection with such vessel or aircraft when outside the United States,
and (B) any service, of whatever nature, performed after 1971 outside
theUnited States (except in a contiguous country with which the
United States has an agreement relating to unemployment compensa-
tion) by a citizen of the United States as an employee of an American
employer (as defined in subsection (j) (3)), except- 1

(1) agricultural labor (as defined in subsection (k)) unless--
(A) such labor is performed for a person who-

(i) during any calendar quarter in the calendar year or
the preceding calendar year paid remuneration in cash of
$20,000 or more to individuals employed in agricultural
labor (including labor performed by an alien referred to

W in subparagraph (B) or
(ii) on each of some 20 days during the calendar year

or the preceding calendar year, each (lay being in a dif-
ferent calendar week, employed in agricultural labor
(including labor performed by an alien referred to in
subparagraph (B)) for some portion of the day
(whether or not at the same moment of time) 10 or more
individuals; and

(B) such labor is not agricultural labor performed before
January 1, 1982, by an individual who is an alien admitted to
the United States to perform agricultural labor pursuant
to sections 214(c) and 101(a) (15) (H) of the Immigration
and Natiohality Act; 2

(2) domestic service in a private home, local college club, or
local chapter of a college fraternity or sorority unless performed
for a person who paid cash remuneration of $1,000 or more to
individuals employed in such domestic service in 'ny calendar
quarter in the calendar year or the preceding calendar year; -

1 The matter preceding par. (1) was amended by see. 116(b) of P.L. 94-566.

Par. (1) was amended, effective for wages paid after 1977 for services after 1977.
by see. lllbj of P.L. 94-566i and was further amended by see. 1 of P.A. 96-84.

P1ar. (21 . amended, effective for wages paid after 1977 for services after 1977.
by see. 113 of 1.L. 94-566.
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(3) service not in the course of the employer's trade or business
performed in any calendar quarter by all employee, unless the
cash remuneration paid for such service is $50 or more and such
service is performed by an individual who is regularly employed
by such employer to perform such service. For purposes of this
paragraph, an individual slall be deemed to be regularly em-
ployed by an employer during a calendar quarter only if-

(A) on each of some 24 days during such quarter such in
dividual performs for such employer for some portion of the
day service not in the course of the employers trade or busi-
ness, or

(B) such individual was regularly employed (as deter-
mined under subparagraph (A)) by such employer in the
performance of such service during the preceding calendar
quarter;

(4) service performed on or in connection with a vessel or air-
craft not an American vessel or American aircraft, if the em-
ployee is employed on and in connection with such vessel or air-
craft when outside the United States;

(5) service performed by an individual in the employ of his
son, (laughter, or spouse, and service performed by a child under
the age of 21 in the employ of his father or mother;

(6) sei .ice performed in the employ of the United States Gov-
ernment or of an instrumentality of the United States which is--

(A) wholly or partially owned by the United States. or
(B) exempt from the tax imposed by section 3301 by

virtue of anly provision of law which specifically refers to
such section (or the corresponding section of prior law) in
granting such exempt ion;

(7) service performed in the employ of a State. or any political
sub livision thereof, or any instrumentality of any one or more of
the fore-going which is wholly owne(l by one or more States or
political stibdivisiomis; and -liy service performed in the eniploy
of any inlstrumentality of one or more States or political sub-
divisions to the extent that the instrumentality is, with respect to
such Service, immune muder the (1onstitimtion of the U7nited States
from tihe tax imnpoied by section 3:01;

(8) service performed in tile employ of a religious, charitable,
educational, or other organization described in section 501(c) (3)
which is exempt front income tax under section 501 (a) ;

(9) service performled by an individual as an employee or em-
ployee representative as delni)ed in sectlio 1 of the Railroad Un-
employ"ment Insurance Act (41 U.S.C. 3-:,1 ) ;
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(10)(A) service performed in any calendar quarter in the em-
* ploy of any organization exempt from income tax under section

501(a) (other than an organization described in section 401(a))
or under section 521, if the remuneration for such service is less
than $50, or

(B) service performed in the employ of a school, college, or
university, if such service is performed (i) by a student who is
enrolled and is regularly attending classes at such school, college,
or university, or (ii) by the spouse of such a student, if such
spouse is advised, at the time such spouse commences to perform
such service, that (I) the employment of such spouse to perform
such services is provided under a program to provide financial
assistance to such student by such school, college, or university,
and (II) such employment will not be covered by any program
of unemploynent insurance, or

(C) service performed by an individual under the age of 22
who is enrolled at a nonprofit or public educational institution
which normally maintains a regular faculty and curriculum and
normally has a regularly organized body of students in attendance
at the place where its educational activities are carried on as a
student in a full-time program, taken for credit at such institu-
tion, which combines academic instruction with work experience,

* if such service is an integral part of such program, and such insti-
tution has so certified to the employer, except that this subpara-
graph shall not apply to service performed in a program estab-
lished for or on behalf of an employer or group of employers, or

(D) service performed in the employ of a hospital, if such
service is performed by a patient of such hospital;

(11) service performed in the employ of a foreign government
(including service as a consular or other officer or employee or a
nondiplomatic representative);

(12) service performed in the employ of an instrumentality
wholly owned by a foreign government-

(A) if the service is of a character similar to that per-
formed in foreign countries by employees of the United
States Government or of an instrumentality thereof; and

(B) if the Secretary of State shall certify to the Secretary
of the Treasury that the foreign government, with respect
to whose instrumentality exemption is claimed, grants an
equivalent exemption with respect to similar service per-
formed in the foreign country by employees of the United
States Government and of instrumentalities thereof; I

S'Subparagraph fB) was amended by section 1906(b)(13)(C) of Public Law 94-455.
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(13) service performed as a student nurse in the employ of a
hospital or a nurses' training school by an individual who is en-

rolled and is regularly attending classes in a nurses' training

school chartered or approved pursuant to State law; and service
performed as an intern in the employ of a hospital by an in-

dividuial who has completed a 4 years' course in a medical school
chartered or approved pursuant to State law;

(14) service performed by an individual for a person as an in-
surance agent or as an insurance solicitor, if all such service per-
formed by such individual for such person is performed for re-
muneration solely by way of commission;

(15) (A) service performed by an individual under the age of
18 in the delivery or distribution of newspapers or shopping news,
not including delivery or distribution to any point for subsequent
delivery or distrilbtion;

(B) service performed by an individual in, and at the time of,
the svle or newspapers or magazines to ultimate consumers, under
an arraitgieineit under which the newspapers or magazines are to
be sold by him at a fixed price, his compensation being based on
the retention of the excess of such price over the amount at which
the newspapers or magazines a1re charged to him, whether or not
lie is guaranteed a: minimum aniount of conmplensation for such
service, or is entitled to be credited with the unsold newspapers or
magazines turned hack;

(16) service performed in the employ of an international
organization;

(17) service perfornied by an individual in (or as an officer or
member of the crew of a vessel while it is engaged in) the catch-
ing, taking, harvesting, cultivating, or farming of any kind of
fish, shellfish, crustacca, sponges, seaweeds, or other aquatic forms

of animal and vegetable life (including service performed by any
such individual as an ordinary incident to anv such activity),
except-

(A) service performed in connection with the catching or
taking of salmon or halibut, for commercial purposes, and

(B) service performed on or in connection with a vessel of
more than 10 net tons (determined in the manner provided
for determining the register tonnage of merchant vessels
under the laws of the United States) ; or

(18) service which is performed by a nonresident alien indi-
vidual for the period lie is temporarily present in the United
States as a nonimumigrant under subparagraph (F) or (J) of sec-
tion 101 (a) (15) of the Immigration and Nationality Act, as
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amended (8 U.S.C. 1101(a) (15) (F) or (J)), and which is per-
* formed to carry out the purpose specified in subparagraph (F)

or (J), as the case may be.
(d) INCLUDED AMD EXCLUDED SERVICE.-For purposes of this chap-

ter, if the services performed during one-half or more of any pay
period by an employee for the person employing him constitute em-
ployment, all the services of such employee for such period shall be
deemed to be employment; but if the services performed during more
than one-half of any such pay period by an employee for the person
employing him do not constitute employment, then none of the serv-
ices of such employee for such period shall be deemed to be employ-
ment. As used in this subsection, the term "pay period" means a
period (of not more than 31 consecutive days) for which a payment
of remuneration is ordinarily made to the employee by the person
employing him. This subsection shall not be applicable with respect
to services performed in a pay period by an employee for the person
employing him, where any of such service is excepted by subsection
(c) (9).

(e) STATE AGE.NcY.-For purposes of this chapter, the term "State
agency" means any State officer, board, or other authority, designated
tinder a State law to administer the unemployment fund in such State.

(f) UNEMPLOYMENT FuLND.-For purposes of this chapter, the term
* unemployment fund" means a special fund, established under a State

law and administered by a State agency, for the payment of compen-
sation. Any sums standtiig to the account of the State agency in the
Unemployment Trust Fund established by section 904 of the Social
Security Act, as amended (42 U.S.C. 1104), shall be deemed to be a
part of the unemployment fund of the State, and no sums paid out
of the Unemployment Trust Fund to such State agency shall cease to
be a part of the unemployment funds of the State until expended by
such State agency. An unemployment fund shall be deemed to be main-
tained during a taxable year only if throughout such year, or such
portion of the year as the unemployment fund was in existence, no
part of the moneys of such fund was expended for any purpose other
than the payment of compensation (exclusive of expenses of adminis-
tration) and for refunds of sums erroneously paid into such fund and
refunds paid in accordance with the provisions of section 3305(b);
except that-

(1) an amount equal to the amount of employee payments into
the unemployment fund of a State may be used in the payment of
cash benefits to individuals with respect to their disability, exclu-
sive of expenses of administration; and

M *
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(2) the amounts specified by section 903(c) (2) of the Social
Security Act may, subject to the conditions prescribed in such
section, be used for expenses incurred by the State for adminis-
tration of its unemployment compensation law and public em-
ployment offices.

(g) Cox.minTrioxs.-For purposes of this chapter, the term "con-
tributions" means payments required by a State law to be made into
an unemployment fund by any person on account of having individ-
uals in his employ, to the extent that such payments are made by him
without being deducted or deductible from the remuneration of indi-
viduals in his employ.

(h) COMPENSATION.-For purposes of this chapter, the term "com-
pensation" means cash benefits payable to individuals with respect to
their unemploymeiAt.

(i) ESrPLOYEE.-For purposes of this chapter, the term "employee"
has the meaning assigned to such term by section 3121 (d), except that
subparagraphs (B) and (C) of paragraph (3) shall not apply.

(j) STATE, UNITED STATES, AND AMERICAN" EmPLOYER.--For pur-
poses of this chapter-

(1) STATE.-ThO term "State" includes the District of Colum-
bia, the Commonwealth of Puerto Rico, and ihe Virgin Islands.

(2) UNITED STATEs.-The term "United States" when used in
a geographical sense includes the States, the District of Columbia,
and the Commonwealth of Puerto Rico, and the Virgin Islands.

(3) ABIERICAN EMILOYEM.-The term "American employer"
means a person who is-

(A) an individual who is a resident of the United States,
(B) a partnership, if two-thirds or more of the partners

are residents of the United States,
(C) a trust, if all of the trustees are residents of the United

States, or
(D) a corporation organized under the laws of the United

States or of any State.
An individual who is a citizen of the Commonwealth of Puerto Rico
or the Virgin Islands (but not otherwise a citizen of the United
States) shall be considered, for the purposes of this section, as a citizen
of the United States.'

(k) AGRICULTURAL LABOR.-For purposes of this chapter, the term
"agricultural labor" has the meaning assigned to such term by subsec-
tion (g) of section 3121, except that for ptlrposes of this chapter sub-
paragraph (B) of paragraph (4) of such subsection (g) shall be
treated as reading:

I Subsection (J) was amended by section 116(b) (2) of Public Law 94-566.
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"(B) in the employ of a group of operators of farms (or a coop-
'rative organization of which such operators are members) in the

performance of service described in subparagraph (A), but only
if such operators produced more than one-half of the commodity
with respect to which such service is performed ;".

(1) CERTAIN EMPLoYs oF BONNEVILLZ Powrz ADMINISTRATION.-
[Repealed.]

(m) AMERICAN VESSEL AND AInRcAFr.--For purposes of this
chapter, the term "American vessel" means any vessel documented or
numbered under the laws of the United States; and includes any
vessel which is neither documented or numbered under the laws of
the United States nor documented tinder the laws of any foreign
country, if its crew is employed solely by one or more citizens or resi-
dents of the United States or corporations organized under the laws
of the United States or of any State; and the term "American air-
craft" means an aircraft registered under the laws of the United
States.

(n) VESSEL OPERATED BY GENERAL AGENTS OF UNITED STATES.-

Notwithstanding the provisions of subsection (c) (6), service per-
formed by officers and members of the crew of a vessel which would
otherwise be included as employment under subsection (c) shall not
be excluded by reason of the fact that it is performed on or in con-
nection with an American vessel-

(1) owned by or bareboat chartered to the United States, aiid
(2) whose business is conducted by a general agent of the Secre-

tary of Commerce.
For purposes of this chapter, each such general agent shall be con-
sidered a legal entity in his capacity as such general agent, separate
and distinct from his identity as a person employing individuals on
his own account, and the officers and members of the crew of such an
American vessel whose business is conducted by a general agent of the
Secretary of Commerce shall be deemed to be performing services
for such general agent rather than the United States. Each such
general agent who in his capacity as such is an employer within the
meaning of subsection (a) shall be subject to all the requirements im-
posed upon an employer under this chapter with respect to service
which constitutes employment by reason of this subsection.

(o) SPECIAL RULE IN CASE OF CERTAIN AGRICULTURAL WORKERS.-

(1) CREW LEADERS WHIO ARE REGISTERFMD OR PROVIDE SPECIALIZED
AGRICULTURAL LAnoR.-For purposes of this chapter, any indi-
vidual who is a member of a crew furnished by a crew leader to
perform agricultural labor for any other person shall be treated
as an employee of such crew leader-

- -
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(A) if-
(i) such crew leader holds a valid certificate of regis-

tration under the Farm Labor Contractor Registration
Act of 1963; or

(ii) substantially all the members of such crew oper-
ate or maintain tractors, mechanized harvesting or crop-
dusting equipment, or any other mechanized equipment,
which is provided by such crew leader; and

(B) if such individual is not an employee of such other
person within the meaning of subsection (i).

(2) OTHER CREW LEADERS.-For purposes of this chapter, in
the case of any individual who is furnished by a crew leader to
perform agricultural labor for any other person and who is not
treated as an employee of such crew leader under paragraph (1)-

(A) such other person and not the crew leader shall be
treated as the employer of such individual; and

(B) such other person shall be treated as having paid
cash remuneration to such individual in an amount equal to
the amount of cash remuneration paid to such individual by
the crew leader (either on his behalf or on behalf of such
other person) for the agricultural labor performed for such
other person.

(3) CREW LEADER.-For purposes of this subsection, the term
"crew leader" means an individual who-

(A) furnishes individuals to perform agricultural labor
for any other person,

(B) pays (either on his behalf or on behalf of such other
person) the individuals so furnished by him for the agricul-
tural labor performed by them, and

(C) has not entered into a written agreement with such
other person under which such individual is designated as
an employee of such other person.'

(p) ('ON('UiRENT EMPlOYMI'NT ity Two OR MoRE EMPLOYERS.g.-For

purposes of sections 3301, 3302. and 3306(b) (1), if two or more related
corporations concurrently employ the same individual and compensate
such individual through a common paymaster which is one of such
corporations, each such corporation shall be considered to have paid as
remuneration to such individual only the amounts actually disbursed
by it to such individual and shall not be consiidered to have paid as
remnuneration to such inldividual amounts actually disbursed to such
individual 1jy another of such corporat ions. -

I Subsection (o) was added by section 112 of Public Law 94-566.
2 Subsection (p) was added by sec. 314(b) of P.L. 95-216 effective with respect to wages

paid after December 31. 1978.
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SEC. 3307. DEDUCTIONS AS CONSTRUCTIVE PAYMENTS.
* Whenever under this chapter or any act of Congress, or under the

law of any State, an employer is required or permitted to deduct any
amount from the remuneration of an employee and to pay the amount
deducted to the United States, a State, or any political subdivision
thereof, then for purposes of this chapter the amount so deducted
shall bc considered to have been paid to the employee at the time of
such deduction.

0
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SEC. 3308. INSTRUMENTALITIES OF THE
* UNITED STATES.

Notwithstanding any other provision of law (whether enacted before
or after the enactment of this section) which grants to any instru-
mentality of the United States an exemption from taxation, such in-
strumentality shall not be exempt from the tax imposed by section 3301
unless such other provision of law grants a specific exemption, by refer-
ence to section 3301 (or the corresponding section of prior law), from
the tax imposed by such section.

SEC. 3309. STATE LAW COVERAGE OF SERVICES PER-
FORMED FOR NONPROFIT ORGANIZATIONS
OR GOVERNMENTAL ENTITIES.

(a) STATE LAW REQUtIREMENTS.- For purposes of section 3304(a)
(6)--

(1) except as otherwise provided in subsections (b) and (c),
the services to which this paragraph applies are--

(A) service excluded from the term "employment" solely by
reason of paragraph (8) of section 3306(c), and

(B) service excluded from the term "employment" solely
by reason of paragraph (7) of section 3306(c) ; and 1

(2) the State law shall provide that a governmental entity
or any other organization (or group of governmental entities or
other organizations) which, but for the requirements of this para-
graph, would be liable for contributions with respect to service
to which paragraph (1) applies may elect, for such minimum pe-
riod and at such time as may be provided by State law, to pay (in
lieu of such contributions) into the State unemployment fund
amounts equal to the amounts of compensation attributable under
the State law to such service. The Sta'e law may provide safe-
guards to ensure that governmental entities or other organizations
so electing will make the payments required under such elections.

(b) SEUrio. N"OT To ArPiY TO CI-ERTAIN SE-RVICE.-This sectior
shall not apply to service performed-

(1) in the employ of (A) a church or convention or association
of churches, or (B) an organization which is operated primarily
for religious purposes and which is operated, supervised, coil-
trolled, or principally supported by a church or convention or
association of churches;

(2) by a dimly ordained, commissioned, or licensed minister of a
church in the exercise of his ministry or by a member of a religious
order in the exercise of duties required by such order;

1 Paragraph (1) was amended by section 115 (a) of Public Law 94-566 effective with
respect to services performed after 1977.

2 Paragraph (2) wan amended by section 506(a) of P.L. 94-566 and section 302(b) of
P.L. 95-19.

64-56 0 - 80 - 59

IRC Sec. 3309(b)659



IRC Sec. 3309(b)

(3) in the employ of a governmental entity referred to in para-
graph (7) of section 3306(c), if such service is performed by an
individual in the exercise of his duties-

(A) as an elected official ;
(B) as a member of a legislative body, or a member of the

judiciary, of a State or political subdivision thereof;
(C) as a member of the State National Guard or Air

National Guard;
(I)) as an employee serving on a temporary basis in case

of fire, storm, snow, earthquake, flood, or similar emergency;
or

(E) in a position which, under or pursuant to the State
law, is designated as (i) a major nontenured policymnaking or
advisory position, or (ii) a policymaking or advisory posi-
tion the performance of the duties of which ordinarily does
not require more than 8 hours per week; I

(4) in a facility conducted tor the purpose of carrying out a
l~roqral",l of-

(A) rehabilitation for individuals whose earning capacity
is impaired by age or physical or mental deficiency or injury,
or

(1B) providing remunerative work for individuals who be-
cause of their impaired physical or mental capacity cannot
be readily absorbed in the competitive labor market,

by an individual receiving such rehabilitation or remunerative
work;

(5) as part of an employment. work-relief or work-training
program assisted or financed in whole or in part by any Federal
agency or an agency of a State or political subdivision thereof,
b y an individual receiving such work relief or work training; and

(6) by an inmate of a custodial or penal institution.2

(c) NONPR:OFIT ORiGA.NIZ.ATIONS Mus'r EMPOi•kY 4 on Monr..-This sec-
tion shall not apply to service performIeI during any calendar year in
tile employ of any organization unless on each of some 20 (lays during
such calendar yea. or t.he preceding calendar year, each day being in a
different, calhndatr week, the total number of individuals who were em-
ployed by stich organization in employment (determined without
regard to sect ion 3306(c) (8) and by excluding service to which this
section rioes not, apply by reason of subsection (b)) for some portion
of the day whetherr or not at the same moment of time) was 4 or more.

(d) [Repealed] 3

SEC. 3310. JUDICIAL REVIEW.
(a) IN GE~m-n.-Wlienever under section 3303(b) or section

3304(c) the Secretary of Labor makes a finding pursuant to which he

I Paragraph (3) was amended by section 115(b) (1) of P.T& 94-566.
$Paragraph 6) was amended by section 115(b) (2) of P.L. 94-566.
' Subsection (d) was repealed by section 115(c) (2) of P.1. 94-466.
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is required to withhold a certification with respect to a State under
* such section, such State may, within 60 days after the Governor of the

State has been notified of such action, file with the United States court
of appeals for the circuit in which such State is located or with the
United States Court of Appeals for the District of Columbia, a peti-
tion for review of such action. A copy of the petition shall be forthwith
transmitted by the clerk of the court to the Secretary of Labor. The
Secretary of Labor thereupon shall file in the court the record of the
proceedings on which he based his action as provided in section 2112 of
title 28 of the United States Code.

(b) FiNDINGS oF FAc-r.-The findings of fact by the Secretary of
Labor, if supported by substantial evidence, shall be conclusive; but
the court, for good cause shown, may remand the case to the Secretary

of Labor to take further evidence, and the Secretary of Labor may
thereupon make new or modified findings of fact and may modify his
previous action, and shall certify to the court the record of the further
proceedings. Such new or modified findings of fact shall likewise be
conclusive if supported by substantial evidence.

(c) JURISDIrrION OF CounT; REviEw.-TThe court shall have juris-
diction to affirm the action of the Secretary of Labor or to set it aside,
in whole or in part. Tile judgment of the court shall be subject to
review by the Supreme Court of the United States upon certiorari or

* certification as provided in section 1254 of title 28 of the United States
Code.

(d) STAY OF SECRETARY OF LABon's AcTIoN.-
(1) The Secretary of Labor shall not withhold any certifica-

tion under section 3303(b) or section 3304(c) until the expiration
of 60 days after the Governor of the State has been notified of
the action referred to in subsection (a) or until the State has
filed a petition for review of such action, whichever is earlier.

(2) The commencement of judicial proceedings under this
section shall stay the Secretary of Labor's action for a period of
30 days, and the court may thereafter grant interim relief if war-
ranted, including a further stay of the Secretary of Labor's ac-
tion and including such other relief as may be necessary to
preserve status or rights.'

(e) PREFERENCE.-Any judicial proceedings under this section shall
be entitled to, and, upon request of the Secretary of Labor or the State,
shall receive a preference and shall be heard and determined as expe-
ditiously as possible.'

SEC. 3311. SHORT T',TLE.
This chapter may be 1.ited as the "Federal Unemployment Tax Act."

'Subsections (d) and (e) were amended by section 1906(b) (18) of P.L. 94-455.
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CHAPTER 25-GENERAL PROVISIONS RELATING
TO EMPLOYMENT TAXES

SEC. 3501. COLLECTION AND PAYMENT OF TAXES.
The taxes imposed by this subtitle slhall be collected by the Secretary

and shall be paid into the Treasury of the United States as internal-
revenue collections.

SEC. 3502. NONDEDUCTIBILITY OF TAXES IN COMPUT-
ING TAXABLE INCOME.

(a) The taxes imposed by sect ion 3101 of chapter 21, and by sections
3201 and 3211 of chapter 2.2 shall not be allowed as a dedlucl ion to the
taxpayer in computing. taxable income under subtitle A.

(b) The tax deducted and withheld under chapter 21 shall not be
allowed as a deduction either to the employer or to the recipient of
the income in computing taxable income under subtitle A.

SEC. 3503. ERRONEOUS PAYMENTS.
Any tax paid under chapter 21 or 22 by a taxpayer with respect to

any period with respect to w'ich he is niot liable to tax inder such
chapter shall be credited against the tax, if any, imposed by such other
chapter Ipon t(ie t axipayer, :nd the I balance, if any, slhall be refmnded.

SEC. 3504. ACTS TO BE PERFORMED BY AGENTS.
In case a fiduciary, agent, or other person has the control, receipt.

custody, or disposal of, or pays the wages of nit employee or group of
employees, employed by one or more employers, the Secretary, under
regulations prescribed by him, is authorized to designate such fiduci-
ary, agent, or other person to perform such acts as are required of em-
ployers und~i this title and as the Secretary may specify. Except as
may be otherwise prescribed by the Secretary, all provisions of law
(including penalties) applicable in respect of an employer shall be
applicable to a fiduciary, agent, or other person so designated but,
except as so provided, the employer for whom stch fiduciary, agent,
or other person acts shall remain subject to the provisions of law (in-
cluding penalties) applicable in respect of employers.

SEC. 3507. ADVANCE PAYMENT OF EARNED INCOME
CREDIT.'

(a) (GxEERA.•L RurLE.-1Excel't as otherwise provided in this section.
every eilplover making l)ayment of V.-ages to an enmloyee with re-
spect to whomn an earned income eligibility certificate is in effect shall.

'Section 3507 was added by section 105(b) of Public Law 95-6J0 effective for re-
muneration paid after June 30. 1978. The effective date was changed to June 30, 1979 by
see. 101 of P.L. 96-222.
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at the time of paying such wages, make an additional payment to such
* employee equal to such employee's earned income advance amour.

(b) EARNED INCOME ELIGIBILITY CERTnFICATE.-For purposes of this
title, an earned income eligibility certificate is a statement furnished
by an employee to the employer which-

(1) certifies that the employee will be eligible to receive the
credit provided by section 43 for the taxable year,

(2) certifies that the employee does not have an earned income
eligibility certificate in effect for the calendar year with respect
to the paynlrnt of wages by another employer, and

(3) states whether or not the employee's spouse has an earned
income eligibility certificate in effect.

For purposes of this !section, a certificate shall be treated as being in
effect with respect to a spouse if such a certificate will be in effect on
the first status determination date following the date on which the
employee furnishes the statement in question.

(c) EARNED INcOMYu AIVAN.-CE A•MOUNT.-
(1) Ix GENERAL.-For purlmposes of this title, the term "earned

inconie advance amount" means, with respect to any payroll
period. the amount determined-

(A) on the basis of the emlployee's wages from the em-
ployer for :-tich period. and

(B) in accordance with tables prescribed by the Secretary.
(2) ADVANCE AMOUNT TAMBiEs.-lThe tables referred to in pP.ra-

graph (1) (B)-
(A) shall be similar iii form to the tables prescribed under

.section 3402 and, to the maxinmumn extent feasible, shall be
coordinated with such tables, and

(B) if the employee is not inarried, or if no earned income
eligibility certificate is in effect with respect to the spouse of
the employee. )hall treai the credit. provided by section 43 as
if it were a credit-

(i) of not more than 10 percent of the first $5,000 of
earned income, which

(ii) phases out between $6,000 and $10,000 of earned
income, or

(C) if an earned income eligibility certificate is in effect
with respect to the spouse of the employee, shall treat the
credit provided by -section 43 as if it were a credit-

(i) of not more than 10 percent of the first $2,500 of
earned income, which

(ii) phases out between .43.0X0) and $5,000 of earned
income.

IRC See.. 3507(c:)662-A
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(d) PAYMENTS To BE TREATED AS PAYMENTS OF WITHHOLDING AND
FICA TAXME.-

(1) IN GENERAL.-For purposes of this title, payments made by
an employer under subsection (a) to his employees for any payroll
period-

(A) shall not be treated as the payment of compensation,
and

(B) shall be treated as made out of-
(i) amounts required to be deducted and withheld for

the payroll period under section 3401 (relating to wage
withholding), and

(ii) amounts required to be deducted for the payroll
period under section 3102 (relating to FICA employee
taxes), and

(iii) amounts of the taxes imposed for the payroll
period under section 3111 (relating to FICA employer
taxes),

as if the employer had paid to the Secretary, on the day on
which the wages are paid to the employees, an amount equal
to such payments.

(2) ADVA-NCE PAYMENTS EXCEED TAXES DUE.-IIn the case of any
employer, if for any payroll period the aggregate amount of
earned income advance payments exceeds the sum of the amounts
referred to in paragraph (1) (B) , each such advance payment shall
be reduced by an amount which bears the same ratio to such excess
as such advance payment bears to the aggregate amount of all such
advance payments.

(3) EMPLOYER -MAY MAKE FULL ADVANCE PAYMENTS.-The Sec-
retary shall prescribe regulations under which an employer may
elect (in lieu of any application of paragraph (2))-

(A) to pay in full all earned income advance amounts, and
(B) to have additional amounts paid by reason of this

paragraph treated as the advance payment, of taxes imposed
by this title.

(4) FAILURE TO MAKE ADVANCE PAYIIENTs.-For purposes of this
title (including penalties), failure to n.ake any advance payment
under this section at the time provided therefor shall be treated as
the failure at such time to deduct and withhold under chapter 24
an amount equal to the amount of such advance payment.

(e) FURNISIIUNG AND TAKING EFFECT OF CERTIFICATES.-For pur-
poses of this section-

(1) WHEN CERTIFICATE TAKES EFFECT.-

(A) FIRST CERTIFICATE. FURNISHED.-AAn earned income
eligibility certificate furnished the employer in cases in which

IRC Sec. 3507(d) 662--B
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no previous such certificate had been in effect for the calendar
year shall take effect as of the beginning of the first payroll
period ending, or the first payment of wages made without
regard to a payroll period, on or after the date on which such
certificate is so furnished (or if later, the first day of the
calendar year for which furnished).

(B) LATER CERIMFICATE.-An earned income eligibility
certificate furnished the employer in cases in which a previous
such certificate had been, in effect for the calendar year shall
take effect with respect to die first payment of wages made on
or after the first status determination date which occurs at
least 30 days after the date on which such certificate is so fur-
nished, except that at the election of the employer such cer-
tificate may be made effective with respect to any payment of
wages made on or after the date on which such certificate is so
furnished. For l)rpxI) ,s of this section, the term "status deter-
rmination date" means .January 1. May 1. July 1. and October
1 of each year.

('2) PERIOD DURING WHICH CERTIFICATE REMAINS IN EFFECT.-

An earned income elegibility certificate which takes effect under
this section for any calendar year shall continue in effect with
respect to the elIllJloyee duringg such calendar year until revoked
by the employee or until another such certiticate takes effect under
this section.

(3) CIIANGE OF STATUS.-

(A) REQUIREMENT TO REVOKE OR FURNISH NEW CERTIFI-

CATE.-If. after an employee has furnished an earned income
eligibility certificate under this section. there has been a
change of circt instances which has the effect of-

(i) making the employee ineligiil)e for the credlit pro-
vided by section 43 for the taxable year. or

(ii) causing an earned income eligibility certificate to
be in effect with re.spect to the spouse of the employee.

the employee shall, within 10 days after sich change in cir-
cunstances, furnish the employer with a reviocation of such
certificate or with a new certificate (as the case may be). Such
a revocation (or such a new certificate) shall take effect under
the rules provided by paragraph (1) (13) for a later certificate
and shall be made in s.uch form as the Secretary shall l)y
regulations prescribe.

(B) CERTIFICA.E NO LONGER IN EFFECT.-I-f. after an em-
ployee has furnished an earned income eligibility certificate
under this section which certifies that such a certificate is in
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effect with respect to the spouse of the employee, such a certi-
ficate is no longer in effect with respect to such spouse. then
the employee may furnish the employer with a new earned
income eligibility certificate.

(4) FORM AND CONW-NTS OF CERTIr.CATE.-Earned income
eligibility certificates shall be in such formni and contain such other
information as the Secretary may by regulations prescrilbe.

(5) .TAXABLE YEAR DEXFIN-ED.--The terin "taxable year" means
the last taxable year of the employee under subtitle A beginning
in the calendar year in which t he wages are paid.

Subtitle F-Procedure and Administration
* * * * * *

CHAPTER 61-INFORMATION AND RETURNS

Chapter 61. Jnfrination and returns.
Chapter 62. Tfie and place for pa3ing tax.
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Chapter 63.. Chapter 64.
Chapter 65.
Chapter 66.
Chapter 67.
Chapter 68.

Chapter 69.
Chapter 70.
Chapter 71.
Chapter 72.
Chapter 73.
Chapter 74.
Chapter 75.
Chapter 76.
Chapter 77.
Chapter 78.
Chapter 79.
Chapter 80.

Assessment.
Collection.
Abatements, credits, and refunds.
Limitations.
Interest.
Additions to the tax, additional amounts, and assessable

penalties.
General provisions relating to stamps.
Jeopardy, bankruptcy and receiverships.
Transferees and fiduciaries.
Licensing and registration.
Bonds.
Closing agreements and compromises.
Crimes, other offenses, and forfeitures.
Judicial proceedings.
Miscellaneous provisions.
Discovery of liability and enforcement of title.
Definitions.
General Rules.

Pawsg
Sec. 6001. Notice or regulations requiring records, statements, and special

returns ------------------------------------------- 663
Sec. 6011. General requirements of return, statement, or list ------------- 664
See. 6017. Self-employment tax returns ---------------------------- 664
Sec. 6020. Returns prepared for or executed by Secretary --------------- 664
Sec. 6050A. Reporting requirements of certain fishing bout operators- ____ 665. Sec. 6051. Receipts for employees -------------------------------- 665
See. 6053. Reporting of tips ------------------------------------- 667
Sec. 6061. Signing of returns and other documents --------------------- 668
See. 6064. Signature presumed authentic --------------------------- 668
Sec. 6065. Verification of returns ------------------------------
See. 6071. Time for filing returns and other documents ------------------ 668
Sec. 6072. Time for filing income tax returns ------------------------- 688
See. 6081. Extension of time for filing returns -------------------------- 669
See. 6091. Place for filing returns or other documents -------------------- 669
Sec. 6101. Period covered by returns or other documents ---------------- 670
Sec. 6103. Publicity of returns and disclosure of information as to persons

filing income tax returns ----------------------------- 670
Sec. 6109. Identifying numbers ---------------------------------- 674

L This table at eentu does not amw In the law in tbb foam.

SEC. 6001. NOTICE OR REGULATIONS REQUIRING REC-
ORDS, STATEMENTS, AND SPECIAL RE-
TURNS.

Every person liable for any tax imposed by this title, or for the
collection thereof, shall keep such records, render such statements,
make such returns, and comply with such rules and regulations as the
Secretary may from time to time prescribe. Whenever in the judg-
ment of the Secretary it is necessary, he may require any person, by

* notice served upon such person or by regulations, to make such returns,
render such statements, or keep such records, as the Secretary deems
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sufficient to show whether or not such person is liable for tax under
this title. The only records which an employer shall be required to
keep under this section in connection with charged tips shall be charge
receipts and copies of statements furnished by employees under sec-
tion 6053 (a). 1

* * * * * *

SEC. 6011. GENERAL REQUIREMENT OF RETURN, STATE-
MENT, OR LIST.

(a) GENFRAL RuLE.-When required by regulations prescribed by
the Secretary any person made liable for any tax imposed by this
title, or for the collection thereof, shall make return or statement ac-
cording to the forms and regulations prescribed by the Secretary.
Every person required to make a return or statement shall include
therein the information required by such forms or regulations.

(b) IDENTIFICATION OF TAXPAYER.-The Secretary is authorized to
require such information with respect to persons subject to the taxes
imposed by chapter 21 or chapter 24 as is necessary or helpful in se-
curing proper identification of such persons.

* * - * * * * *

SEC. 6017. SELF-EMPLOYMENT TAX RETURNS.
Every individual (other than a nonresident alien individual) hav-

ing net earnings from self-employment of 4400 or more for the taxable
year shall make a return with respect to the self-employment tax im-
posed by chapter 2. In the case of a husband and wife filing a joint
return under section 6013, the tax imposed by chapter 2 shall not be
computed on the aggregate income but shall be the sum of the taxes
computed under such chapter on the separate self-employment income
of each spouse.

SEC. 6020. RETURNS PREPARED FOR OR EXECUTED BY
SECRETARY.

(a) PREPARATION OF RETURN By SEcRzrARy.--If any person shall
fail to make a return required by this title or by regulations prescribed
thereunder, but shall consent to disclose all information necessary for
the preparation thereof, then, and in that case, the Secretary may pre-
pare such return, which being signed by such person, may be received
by the Secretary as the return of such person.

(b) EXECUTION OF RETURN BY SEc~rARY.-
(1) AUTHORITY OF SECRETARY TO EXECUTE RETURN.-If any

person fails to make any return (other than a declaration of esti-
mated tax required under section 6015) required by any internal
revenue law or regulation made thereunder at the time prescribed

1Section 6001 was amended by section 501 (a) of Public Law 95-W00.
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therefor, or makes, willfully or otherwise, a false or fraudulent
return, the secretary shall make such return from his own knowl-
edge and from such information as he can obtain through testi-
mony or otherwise.

(2) STATUS OF RETURNs.-Any return so made and subscribed
by the Secretary shall be prima facie good and sufficient for all
legal purposes.

SEC. 6050A. REPORTING REQUIREMENTS OF CERTAIN
FISHING BOAT OPERATORS.

(a) REPo~rrs.-The operator of a boat on which one or more indi-
viduals, during the calendar year, perform services described In section
3121 (b) (20) shall submit to the Secretary (at such time, and in such
manner and form, as the Secretary shall by regulations prescribe)
information respecting-

(1) the identity of each individual performing such services;
(2) the percentage of each such individual's share of the

catches of fish or other forms of aquatic animal life, and the per-
centage of the operator's share of such catches;

(3) if such individual receives his share in kind, the type and
weight of such share, together with such other information as the
Secretary may prescribe by regulations reasonably necessary to
determine the value of such share; and

(4) if such individual receives a share of the proceeds of such
catches, the amount so received.

(b) WRITTEN STATLMENT.-Every person making a return under
subsection (a) shall furnish to each person whose name is set forth in
such return a written statement showing the information relating to
such person contained in such return. The written statement required
under the preceding sentence shall be furnished to the person on or
before January 31 of the year following the calendar year for which
the return under subsection (a) was made."

SUPAlrr (--INFORMATION REGARDING WAGES PAID EMPLOYEES

SEC. 6051. RECEIPTS FOR EMPLOYEES.
(a) REQuIRMEzNT.-Every person required to deduct and withhold

from an employee a tax under section 3101 or 3402, or who would have
been required to deduct and withhold a tax under section 3402 (deter-
mined without regard to subsection (n)) if the employee had claimed
no more than one withholding exemption, shall furnish to each such

I Section 6050A was added by section 1207(e) (8) of P.L. 94-455 effective for calendar
year after 1976.
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employee in respect of the remuneration paid by such person to such
employee during the calendar year, on or before January 31 of the
succeeding year, or, if his employment is terminated before the close of
such calendar year, on the day on which the last payment of remunera-
tion is made, a written statement showing the following:

(1) the name of such person,
(2) the name of the employee (and his social security account

number if wages as defined in section 3121(a) have been paid),
(3) the total amount of wages as defined in section 3401(a),
(4) the total amount deducted and withheld as tax under sec-

tion 3402,
(5) the total amount of wages as defined in section 3121(a),
(6) the total amount deducted and withheld as tax under sec-

tion 3101, and
(7) the total amount paid to the employee under section 3507

(relating to advance payment of earned income credit) .
In the case of compensation paid for service as a member of a uni-
formed service, the statement shall show, in lieu of the amount re-
quired to be shown by paragraph (5), the total amount of wages as
defined in section 3121(a), computed in accordance with such section
and section 3121 (i) (2). In the case of compensation paid for service
as a volunteer or volunteer leader within the meaning of the Peace
Corps Act, the statement shall show, in lieu of the amount required to
be shown by paragraph (5), the total amount of wages as defined in
section 3121 (a), computed in accordance with such section and section
3121 (i) (3). In dhe case of tips received by an employee in the course
of his employment, the amounts required to be shown by paragraphs
(3) and (5) shall include only such tips as are included in statements
furnished to the employer pursuant to section 6053(a). The amounts
required to be shown by paragraph (5) shall not include wages which
are exempted pursuant to sections 3101(c) and 3111(c) from the taxes
imposed by sections 3101 and 3111.2

(b) SPE CIAL RuLE AS TO COMPENSATION OF MEMBERS OF ARMED
FoltcES.-In the case of compensation paid for service as a member
of the Armed Forces, the statement required by subsection (a) shall
be furnished if any tax was withheld during the calendar year under
section 3402, or if any of the compensation paid during such year is
includible in gross income under chapter 1, or if during the calendar
year any amount was required to be withheld as tax under section
3101. In lieu of the amount required to be shown by paragraph (3)
of subsection (a), such statement shall show as wages paid during
the calendar year the amount of such compensation paid during the

ILParagraph (7) was added by section 105(c) of Public Law 95-600 effective for re-
muneration paid after June 30, 1978. (The effective date is a technical error in the law;
an effective date of June 30, 1979 was apparently Intended.)

' Subsection (a) was amended by section 317(b) (3) of Public Law 95-216,
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calendar year which is not excluded from gross income under chapter
1 (whether or not such compensation constituted wages as defined in
section 3401(a)).

(c) ADDITIONAL REQUuU ENTS.-The statements required to be
furnished pursuant to this section in respect of any remuneration shall
be furnished at such other times, shall contain such other information,

0
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and shall be in such form as the Secretary may by regulations pro-
*scribe. The statements required under this section shall also show the

proportion of the total amount withheld as tax under section 3101
which is for financing the cost of hospital insurance benefits under
part A of title XVIII of the Social Security Act.

(d) STATEMENTS To CONSTITUTE INFORMATION" RETURNS.-A dupli-
cate of any statement made pursuant to this section and in accord-
ance with regulations prescribed by the Secretary shall, when required
by such regulations, be filed with the Secretary.

(e) RAILROAD ExPLOYEs.--
(1) ADDITIONAL REQUIREmENT.-Every person required to

deduct and withhold tax under section 3201 from an employee
shall include on or with the statement required to be furnished
such employee under subsection (a) a notice concerning the pro-
visions of this title with respect to the allowance of a credit or
refund of the tax on wages imposed by section 3101 (b) and the tax
on compensation imposed by section 3201 or 3211 which is treated
as a tax on wages imposed by section 3101(b).

(2) INFORMATION TO BE SUPPLIED TO EMPILOYEEs.-Each person
required to deduct and withhold tax under section 3201 during
any year from an employee who has also received wages during
such year subject to the !.ax imposed by section 3101(b) shall,
upon request of such employee, furnish to him a written statement
showing-

(A) the total amount of compensation with respect to
which the tax imposed by section 3201 was deducted,

(B) the total amount deducted as tax under section 3201,
and

(C) the portion of the total amount deducted as tax under
section 3201 which is for financing the cost of hospital insur-
ance under part A of title XVIII of the Social Security Act.

SEC. 6053. REPORTING OF TIPS.'
(a) REPORTS BY EMiPLOYEs.-Every employee who, in the course of

his employment by an employer, receives in any calendar month tips
which are wages (as defined in section 3121 (a) or section 3401 (a)) or
which are compensation (as defined in section 3231(e)) shall report
all such tips in one or more written statements furnished to his em-
ployer on or before the 10th day following such month. Such state-
ments shall be furnished by the employee under such regulations, at
such other times before such 10th day, and in such form and manner,
as may be prescribed by the Secretary.

(b) STATEMENTS FuRNIsHIU By ExpwLoEws.-If the tax imposed
* by section 3101 or section 3201 (as the case may be) with respect to

SSee section 2111 of P.4. 94-455 which in printed in this document on page 783.
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tips reported by an employee pursuant to subsection (a) exceeds the
tax which can be collected by the employer pursuant to section 3102 or
section 3202 (as the case may be), the employer shall furnish to the
employee a written statement showing the amount of such excess. The
statement required to be furnished pursuant to this subsection shall
be furnished at such time, shall contain such other information, and
shall be in such form as the Secretary may by regulations prescribe.
When required by such regulations, a duplicate of any such statement
shall be filed with the Secretary.

* * * * * * *

SEC. 6061. SIGNING OF RETURNS AND OTHER DOCU-
MENTS.

Except as otherwise provided by sections 6062 and 6063, any re-
turn, statement, or other document required to be made under any
provision of the internal revenue laws or regulations shall be signed
in accordance with forms or regulations prescribed by the Secretary.

SEC. 6064. SIGNATURE PRESUMED AUTHENTIC.
The fact that an individual's name is signed to a return, statement,

or other document shall be prima facie evidence for all purposes that
the return, statement, or other document was actually signed by him.

SEC. 6065. VERIFICATION OF RETURNS.
Except as otherwise provided by the Secretary, any return, declara-

tion, statement, or other document required to be made under any pro-
vision of the internal revenue laws or regulations shall contain or be
verified by a written declaration that it is made under the penalties of
perjury.

SEC. 6071. TIME FOR FILING RETURNS AND OTHER
DOCUMENTS.

(a) GENERAL RuL&-When not otherwise provided for by this
title, the Secretary shall by regulations prescribe the time for filing any
return, statement, or other document required by this title or by
regulations.

, * * * * *

SEC. 6072. TIME FOR FILING INCOME TAX RETURNS.
(a) GENERAL RULE.-In the case of returns under section 6012,6013,

6017, or 6031 (relating to income tax under subtitle A), returns made
on the basis of the calendar year shall be filed on or before the 15th
day of April following the close of the calendar year and returns made
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on the basis of a fiscal year shall be filed on or before the 15th day
* of the fourth month following the close of the fiscal year, except as

otherwise provided in the following subsections of this section.
* * * * * S

SEC. 6081. EXTENSION OF TIME FOR FILING RETURNS.
(a) GENERAL RuLu.-The Secretary may grant a reasonable ex-

tension of time for filing any return, declaration, statement, or other
document required by this title or by regulations. Except in the case of
taxpayers who are abroad, no such extension shall be for more than
8 month&

* * S * * * S

SEC. 6091. PLACE FOR FILING RETURNS OR OTHER
DOCUMENTS.

(b) TAx RETu•Ns.-In the case of returns of tax required under
authority of part II of this subchapter-

(1) PERSONS OTHER THAN CORPORATION&-

(A) GENE-RAL ntLE..--Except as provided in subvaragraph
(B), a return (other than a corporation return) shall be
made to the Secretary-

(i) in the internal revenue district in which is located
the legal residence or principal place of business of the
person making the return, or

(ii) at a service center serving the internal revenue
district referred to in clause (i),

as the Secretary may by regulations designate.
(B) Excmrrio0N.--Returns of-

(i) persons who have no legal residence or principal
place of business in any internal revenue district,

(ii) citizens of the United States whose principal
place of abode for the period with respect to which the
return is filed is outside the United States,

(iii) persons who claim the benefits of section 911
(relating to earned income from sources without the
United States), section 931 (relating to income from
sources within possessions of the United States), or sec-
tion 933 (relating to income from sources within Puerto
Rico),

(iv) nonresident alien persons, and
(v) persons with respect to whom an assessment was

made under section 6851 (a) (relating to termination
assessments) with respect to the taxable year,

64-566 0 - 80 - 60
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shall be made at such place as the Secretary may by regula-
tions designate.

(2) CORPORATIONS.-
(A) GENFqmL RULE.-Except as provided in subpara-

graph (B), a return of a corporation shall be made to the
Secretary-

(i) in the internal revenue district in which is located
the principal place of business or principal office or
agency of the corporation, or

(ii) at a service center serving the internal revenue
district referred to in clause (i),

as the Secretary may by regulations designate.
(B) ExcmrTioN.-Returns of-

(i) corporations which have no principal place of
business or principal office or agency in any internal
revenue district,

(ii) corporations which claim the benefits of section
936 (relating to possession tax credit)',

(iii) foreign corporations, and
(iv) corporations with respect t) which an assessment

was made under section 6851 (a) (relating to termina-
tion assessments) with respect to the taxable year,

shall be made at such place as the Secretary may by regula-
tions designate.

SEC. 6101. PERIOD COVERED BY RETURNS OR OTHER
DOCUMENTS.

When net expenses provided for by this title, the Secretary may by
regulations prescribe the period for which, or the date as of which, any
return, statement, or other document required by this title or by regula-
tion shall be made.

SEC. 6103. CONFIDENTIALITY AND DISCLOSURE OF RE-
TURNS AND RETURN INFORMATION.

(a) GENERAL RuIL.-Returns and return information shall be
confidential, and except as authorized by this title--

(1) no officer or employee of the United States,
(2) no officer or employee of any State or of any local child

support enforcement agency who has or had access to returns or
return information under this section, and

(3) no other person (or officer or employee thereof) who has
or had access to returns or return information under subsection
(e) (1) (D) (iii), subsection (m) (4) (B), or subsection (n),2

1 Clause (ii) was amended to read as shown here effective for taxable years beginning
after December 31, 1979 by section 1052 of Public Law 94-455.

2 Paragraph 3 was amended by section 701 (bb) (4) (B) of Public Law 95-600.
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shall disclose any return or return information obtained by him in any
* manner in connection with his service as such an officer or an employee

or otherwise or under the provisions of this section. For purposes of
this subsection, the term "officer or employee" includes a former officer
or employee.

(1) Dwcisuw OF RzTURNS AND RETUR. INFORMATION FOR PuR-
PosS OTHR THAN TAX ADMINISTRATIONo--

(1) )IscLOsuRE OF CERTAIN RETIRNS AND RETURN INFCBXA-
TION TO SOCIAL SECURITY ADMINISTRATION AND RAILROAD RETIRE-
MENT BoARD.--The Secretary may, Upon written request, disclose
returns and return information with respect to--

(A) taxes imposed by chapters 2, 21, an..i 24, to the Social
Security Administration for purposes of its administratiou
of the Social Security Act;

(B) a plan to which part I of subchapter D of chapter 1
applies, to the Social Security Administration for purposes
of carrying out its responsibility under section 1131 of the
Social Security Act, limited, however to return information
described in section 6057(d) ; and

(C) taxes imposed by chapter 22, to the Railroad Retire-
ment Board for purposes of its administration of the Rail-
road Retirement Act.

(5) DEPARTMENT 0)- HEALTH, EDUCATION, AND WELFARE.-
Upon written request !y the Secretary of Health, Education,
and Welfare, the Secretary may disclose information returns
filed pursuant to part III of subchapter A of chapter 61 of
this subtitle for the purpose of carrying out, in accordance
with an agreement entered into pursuant to section 232 of the
Social Security Act, an effective return processing program.

(8) DiscLosuRI oF RETURN INFORMATION TO FEDERAL, STATE-
AND LOCAL CHILD SUPPORT ENFORCEMENT AGENCIE.M-

(A) RXrRN INFORMATION FROM INTERNAL REVENUE
swvxcjL-The Secretary may, upon written request, dis-
close to the appropriate Federal, State, or local child sup-
port enforcement agency-

(i) available return information from the master
files of the Internal Revenue Service relating to the
address, filing status, amounts and nature of income,
and the number of dependents reported on any re-
turn filed by, or with respect to, any individual with

A respect to whom child support obligations are sought

671



Revised July 1980

to be established or enforced pursuant to the provi-
sions of part D of title IV of the Social Security Act
and with respect to any individual to whom such sup-
port obligations are owing, and

(ii) available return information reflected on any
return filed by, or with respect to, any individual
described in clause (i) relating to the amount of such
individual's gross income (as defined in section 61)
or consisting of the names and addresses of payors
of such income and the names of any dependents re-
ported on such return, but only if such return in-
formation is not reasonably available frozi any other
source.

(B) RErRicrox ON DISciosultz.-The Secretary shall
disclose return information under subparagraph (A)
only for purposes of, and to the extent necessary in, es-
tablishing and collecting child support obligations from,
and locating, individuals owing such obligations.

(7) DISCLOSURE OF V'LdCrAIN RETURN INFORMATION BY SOCIAL
SFA*URITY ADMINSTILJLTION T7N DEPARTMENT (IF AGRICULTU'RE ANXI)

TO STATE F)OD STAMP AGEX('IES.-
(A) Ix GENEI•AL.-The ('oimissioner of Social Security

many disclose return information from returns with respect
to net earnings from self-employment (as defined in section
140-2). wages (as defined in section 3121"(a) or 3401 (a)). and
payments of retirement income which have benii disclosed to
the Social Security Administration as provided by para-
gra)ph (1) or (5) of this subsection-

(i) upon request, to officers and employees of the
Department of Agriculture. and

(ii) upon written request, to officers and employees of
a State food stamp agency.

(B) REsmW'-rlox ox DISCJALsttu.-The Commissioner of
Social Security shall disclose return information under sub-
paragraph (A) only for purposes of. and to the extent neces-
sary in, determining an individual's eligibility for benefits.
or the amounts of benefits, under the food stalip program
established under the Food Stamp Act of 1977.

(C) STATE nFoo) sTr.AM .WEv-cY.-For purposes of this
paragraph, the terni "State food stanip agency" means any
agency describied in section 3(n) (1) of the Food Stamp Act
of 1977 which administer. the food stamp program established
under such Act.'

'This par. (7) was added by sec. 127 of P.L. 90-249. a technical error in P.L. 96-249 In-
correctly indicates that the paragraph was added to subsec. (i) rather than subsee. (1).

672IRC See. 6103(l)



Revised July 1980

(7) Discesumiz oF cERTA.%i RETURN INFORMATION BY SOCIAL
SECURITY ADMINiSTRATION TO STATE AND LOCAL CHUB SUPPORT
ENFORCEMENT AGENCIES.-

(A) Ix (;ENERAI.-UpOn written request, the Commis-
sioner of Social Security shall disclose directly to officers
and employees of a State or local child Support enforcement
agency return information from returns with respect to net
earnings from e.if-employment (as defined in section 1402).
wages (as defined in section 3121(a) or 401(a)), and pay-
ments of retirement income which have been disclosed to
the Social Security Administration as provided by para-
graph (1) or (5) of this subsection.

(B) RFSrRICTrOX o. inscLosuR•L.-The Commissioner of
Social Security shall disclose return information under sub-
paragraph (A) only for purposes of, and to the extent neces-
sary in. establishing and collecting child support obliga-
tions from, and locating, individuals owing such oblig&-
tions. For purposes of the preceding sentence, the term
"child support, obligations" only includes obligations which
are being enforced pursuant to a plan described in section
454 of the Social Security Act which has been approved by
the Secretary of Health and Human Services under part D
of title IV of such Act.

(C) STATE OR LOCAL CHILD SUPPORT ENFORCEMENT
AGExcY.-For purposes of this paragraph, the term "State or
local child suIpport. enforcement, agency" means any agency
of a State or political subdivision thereof operating pursu-
ant to a plan described in subparagraph (BI._

(p) Procedure and Recordkeeping.-

(3) Rm~comws OF INSPECTION AND I)ISCLSURE.
(A) System of recordkeeping. Except as otherwise pro-

vided by this paragraph, the Secretary shall maintain a peL-
inaitent system of standarlized records or accountings of all
requests for inspection or disclosure of returns and return
information (including the reasons for and dates of such
requests) and of returns and return information inspected or
disclosed under this section. Notwithstanding the provisions
of section 552a(c) of title 5, United States Code, the Secre-
tary shall not be. required to maintain a record or accounting
of requests for inspection or disclosure of returns and return
information, or of returns and return information inspected
or disclosed, under the authority of subsections (c), (e),

L This par. (7) was added by see. 408 of P.L. 96-265.
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(h) (1), (3) (A), or (4), (i) (4) or (6) (A) (ii), (k) (1), (2),
or (6), (1) (1), (4) (B), (5), or (7)1 (m), or (n). The records
or accountings required to be maintained under this para-
graph shall be available for examination by the Joint Com-
mittee on Taxation or the Chief of Staff of such joint commit-
tee. Such record or accounting shall also be available for
examination by such person or persons as may be, but only
to the extent, authorized to make such examination under
section 5.52a(c) (3) of title 5, United States Code.

(4) SAFEG t-.%nms.-Any Federal agency described in subsection
(h)(2). (i)(1). (2) or (5), (j)(1) or (2), (1)(1), (2), or (5),
or (o) (1), the General Accounting Office, or any agency, body, or
commission described in subsection (d) or (1) (3), (6), or (7)'
shall, as a condition for receiving returns or return information-

(A) establish and maintain, to the satisfaction of the Se•-
retary, a permanent system of standardized records with
respt-.t to any request, the reason for such request, and the
date of such request made by or of it and any disclosure of
return or return information made by or to it;

(B) establish and maintain, to the satisfaction of the Sec-
retary, a secure area or place in which such returns or return
information shall be stored;

(C) restrict, to the satisfaction of the Secretary, access to
the returns or return information only to persons whose duties
or responsibilities require access and to whom disclosure may
be made under the provisions of this title;

(D) provide such other safeguards which the Secretary
determines (and which he prescribes in regulations) to be
necessary or appropriate to protect the confidentiality of the
returns or return information;

(E) furnish a report to the Secretary, at such time and
containing such information as the Secretary may prescribe,

1 The reference to subpar. (7) was added by see. 127 of P.L. 96-249 and by see. 408 of
P.. 9-265.
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which describes the procedures established and utilized by
such agency, body, or commission or the General Accounting
Office for ensuring the confidentiality of returns and return
information required by this paragraph; and

(F) upon completion of use of such returns or return
information-

(i) in the case of an agency, body, or coininission
described in subject ion (d) or (1) (6) or (7),' return to
the Secretary such returns or return information (along
with any cOplies made therefrom) or make such returns
or return information undisclksable in any manner and
furnish a written report to the Secretary describing such
manner; and

(ii) in the case of an agency described in subsections
(h) (2), (i) (1),9 (2), or (5), (j) (1) or (6-2.),9 (1) (1),9 ('2),

or (5), or (o) (1), the commission described in subsection
(1) (3), or the General Accounting Office, either-

(I) return to the ,ecretary such returns or return
information (along with any copies made there-
from),

(II) otherwise mate such returns or return infor-
mation undisclosable, or

(III) to the extent not so returned or made undis-
closable, ensure that the conditions of subparagraphs
(A), (B), (C), (D), and (E) of this paragraph con-
tinue to be met with respect to such returns or
return information.

except that the conditions of subparagraphs (A), (B), (C), (D),
and (E) shall cease to apply with respect to any return or return
information if, and to the extent that, such return or return infor-
mation is disclosed in the course of any judicial or administrative
proceeding and made a part of the public record thereof. If the
Secretary determines that any such agency, body, or commission
or the General Accounting Office has failed to, or does not, meet
the requirements of this paragraph, he may, after any proceedings
for review established under paragraph (7), take such actions as
are necessary to ensure such requirements are met, including refus-
ing to disclose returns or return information to such agency, body,
or commission or the General Accounting Office until he deter-
mines that such requirements have been or will be met.

The reference to subpar. (7) was added by see. 127 of P.L 96-249 and by see. 408 of
P.L. 96-265.
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SEC. 6109. IDENTIFYING NUMBERS.
(a) SuPLYINGo OF IDENTIrnNo Nuxw=-When required by reg-

ulations prescribed by the Secretary:
(1) INCLUSION Ix RB-URNS.-Any person required under the

authority of this title to make a return, statement, or other docu-
ment shall include in such return, statement, or other document
such identifying number as may be prescribed for securing
proper identification of such person.

(2) F um ioWVMmE 7sr OTHER PMRWoN&--Any person with
respect to whom a return, statement, or other document is re-
quired under the authority of this title to be made by another
person shall furnish to such other person such identifying num-
ber as may be prescribed for securing his proper identification.

(3) FuRN ismHo NUMBER OF ANOTHER PERsoN.-Any person re-
quired under the authority of this title to make a return, state-
ment, or other document with respect to another person shall
request from such other person, and shall include in any such
return, statement, or other document, such identifying number
as may be prescribed for securing proper identification of setch
other person.

(4) FURNISHING IDENTIFYING UMBER OF INCOME TAX RETURN
PnR.-m--Any return or claim for refund prepared by an income

tax return preparer shall bear such identifying number for
securing proper identification of such preparer, his employer, or
both, as may be prescribed. For purposes of this paragraph, the
terms "return" and "claim for refund" have the respective mean-
ings given to such terms by section 6696 (e).

For purposes of this subsection, the identifying number of an indi-
vidual (or his estate) shall be such individual's social security account
number.

(b) Lm TATioN.--
(1) Except as provided in paragraph (2), a return of any

person with respect to his liability for tax, or any statement or
other document in support thereof, shall not be considered for
purposes of paragraphs (2) and (3) of subsection (a) as a re-
turn, statement, or other document with respect to another person.

(2) For purposes of paragraphs (2) and (8) of subsection
(a), a return of an estate or trust with respect to its liability for
tax, and any statement or other document in support thereof, shall
be considered as a return, statement, or other document with
respect to each beneficiary of such estate or trust.

(c) RQIMENT OF INFoRmxAoN.--For purposes of this section,
the Secretary is authorized to require such information as may be
necessary to assign an identifying number to any person.
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(d) Usi or SocuIL Szcuunr AccouNT Numw=-The social secu-
* rity account number issued to an individual for purposes of section

205(c) (2) (A) of the Social Security Act shall, except as shall other-
wise be specified under regulations of the Secretary, be used as the
identifying number for such individual for purposes of this title.

CHAPTER 62-TIME AND PLACE FOR PAYING TAX

SEC. 6151. TIME AND PLACE FOR PAYING TAX SHOWN
ON RETURNS.

(a) GZNERAL Ruzz.-Except as otherwise provided in this section,
when a return of tax is required under this title or regulations, the
person required to make such return shall, without assessment or notice
and demand from the Secretary, pay such tax to the internal revenue
officer with whom the return is filed, and shall pay such tax at the
time and place fixed for filing the return (determined without regard
to any extension of time for filing the return).

SEC. 6152. INSTALLMENT PAYMENTS.
(a) PmvIwE To ELucr To MAKE INSTALLMENT PAYMENTh-

*, * * * * *

(3) EMPLOWEE SUBJECT To UNEMPLOMENT TAX.--[Repealed.]
(b) DAWT PRESCRIBED FOR PAYMENTS OF INSTAL-LMNTS.-

(1) Fou-R INsTALLxiNT&-In any case (other than payment of
estimated income tax) in which the tax may be paid in four in-
stallments, the first installment shall be paid on the date prescribed
for the payment of the tax, the second installment shall be paid
on or before 3 months, the third installment on or before 6 months,
and the fourth installment on or before 9 months, after such date.

(2) Two INSTALxExT--In any case (other than payment of
estimated income tax) in which the tax may be paid in two install-
ments, the first installment shall be paid on the date prescribed
for the payment of the tax, and the second installment shall be
paid on or before 3 months after such date.

SEC. 6155. PAYMENT ON NOTICE AND DEMAND.
(a) GENERhAL Ruur.-Upon receipt of notice and demand from the

Secretary, there shall be paid at the place and time stated in such
notice the amount of any tax (including any interest, additional
amounts, additions to tax, and assemsable penalties) stated in such
notice and demands.

*
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SEC. 616L EXTENSION OF TIME FOR PAYING TAX.
(a) Axouwr Dzrma ar TXwAmE ox NRxrR.--

(1) GENERAL RuLL.-The Secretary, except as otherwise pro-
vided in this title, may extend the time for payment of the
amount of the tax shown, or required to be shown, on any return
or declaration required under authority of this title (or auy
installment thereof), for a reasonable period not to exceed 6
months (12 months in the case of estate tax) from the date
fixed for payment thereoL Such extension may exceed 6 months
in the case of a taxpayer who is abroad.
* * * * *

CHAPTER 63-ASSESSMENTS

SUBCHAPTER A-IN GENERAL

SEC. 6201. ASSESSMENT AUTHORITY.
(a) * a *

(4) Erroneous credit under section 39 or 43.-If on any return
or claim for refund of income taxes under subtitle A there is an
overstatement of the credit allowable by section 39 (relating to
certain uses of gasoline, special fuels, and lubricating oil) or sec-
tion 43 (relating to earned income), the amount so overstated
which is allowed against the tax shown on the return or which is
allowed as a credit or refund may be assessed by the Secretary
in the same manner as in the case of a mathematical error
appearing upon the return.1

• a a a a

SEC. 6206 SPECIAL RULES APPLICABLE TO CERTAIN
EMPLOYMENT TAXES.

(a) ADJUSTMENT O0 TAx.-
(1) GENERAT RuIL-If less than the correct amount of tax

imposed by section 3101, 3111, 3201, 3221, or 3402 is paid with
respect to any payment of wages or compensation, proper adjust-
ments, with respect to both the tax and the amount to be deducted,
shall be made, without interest, in such manner and at such times
the Secretary may by regulation prescribe.

(2) UNITED STATES AS EMPLOYzR.-For purposes of this sub-
section, in the case of remuneration received from the United

SLect/oa 6201(a) (4) wa. amended by section 204(b) (2) of Public Law 96-12.
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States or a wholly-owned instrumentality thereof during any cal-
* endar year, each head of a Federal agency or instrumentality who

makes a return pursuant to section 312-2 and each agent, desig-
nated by the head of a T ederal agency or instrumentality, who
makes a return pursuant to such section shall be deemed a sepa-
rate employer.

(3) GUAM OR AMJRICAN SAMOA AS EMPwYER.-For purposes of
this subsection, in the case of remuneration received during any
calendar year from the Government of Guam, the Government
of American Samoa, a political subdivision of either, or any in-
strumentality of any one or more of the foregoing which is wholly
owned thereby, the Governor of Guam, the Governor of Ameri-
can Samoa, and each agent designated by either who makes a
return pursuant to section 3125 shall be deemed a separate
employer.

(4) DirrsicrT o01 COLUMBIA .%S Em'LOymE-For purposes of this
subsection, in the case of remuneration received during any calein-
dar year from the District of Columbia or any instrumentality
which is wholly owned thereby, the Mayor of the District of
Columbia and each agent designated by him who makes a return
pursuant to section 3125 shall be deemed a separate employer.

(b) UNDMRPAYMENTS.-If less than the correct amount of tax im-
* posed by section 3101, 3111, 3201, 3221, or 3402 is paid or deducted

with respect to any payment of wages or compensation and the under-
payment cannot be adjusted under subsection (a) of this section, the
amount of the underpayment shall be assessed and collected in such
manner and at such times (subject to the statute of limitations prop-
erly applicable thereto) as the Secretary may by regulations pre-wribe.

CHAPTER 64-COLLECTION

Paso
See. 6301. Collection authority ------------------------------- 677
See. 6302. Mode or time of collection -------------------------------- 678
Sec. 6303. Notice and demand for tax -------------------------- 678
See. 6305. Collection of certain liability ------------------------------ 678
Sec. 6813. Fractional parts of a cent ------------------------- 679
Be. 6814. Receipt for taxes --------------------------------- 679
See. 6331. Levy and distraint -------------------------------- 679
See. 6M34. Property exempt from levy -------------------------- 680

SEC. 630L COLLECTION AUTHORITY.
The Secretary shall collect the taxes imposed by the internal revenue

lawL

i a This table o cmtemts doam not appear In the law In this forz.
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SEC. 6302 MODE OR TIME OF COLLECTION.
(a) ErTA5LuIsiMMT DY RMUIATION•.-If the mode or time for col-

lecting any tax in not provided for by this title, the Secretary may
establish the same by regulations.

(b) D5urmioE Or Mruwoo.--Whether or not the method of col-
lecting any tax imposed by chapters 21, 31, 32, 33, section 4481 of
chapter 36, section 4501(a) of chapter 37 is specifically provided for
by this title, any such tax may, under regulations prescribed by the
Secretary, be collected by means of returns, stamps, coupons, tickets,
books, or such other reasonable devices or methods as may be necessary
or helpful in securing a complete and proper collection of the tax.

(c) Uss or Govmmx-r D•IosiTAu•s,-The Secretary may
authorize Federal Reserve banks, and incorporated banks or trust
companies which are depositaries or financial agents of the United
States, to receive any tax imposed under the internal revenue laws,
in such manner, at such times, and under such conditions as he may
prescribe; and he shall prescribe the manner, times, and conditions
under the receipt of such tax by such banks and trust companies is
to be treated as payment of such tax to the Secretary.

(d) Caoss REFERNCE.-
For treatment of payment of earned income advance amounts as pay-

ment of withholding and FICA taxes, see section 8507 (d)."

SEC. 6303. NOTICE AND DEMAND FOR TAX.
(a) GFNERAL RuLiL-Where it is not otherwise provided by this title,

the Secretary shall, as soon as practicable, and within 60 days, after
the making of an assessment of a tax pursuant to section 6203, give
notice to each person liable for the unpaid tax, stating the amount
and demanding payment thereof. Such notice shall be left at the
dwelling or usual place of business of such person or shall be sent
by mail to such person's last known address.

(b) ASESSMxENT PioR TO LAsr DATE FoR PA•'xxr.-Except where
the Secretary believes collection would be jeopardized by delay, if
any tax is assessed prior to the last date prescribed for payment of
such tax, payment of such tax shall not be demanded under subsection
(a) until after such date
SEC. 6305. COLLECTION OF CERTAIN LIABILITY.

(a) Ic GENEAL--Upon receiving a certification from the Secretary
of Health, Education, and Welfare, under section 452(b) of the Social
Security Act with respect to any individual, th, Secretary shall assess
and collect the amount certified by the Secretary of Health, Education,
and Welfare, in the same manner, with the same powers, and (except
as provided in this section) subject to the same limitations as if such
amount were a tax imposed by subtitle C the collection of wh4ch would
be jeopardized by delay, except that,-

' Subsection (d) was added by section 105(e) at Public Law 95-600.

IRC Sem 6302(a) as8



IRC See. 6331(a)

(1) no interest or penalties shall be a or collected,
* (2) for such purposes, paragraphs (4), (6), and (8) of sec-

tion 6334 (a) (relating to property exempt from levy) shall not
apply,

(3) there shall be exempt from levy so much of the salary,
wages, or other income of an individual as is being withheld ther-
from in garnishment pursuant to a judgment entered by a court
of competent jurisdiction for the support of his minor children,
and

(4) in the case of the first assessment against an individual for
delinquezncy under a court order against such individual for a
larticular person or persons, the collection shall be stayed for a
period of 60 days immediately following notice and demand as
described in section 6303.

(b) REvEw oF AssSMEzNTs AND CoU.ziozs.-No court of the
United States, whether established under article I or article III of the
Constitution, shall have jurisdiction of any action, whether legal or
equitable, brought to restrain or review the assessment and collection
of amounts by the Secretary or his delegate under subsection (a), nor
shall any such assessment and collection be subject to review by the
Secrtary in any proceeding. This subsection does not preclude any
legal, equitable, or administrative action against the State by an indi-

* vidual in any State court or before any State agency to determine his
liability for any amount assessed against him and collected, or to
recover any such amount collected from him, under this section.

SEC. 6313. FRACTIONAL PARTS OF A CENT.
In the payment of any tax imposed by this title, a fractional part

of a cent shall be disrgarded unless it amounts to one-half cent or
more, in which case it shall be inc to 1 cent.

SEC. 6314. RECEIPTS FOR TAXES.
(a) G--_ Rwu --The Secretary shall, upon request, give

receipts for all sums collected by him, excepting only when the same
are in payment for stamps sold and delivered; but no receipt shall be
issued in lieu of a stamp representing a tax.

SEC. 633L LEVY AND DISTRAINT.
(a) AuTuwoir or SwRETARY ox DELFuAT.L-If any person liable

to pay any tax neglects or refuses to pay the same within 10 days
after notice and demand, it shall be lawful for the Secretary to collect
such tax (and such further sum as shall be sufficient to cover the ex-

Spenses of the levy) by levy upon all property and rights to property
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(except such property as is exempt under section 6334), belonging to
uch person or on which there is a lien provided in this chapter for
the payment of such tax. Levy may be made upon the accrued salary
or wages of any officer, employee, or elected official, of the United
States or the District of Columbia, or any agency or instrumentality of
ths United State or the Distuict of Columbia, by serving a notice of
levy on the employer (as defined in section 3401(d)) of such officer,
employee, or elected officiaL If the Secretary makes a finding that the
colltion of such tax is in jeopardy, notice and demand for immediate
payment of such tax may be made by the Secretary and, upon failure
or refusal to pay such tax, collection thereof by levy shall be lawful
without regard to the 10-day period provided in this section.

(b) SNEzURE AND SALz or PRorrxr.--The term "levy" as used in
"this title hicludes the power of distraint and seizure by any means.
Except as otherwise provided in subsection (d) (3), a levy shall extend
only to property possessed and obligations existing at the time thereof.
In any case in which the Secretary may levy upon property or rights
to property, he may seize and sell such property or rights to property
(whether real or personal, tangible or intangible).

SEC. 6334. PROPERTY EXEMPT FROM LEVY.
(a) ENuxTj•-TIOS.-There shall be exempt from levy-

(4) UNEMPLOYMExzNT iENE5.-Any amount payable to an
individual with respect to his unemployment (including any por-
tion thereof payable with respect to dependents) under an unem-
ployment compensation law of the United States, of any State, or
of the District of Columbia or of the Commonwealth of Puerto
Rico.

(6) CV.frAIN ANNUITrY AND PENSION PAYMrE.Ts.-Annuity or
pension payments under the Railroad Retirement Act, benefits
under the Railroad Unemployment Insurance Act, special pension
payments received by a person whose name has been entered on
the Army, Navy, Air Force, and Coast Guard Medal of Honor
roll (38 U.S.C. 562), and annuities based on retired or retainer
pay under chapter 73 of title 10 of the United States Code.

(7) WoiumxEN's coMPExsA&ToN.--Any amount payable to an
individual as workmen's compensation (including any portion
thereof payable with respect to dependents) under a workmen's
compensation law of the United States, any State, the District of
Columbia, or the Commonwealth of Puerto Rico. Af
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(8) JUTDOMmzNI Yon support o0r MxIOR cmuDizrE.-If the tax-
payer is required by judgment of a court of competent jurisdic-
tion, entered prior to the date of levy, to contribute to the support
of his minor children, so much of his salary, wages, or other in-
come as is necessary to comply with such judgment.

CHAPTER 65-ABATEMENTS, CREDITS, AND REFUNDS

SUBCHAPTER A-PROCEDURE IN GENERAL

SEC. 6401. AMOUNTS TREATED AS OVERPAYMENTS.'

(a) AssusMENT AND COLLEmcO ATE LIMTATON PEmoD.-The
term "overpayment" includes that part of the amount of the payment
of any internal revenue tax which is assessed or collected after the
expiration of the period of limitation properly applicable thereto.

(b) Excss CnwsTL.-If the amount allowable as credits under sec-
tions 31 (relating to tax withheld on wages), 39 (relating to certain
uses of gasoline, special fuels, and lubricating oil), and 43 (relating
to earned income credit), exceeds the tax imposed by subtitle A (re-
duced by the credits allowable under subpart A of part IV of sub-

* chapter A of chapter 1, other than the credits allowable under sec-
tions 31, 39, and 43), the amount of such excess shall be considered an
overpayment. For purposes of the preceding sentence, any credit al-
lowed under paragraph (1) of section 32 (relating to withholding of
tax on nonresident aliens and on foreign corporations) to a nonresi-
dent alien individual for a taxable year with respect to which an elec-
tion under section 6013(g) or (h) is in effect shall be treated as an
amount allowable as a credit under section 31.

(c) Ruxz WHFAW No TAx LAumrTr.4--An amount paid as tax shall
not be considered not to constitute an overpayment solely by reason of
the fact that there was no tax liability in respect of which such amount
was paid.

SUBCHAPTER B-RULES OF SPECIAL APPLICATION

SEC. 6413. SPECIAL RULES APPLICABLE TO CERTAIN
EMPLOYMENT TAXES.

(a) AzvumzNToTAx.-
(1) GzNz, RuLu.-If more than the correct amount of tax

imposed by section 3101, 3111, 3201, 3221, or 3402 is pai- with

O 'Section 6401 w amended by section 204(b) (1) of Public Law =21 and :W section
7010- of P.L 945. For effective dates see section 209ib) of c Law U12ii as

amended by section 401(c) (1) (A) of Public Law 94-455. Section 6401 was also amended
by section 701(u) (15) (D) of Public Law 95-600.
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respect to any payment of remuneration, proper adjustment,
with respect to both the tax and the amount to be deducted, shall
be made, without interest, in such manner and at such times a the
Secretary may by regulations prescribe.

64-566 0 - 80 - 61
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(2) UlTrrw STATES AS RIPLoYEL-For purposes of this subsec-
tion, in the case of remuneration received from the United States
or a wholly-owned instrumentality thereof during any calendar
year, each head of a Federal agency or instrumentality who makes
a return pursuant to section 3122 and each agent, designated by
the head of a Federal agency or instrumentality, who makes a
return lurstiant to such section shall be deemed a separate
employer.

(3) GUAM OR AMRF.JCA'N.. SAMOA AS rLMPE•RO.-For purposes of
this subsection, in the case of remuneration received during any
calendar year from the Government of Guam, the Government of
American Samoa, a political subdivision of either, or any instru-
mentality of any one or more of the foregoing which is wholly
owned thereby, the Governor of Guam, the Governor of American
Samoa, and each agent designated by either who makes a return
pursuant to section 3125 shall be deemed a separate employer.

(4) Dib--icr OF COLUMBIA AS wPLOw.a.-For purposes of this
subsection, in the case of reimnuneration received during any cal-
endar year from the District of Columbia or any instrumentality
which is wholly owned thereby, the Mayor of the District of
Columbia and each agent designated by him who makes a return
pursuant to section 3125 shall be deemed a separate employer.

(b) OVEIWAYMENTS OF CFwrTAIN EMPLoYME.NT TAxFE.-If more than
the correct amount of tax imposed by section 3101, 3111, 3201, 3221, or
3402 is paid or deducted with respect to any payment of remuneration
and the overpayment cannot be adjusted under subsection (a) of this
section, the amount of the overpayment shall be refunded in such man-
ner and at such times (subject to the statute of limitations properly
applicable thereto) as the Secretary may by regulations prescribe.(C) SPECIAL RFM&

(1) Ih Gzxamu.- If by reason of an employee receiving wages
from more than one employer during a calendar year the wages
received by him during such year exceed the contribution ard
benefit base (as determined under section 230 of the Social
Security Act)I which is effective with respect to such year, the
employee shall be entitled (subject to the provisions of section 31
(b)) to a credit or refund of any amount of tax, with respect to
such wages, imposed by section 3101 or section 3201, or by both
such sections, and deducted from the employee's wages (whether
or not paid to the Secretary), which exceeds the tax with respect
to the amount of such wages received in such year which is equal
to such contribution and benefit base. The term "wages" as used
in this paragraph shall, for purposes of this paragraph, include
"compensation" as defined in section 3231(e).

I 8" AVPpediz B.
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(2) APPLCABuIjTr IN cAsE or FEDAL AND STATS E•MLOYEU,
EMPLOYEES OF CERTAIN FOREIGN CORPORATIONS, AND GOVERNMENTAL

EMPLOYEES IN GUAM, AMERICAN SAMOA, AND THE DISTRICT OF

COLUMBIA.-

(A) FWEw. nEx YE•s.-In the case of remuneration re-
ceived from the United States or a wholly-owned instrumen-
tality thereof during any calendar year, each head of a Fed-
eral agency or instrumentality who makes a return pursuant
to section 3122 and each agent, designated by the head of a
Federal agency or instrumentality, who makes a return pur-
suant to such section shall, for purposes of this subsection, be
deemed a separate employer, and the term "wages" includes
for purposes of this subsection the amount, not to exceed an
amount equal to the contribution and benefit base (•s deter-
mined under section 230 of the Social Security Act) I for any
calendar year with respect to which such contribution and
benefit base is effective, determined by each such head or
agent as constituting wages paid to an employee.

(B) STATE EXPLOYa•s.-For purposes of this subsection.
in the case of remuneration received during any calendar
year, the term "wages" includes such remuneration for serv-
ices covered by an agreement made pursuant to section 218 of
the Social Security Act as would be wages if such services con-
stituted employment; the term "employer" includes a State
or any political subdivision thereof, or any instrumentality
of any one or more of the foregoing; the term "tax" or "tax
imposed by section 3101" includes, in the case of services cov-
ered by an agreement made pursuant to section 218 of the
Social Security Act, an amount equivalent to the tax which
would be imposed by section 3101, if such services constituted
employment as defned in section 3121; and the provisions of
this subsection shall apply, whether or not any amount de-
ducted from the employee's remuneration as a result of an
agreement made pursuant to section 218 of the Social Security
Act has been paid to the Secretary.

(C) EMPLOYEES or cERrAIN FOREIGN CORPORATION s.-For
purposes of paragraph (1) of this subsection, the term
"wages" includes such remuneration for services covered by
an agreement made pursuant to section 3121(1) as would be
wages if such services constituted employment; the term
"employer" includes any domestic corporation which has
entered into an agreement pursuant to section 3121(1); the
term "tax" or "tax imposed by section 3101," includes in the
case of services covered by an agreement entered into pursu-

I See Appendix B.

U
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ant to section 3121(1), an amount equivalent to the tax which
would be imposed by section 3101, if such services constituted
employment as defined in section 3121; and the provisions of
paragraph (1) of this subsection shall apply whether or not
any amount deducted from the employee's remuneration as
a result of the agreement entered into pursuant to section
8121(1) has been paid to the Secretary.

(D) GOVERNMXNTAL EMPLOYEES IN OUAM.-In the case of
remuneration received from the Government of Guam or any
political subdivision thereof or frour any instrumentality of
any one or more of the foregoing which is wholly owned
thereby, during any calendar year, the Covernor of Guam
and each agent designated by him. who -nakes a return pur-
suant to section 3125 (a) shall, ior purposes of this subsection
be deemed a separate employer.

(E) GOVERNMENTAL EMPLOYEES IN AMERICAN SAMOA.-In
the case of remuneration received from the Government of
American Samoa or any political subdivision thereof or from
any instrumentality of any one or more of the foregoing
which is wholly owned thereby, during any calendar year. the
Governor of American Samoa and each agent designated by
him who makes a return pursuant to section 3125(b) shall,
for purposes of this subsection, be deemed a separate
employer.

(F) GovamuzITr zPwYmS IN THE DISTRICT OF COLUM-
BA.-In the case of remuneration received from the District
of Columbia or any instrumentality wholly owned thereby,
during any calendar year, the Mayor of the District of Co-
lumbia and each agent designated by him who makes a re-
turn pursuant to section 3125(c) shall, for purposes of this
subsection, be deemed a separate employer.

(3) APPLIcABmIY WITH RE5E-r To COMPENSATION OF E-
PIIYEES SUBJECT TO THE RAILROAD RETIREMENT TAX ACT.-In the
case of any individual who, during any calendar year, receives
wages from one or more employers and also receives compensa-
tion which is subject to the tax imposed by section 3201 or 3211,
such compensation shall, solely for purposes of applying para-
graph (1) with respect to the tax imposed by section 3101(b),
be treated as wages received from an employer with respect to
which the tax imposed by section 3101 (b) was deducted.

(d) REFUND OR CREDIT OF FEDERAL UNEMPLOYMxErN TAx.-Any
credit allowable under section 3302, to the extent not previously
allowed, shall be considered an overpayment, but no interest shall be
allowed, or paid with respect to such overpayment.

S S
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CHAPTER 66-LIMITATIONS

Page'
E.c. 6501. Umitatlons on assessment and collection ........ - 685
Se. 6502. Collection after assement -- - 688
8ee. 6511. LImitations on credit or refund ---------------------------- 686
See- 651& Time returns deemed filed and tax considered paid ----------- 688
Sac. 6521. Mitigation of effect of limitation in case of related taxes under

different chapters ------------------------------------- 688

SEC. 6501. LIMITATIONS ON ASSESSMENT AND COLLEC-
TION.

(a) GENERAL Rum.-Except as otherwise provided in this section,
the amount of any tax imposed by this title shall be assessed within
3 years after the return was filed (whether or not such return was filed
on or after the date prescribed) or, if the tax is payable by stamp,
at any time after such tax became due and before the expiration of
3 years after the date on which any part of such tax was paid, and
no proceeding in court without assessment for the collection of such
tax shall be begun after the expiration of such period.

(b) TIME RULruR. DEEmw FILM.-
(1) EAm-r uirua..-For purposes of this section, a return of

tax imposed by this title, except tax imposed by chapter 3, 21, or
24, filed before the last day prescribed by law or by regulations
promulgated pursuant to law for the filing thereof, shall be con-
sidered as filed on such last day.

(2) RETURN OF CERTAIN EMPLOYMENT TAXES AND TAX IMPOSED BY

CiivrER 3.-For purposes of this section, if a return of tax im-
posed by chapter 3, 21, or 24 for any period ending with or
within a calendar year is filed before April 15 of the succeeding
calendar year, such return shall be considered filed on April 15 of
such calendar year.

(3) RvETREXECUTED BY sEcRETARY.--Notwithstanding the
provisions of paragraph (2) of section 6020(b), the execution of
a return by the Secretary pursuant to the authority conferred by
such section shall not start the running of the period of limita-
tion on assessment and collection.

(c) Exczrrio -
(1) FAlsE REtUN.ý-In the case of a false or fraudulent return

with the intent to evade tax, the tax may be assessed, or a proceed-
ing in court for collection of such tax may be begun without
assessment, at any time.

(2) WILLFUL AT~ rT TO vADE. TAx.-In the case of a willful
attempt in any manner to defeat or evade tax imposed by this title

a This table of contents does not appear In the law In this form.

&GE



IRC Sec. 6501(c) 686
(other than tax imposed by subtitle A or B), the tax may be
memmd, or a proceeding in court for the collection of such tax
may be begun without assessment, at any time.

(8) No iw-ruRx.--In the case of failure to file a return, the tax
may be assessed, or a proceeding in court for the collection of such
tax may be begun without assessment, at any time.

(4) Exmxsiox BY AGtEMFT.-Where, before the expiration
of the time prescribed in this section for the assessment of any tax
imposed by this title, except the estate tax provided in chapter 11,
both the Secretary and the taxpayer have consented in writing to
its assessment after such time, the tax may be assessed at any time
prior to the expiration of the period agreed upon. The period so
agreed upon may be extended by subsequent agreements in writ-
ing made before the expiration of the period previously agreed
upon.

SEC. 6502. COLLECTION AFTER ASSESSMENT.
(a) LENoTH OF PEMUoD.-Where the assessment of any tax imposed

by this title has been made within the period of limitation properly
applicable thereto, such tax may be collected by levy or by a proceed-
ing in court, but only if the levy is made or the proceeding begun--

(1) within 6 years after the assessment of the tax, or
(2) prior to the expiration of any period for collection agreed

upon in writing by the Secretary and the taxpayer before the
expiration of such 6-year period (or, if there is a release of levy
under section 6343 after such 6-year period, then before such
release).

The period so agreed upon may be extended by subsequent agreements
in writing made before the expiration of the period previously agreed
upon. The period provided by this subsection during which a tax may
be collected by levy shall not be extended or curtailed by reason of a
judgment against the taxpayer.

(b) DATE WHEN LEVY Is CONSIDERED MAD.-The date on which
a levy on property or rights to property is made shall be the date on
which the notice of seizure provided in section 6335(a) is given.

SEC. 6511. LIMITATIONS ON CREDIT OR REFUND.
(a) PmoD or LIMITAToN oN FINxG CxAnx-Claim for credit or

refund of an overpayment of any tax imposed by this title in respect
of which tax the taxpayer is required to file a return shall be filed by
the taxpayer within 3 years from the time the return was filed or
2 years from the time the tax was paid, whichever of such periods
expires the later, or if no return was filed by the taxpayer, within
2 years from the time the tax was paid. Claim for credit or refund
of any overpayment of any tax imposed by this title which is required
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to be paid by means of a stamp shall be filed by the taxpayer within
* 8 years from the time the tax was paid.

(b) LmLTATIONS O.N ALOWANCz Or CREDITS AND RrFUNDS-
(1) FmINO or cLAIxM WITHiN PRESCRIBED PERIOD.--O credit or

refund shall be allowed or made after the expiration of the period
of limitation prescribed in subsection (a) for the filing of a claim
for credit or refund, unless a claim for credit or refund is filed
by the taxpayer within such period.

(2) LIMIT O. AMOUNT OF CREDIT OR REFUND.-

(A) LIMrr WHRFE CAIM FLEmD WITHMN 8-YEAR PEROD.-If
the claim was filed by the taxpayer during the 3-year period
prescribed in subsection (a), the amount of the credit or re-
fund shall not exceed the portion of the tax paid within the
period immediately preceding the filing of the claim, equal to
3 years plus the period of any extension of time for filing the
return. If the tax was required to be paid by means of a
stamp, the amount of the credit or refund shall not exceed
the portion of the tax paid within the 3 years immediately
preceding the filing of the claim.

(B) LLirr WHERz CLAIM N(r rnFILE wrrHiHN 3-YEAR PE-
uoD.--If the claim was not filed within such 3-year period,
the amount of the credit or refund shall not exceed the por-
tion of the tax paid during the 2 years immediately preceding
the filing of the claim.

(C) LIMrr IF NO CLIM FUED.-If no claim was filed, the
credit or refund shall not exceed the amount which would be
allowable tinder subparagraph (A) or (B), as the case may
be, if claim was filed on the date the credit or refund is
allowed.

(d) SPEcIA RuLS APPLICABL TO INCOME TAxES.-

() SCAL PEROD or LIrATION wrrH RESPECT TO SEL-
EMPLOYMENT TAX IN CERTAIN" cASES.-If the claim for credit or
refund relates to an overpayment of the tax imposed by chapter 2
(relating to the tax on self-employment income) attributable to
an agreement, or modification of an agreement, made pursuant to
section 218 of the Social Security Act (relating to coverage of
State and local employees), and if the allowance of a credit or
refund of such overpayment is otherwise prevented by the oper-
ation of any law or rule of law other than section 7122 (relating
to compromises), such credit or reftud may be allowed or made

* if claim therefor is filed on or before the last day of the second
year after the calendar year in which such agreement (or modi-
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fication) is agreed to by the State and the Secretary of Health,
Education, and Welfare.
* S *•e

SEC. 6513. TIME RETURN DEEMED FILED AND TAX CON-
SIDERED PAID.

(C) RzTrUR AND PAYMENT OF SOCIAL SECURITY TAXEs AND INCOME

TAx WIT~oWmLNo.-Notwithstanding subsection (a), for purposes of
section 6511 with respect to any tax imposed by chapter 3, 21, or 24-

(1) If a return for any period ending with or within a calendar
year is filed before April 15 of the succeeding calendar year, such
return shall be considered filed on April 15 of such succeeding
calendar year; and

(2) If a tax with respect to remuneration or other amount
paid during any period ending with or within a calendar year is
paid before April 15 of the succeeding calendar year, such tax
shall be considered paid on April 15 of such succeeding calendar
year.

(e) PAYMENTS OF FEDERAL ItNF-5MPIOYMENT TAx.--Notwithstanding
subsection (a), for purposes of section 6511 any payment of tax im-
posed by chapter 23 which, pursuant to section 6157, is made for a
calendar quarter or other period within a calendar year shall, if made
before the iast day prescribed for filing the return for the calendar
year (determined without regard to any extension of time for filing),
be considered made on such last day.

* S S S S S

SEC. 6521. MITIGATION OF EFFECT OF LIMITATION IN
CASE OF RELATED TAXES UNDER DIFFER-
ENT CHAPTERS.

(a) SELt-EMPLOYM&NT TAX AND TAX o.x WAGES.-In the case of
the tax imposed by chapter 2 (relating to tax on self-employment
income) and the tax imposed by section 3101 (relating to tax on em-
ployees under the Federal Insurance Contributions Act)-

(1) If an amount is erroneously treated as self-employment
income, or if an amount is erroneously treated as wages, and

(2) If the correction of the error would require an assessment
of one such tax and the refund or credit of the other tax, and

(3) If at any time the correction of the error is authorized as
to one such tax but is prevented as to the other tax by any law or
rule of law (other than section 7122, relating to compromises),

then, if the correction authorized is made, the amount of the assess-
ment, or the amount of the credit or refund, as the case may be,
authorized as to the one tax shall be reduced by the amount of the
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credit or refund, or the amount of the assessmet as the case may be,
* which would be required with respect to such other tax for the correc-

tion of the error if such credit or refund, or such assessment, of such
other tax were not prevented by any law or rule of law (other than
section 7122 relating to compromises).

(b) DEFiUNITION&s-For purposes of subsection (a), the terms "self-
employment income" and "wages" shall have the same meaning as
when used in section 1402(b).

CHAPTER 67-INTEREST
$ $ * * * *

SEC. 6601. INTEREST ON UNDERPAYMENT, NONPAY-
MENT, OR EXTENSIONS OF TIME FOR PAY-
MENT, OF TAX.

(a) (GE.xt-II, Rtui:.--If any amount of tax imp)osed by this title
(whether required to be shown on a return, or to be paid by stamp or
by sonie other niethod) is not paid on or before the last date pre-
scribed for payment, interest on such amount at an annual rate estabi-
lished uider section 6621 shall be paid for the period from such last
date to the date paid.

(b) LAsr DATE PRESCcRIED FOR PAYMEN.T.-For purposes of this
section, the last (late prescribed for payment of the tax shall be de-
termined under chapter 62 with the application of the following rules:

(1) EXTENSIONS OF TIME msitw u)ir~.--The last date prescribed
for payment shall be determined without regard to any extension
of time for payment.

(2) INSTALLMENT PAYMENTs.-In the case of an election under
section 6152(a) to pay the tax in installments-

(A) The date prescribed for payment of each installment
of the tax shown on the return shall be determined under
section 6152(b), and

(B) The last date prescribed for payment of the first in-
stallment shall be deemed the last date prescribed for pay-
ment of any portion of the tax not shown on the return.

(3) JEoPzuwr.-The last date prescribed for payment shall be
determined without regard to any notice and demand for pay-
ment issued, by reason of jeopardy (as provided in chapter 70).
prior to the last date otherwise prescribed for such payment.

(4) LAsr DATE FOR PAYMENT NOT OTHER PREscRIBED.-In the
case of taxes payable by stamp and in all other cases in which
the last date for payment is not otherwise prescribed, the last date
for payment shall be deemed to be the date the liability for tax
arises (and in no event shall be later than the date notice and
demand for the tax is made by the Secretary).
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(e) AricwA RuLEs.-Except as otherwise provided in this

title-
(1) IwrNEsr TmzizD AS tAx.--Interest prescribed under this

section on any tax shall be paid upon notice and demand, and
shall be assessed, collected, and paid in the same manner as taxes.
Any reference in this title (except subchapter B of chapter 63,
relating to deficiency procedures) to any tax imposed by this title
shall be deemed also to refer to interest imposed by this section
on such tax.

(2) No INTEREST ON IwxTEEsT.-No interest under this section
shall be imposed on the interest provided by this section.

(3) INTEREST ON PENALTIES, ADDITIONAL AMOUNTS, OR ADDITIONS

TO THE TAx.-Interest shall be imposed tinder subsection (a) in
respect of any assessable penalty, additional amount, or addition
to the tax only if such assessable penalty, additional amount, or
addition to the tax is not paid within 10 days from the date of
notice and demand therefor, and in such case interest shall be
imposed only for the period from the date of the notice and de-
mand to the date of payment.

(4) PAYMENTS MADE WITHIN 10 DAYS AFTER NOTICE AND DE-
MAN.D.-If notice and demand is made for payment of any
amount, and if such amount is paid within 10 days after the date
of such notice and demand, interest under this section on the
amount so paid shall not be imposed for the period after the date
of such notice and demand.

(g) LIMITATION O.N- ASSEsSXENT AND COLLEcnoI.-Interest pre-
scribed under this section on any tax may be assessed and collected at
any time during the period within which the tax to which such interest
relates may be collected.

CHAPTER 68-ADDITIONS TO THE TAX, ADDITIONAL
AMOUNTS, AND ASSESSABLE PENALTIES

See. 6651. Failure to file tax return or to pay tax -------------------- 690
Sec. 6652. Failure to file certain information returns ...------------- 692
Sec. 665&. Failure to make deposit of taxes ------------------------ 64
See. 6659. Applicable rules ------------------------------------- 64
Sec. 6674. Fraudulent statement or failure to furnish statement to em-
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SEC. 665L FAILURE TO FILE TAX RETURN OR TO PAY
TAX.

(a) ADorrio.x To THE TAx.--In case of failure-
(1) to file any return required under authority of subchapter

A of chapter 61 (otLer than part III thereof), subchapter A of
chapter 51 (relating to distilled spirits, wines, and beer), or of
subchapter A of chapter 52 (relating to tobacco, cigars, cigarettes,
and cigarette papers and tubes), or of subchapter A of chapter
53 (relating to machine guns and certain other firearms), on the
date prescribed therefor (determined with regard to any exten-
sion of time for filing), unless it is shown that such failure is
due to reasonable cause and not due to willful neglect, there shall
be added to the amount required to be shown as tax on such
return 5 percent of the amount of such tax if the failure is for
not more than 1 month, with an additional 5 percent for each addi-
tional month or fraction thereof during which such failure con-
tinues, not exceeding 25 percent in the aggregate;

(2) to pay the amount shown as tax on any return specified in
paragraph (1) on or before the date prescribed for payment of
such tax (determined with regard to any extension of time for
pmaymlent). Unless it is shown that such failure is due to reason-
able cause and not due to willful neglect, there shall be added to
the amount shown as tax on such return 0.5 percent of the amount
of such tax if the failure is for not more than 1 month, with an
additional 0.5 percent for each additional month or fraction there-
of during which such failure continues, not exceeding 25 percent
in the aggregate; or

(3) to pay any amount in respect of any tax required to be
shown on a return specified in paragraph (1) which is not so
shown (including an assessment made pursuant to section
6213(b)) within 10 days of the date of the notice and demand
therefore, unless it is shown that such failure is due to reasonable
cause and not due to willful neglect, there shall be added to the
amount of tax stated in such notice and demand 0.5 percent of
the amount of such tax if the failure is for not more than I month,
with an additional 0.5 percent for each additional month or frac-
tion thereof during which such failure continues, not exceeding
25 percent in the aggregate.

(b) PENALTY Ihposm ON NEr AMOUNT DuL-For purposes of-
(1) subsection (a) (1), the amount of tax required to be shown

on the return shall be reduced by the amount of any part of the
tax which is paid on or before the date prescribed for payment
of the tax and by the amount of any credit against the tax which
may be claimed on the return,
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(2) subsection (a) (2), the amount of tax shown on the return
shall, for purposes of computing the addition for any month, be
reduced by the amount of any part of the tax which is paid on or
before the beginning of such month and by the amount of any
credit against the tax which may be claimed on the return, and

(3) subsection (a) (3), the antount of tax stated in the notice
and demand shall, for the purpose of computing the addition for
any month, be reduced by the amount of any part of the tax which
is paid before the beginning of such month.

SEC. 6652. FAILURE TO FILE CERTAIN INFORMATION
RETURNS.

(a) "*.

(b) OTHER RrrL"Rs.-In the case of each failure to file a statement
of a payment to another person required under authority of section
6041 (relating to certain information at source), section 6042(a) (2)
(relating to payments of dividends aggregating less than $10), section
6044 (a) (2) (relating to payments of patronage dividends aggregat-
ing less than $10), section 6049 (a) (2) (relating to payments of in-
terest aggregating less than $10), section 6049(a) (3) (relating to
other payments of interest by corporations), or section 6051(d) (re-
lating to information returns with respect to income tax withheld),
in the case of each failure to make a return required by section 6050A
(a) (relating to reporting requirements of certain fishing boat op-
erators), and in the case of each failure to furnish a statement re-
quired by section 6053(b) (relating to statements furnished by em-
ployers with respect to tips), or section 6050A(b) (relating to state-
ments furnished by certain fishing boat operators), on the date pre-
scribed therefor (determined with regard to any extension of time for
filing), unless it is shown that such failure is due to reasonable cause
and not to willful neglect, there shall be paid (upon notice and
demand by the Secretary and in the same manner as tax) by the
person failing to so file the statement, $1 for each such statement not
so filed, but the total amount imposed on the delinquent persn for
all such failures during the calendar year shall not exceed $1,000.

(c) FArLuRE To REPoRT Tn~s.-In the case of failure by an em-
ployee to report to his employer on the date ar.d in the manner pre-
scribed therefor any amount of tips required to be so reported by sec-
tion 6053(a) which are wages (as defined in section 3121(a), or which
are compensation (as defined in section 3231(e)) unless it is shown
that such failure is due to reasonable cause and not due to willful
neglect, there shall be paid by the employee, in addition to the tax im-
posed by section 3101 or section 3201 (as the case may be) with respect
to the amount of tips which he so failed to report, an amount equal to
50 percent of such tax.
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(d) RETURNS BY ExrPTr OaoaNIZATONS AND BY CE.RTAim TRuTs.-
(1) PzxALTr oN oaANIZATIoN oR muar.-In the case of a fail-

ure to file a return required under section 6033 (relating to returns
by exempt organizaLions), section 6034 (relating to returns by cer-
tain trusts), or section 6043(b) (relating to exempt organiza-
tions), on the date and in the manner prescribed therefor (deter-
mined with regard to any extension of time for filing), unless it
is shown that such failure is due to reasonable cause there shall be
paid (on notice and demand by the Secretary and in the same
manner as tax) by the exempt organization or trust failing so
to file, $10 for each day during which such failure continues, but
the total amount imposed hereunder on any organization for
failure to file any return shall not exceed $5,000.

(2) M A1AXAGERS.--The Secretary may make written demand
upon an organization failing to file under paragraph (1) speci-
fying therein a reasonable future date by which such filing shall
be made, and if such filing is not made on or before :uch date,
and unless it is shown that failure so to file is due to reasonable
cause, there shall be paid (on notice and demand by the Secre-
tary and in the same manner as tax) by the person failing so to
tile, $10 for each day after the expiration of the time specified
in the written demand during which such failure continues, but
the total amount imposed hereunder on all persons for such
failure to file shall not exceed $5,000. If more than one person
is liable under this paragraph for a failure to file, all such pe'r-
sonis shall be jointly and severally liable with respect to such
failure. The term "person" as used herein means any officer, di-
rector, trustee, employee, member, or other individual who is un-
der a duty to perform the act in respect of which the violation
occurs.

(3) AN•uAL R.iorrs.-In the case of a failure to file a report re-
quired under section 6056 (relating to annual reports by private
foundations) or to comply with the requirenwnts of section
6104(d) (relating to public inspection of private foundations'
annual reports), on the date and in the mamner prescribed there-
for (determined with regard to any extension of time for filing),
unless it is shown that such failure is due to reasonable cause,
there shall be paid (on notice and demand by the Secretary and
in the same manner as tax) by the person failing so to file or
meet the publicity requirement, $10 for each day during which
such failure continues, but the total amount impo6ed hereunder
on all such persons for such failure to file or comply with the
requirements of section 6104(d) with regard to any one annual
report shall not exceed $5,000. If more than one person is liable
under this paragraph for a failure to file or comply with the
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requirements of section 6104(d), all such persons shall be jointly
and severally liable with respect to such failure. The term "per-
son" as used herein means any officer, director, trustee, employee,
member, or other individual who is under a duty to perform the
act in respect of which the violation occurs.
* * • * • • •

SEC. 6656. FAILURE TO MAKE DEPOSIT OF TAXES.
(a) PE.ALTr.-In case of failure by any person required by this

title or by regulation of tie Secretary under this title to deposit on
the date prescribed therefore any amount of tax imposed by this
title in such government depositary aa is authorized under section
6302(c) to receive such deposit, unless it is shown that such failure
is due to reasonable cause and not due to willful neglect, there shall be
imposed upon such person a penalty of 5 percent of the amount of the
underpayment. For purposes of this subsection, the term "under-
payment" means the excess of the amount of the tax required to be so
deposited over the amount, if any, thereof deposited on or before the
date prescribed therefor.

(b) PENALTY NOT ImPOSED ArrER DuE DATE FOR REruR=N.-For
purposes of subsection (a), the failure shall be deemed not to continue
beyond the last date (determined without regard to any extension of
time) prescribed for payment of the tax required to be deposited or
beyond the date tax is paid, whichever is earlier.

SEC. 6659. APPLICABLE RULES.
(a) AwTW•,Ns TREATED AS TAx.-Except as otherwise provided in

this title-
(1) The additions to the tax, additional amounts, and penalties

provided by this chapter shall be paid upon notice and demand
and shall be assessed, collected, and paid in the same manner as
taxes;

(2) Any reference in this title to "tax" imposed by this title
shall be deemed also to refer to the additions to the tax, additional
amounts, and penalties provided by this chapter.

(b) PRocEDuRE FoR A6SF.SS%'o CERTAIN A mrrxoms To TAx.-For
purposes of subchapter B of chapter 63 (relating to deficiency pro-
cedures for income, estate, gift, and chapter 42 taxes), subsection (a)
shall not apply to any addition to tax under section 6651, 6654, or
6655; except that it shall apply-

(1) in the case of an addition described in section 6651, to that
portion of such addition which is attributable to a deficiency in
tax described in section 6211; or
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(2) to an addition described in section 6654 or 6655, if no return
is filed for the taxable year. %

SEC. 6674. FRAUDULENT STATEMENT OR FAILURE TO
FURNISH STATEMENT TO EMPLOYEE.

In addition to the criminal penalty provided by section 7204, any
person required under the provisions of section 6051 or 6053(b) to
furnish a statement to an employee who willfully furnishes a false or
fraudulent statement, or who willfully fails to furnish a statement in
the manner, at the time, and showing the information required tinler
section 6051 or 6053(b), or regulations prescribed thereunder, shall
for each such failure be subject to a penalty under this subchapter of
$50, which shall be assessed and collected in the same manner as the
tax on employers ilijposed by section 3111.

SEC. 6676. FAILURE TO SUPPLY IDENTIFYING NUMBER.
(&) CiviL PENALTrY.-If any person who is required by regulations

prescribed under section 6109--
(1) to include his identifying number in any return. statement,

or other document,
(2) to furnish his identifying number to another person, or
(3) to include in any ret urn, statement, or other document made

with respect to another person the identifying number of such
or other document,

fails to comply with such requirement at the time prescribed by such
regulations, such person shall pay a penalty of $5 for each such fail-
ure, unless it is shown that such failure is due to reasonable cause.

(b) l)EFICIENCY PROCEDURES NOr To APPLY.-Subehapter B of
chapter 63 (relating to deficiency procedures for income, estate, gift
and chapter 42 taxes) shall not apply in respect of the assessment or
collection of any penalty imposed by subsection (a).

0 0 0 0 0 0 0

CHAPTER 7--CRIMES, OTHER OFFENSES, AND
FORFEITURES
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SEC. 7201. ATTEMPT TO EVADE OR DEFEAT TAX.
Any person who willfully attempts in any manner to evade or defeat

any tax imposed by this title or the payment thereof shall, in addition
to other penalties provided by law, be guilty of a felony and, upon
conviction thereof, shall be fined not more than $10,000, or imprisoned
not more than 5 years, or both, together with the costs of prosecution.

SEC. 7202. WILLFUL FAILURE TO COLLECT OR PAY OVER
TAX.

Any person required under this title to collect, account for, and
pay over any tax imposed by this title who willfully fails to collect
or truthfully account for and pay over such tax shall, in addition to
other penalties provided by law, be guilty of a felony and, upon con-
viction thereof, shall be fined not more than $10,000, or imprisoned
not more than 5 years, or both, together with the costs of prosecution.
SEC. 7203. WILLFUL FAILURE TO FILE RETURN, SUPPLY

INFORMATION, PAY TAX.
Any person required under this title to pay any estimated tax or tax,

or required by this title or by regulations made under authority
thereof to make a return (other than a return required under authority
of section 6015), keep any records, or supply any information, who
willfully fails to pay such estimated tax or tax, make such return,
keep such records, or supply such information, at the time or times
required by law or regulations, shall, in addition to other penalties
provided by law, be guilty of a misdemeanor and, upon conviction
thereof, shall be fined not more than $10,000, or imprisoned not more
than I year, or both, together with the costs of prosecution.

SEC. 7204. FRAUDULENT STATEMENT OR FAILURE TO
MAKE STATEMENT TO EMPLOYEES.

In lieu of any other penalty provided by law (except the penalty
provided by section 6674) any person required under the provisions of
section 6051 to furnish a statement who willfully furnishes a false or
fraudulent statement or who willfully fails to furnish a statement in
the manmer, at the time, and showing the information required under
section 6051, or regulations prescribed thereunder, shall, for each such
offense, upon conviction thereof, be fined not more than $1,000, or
imprisoned not more than 1 year, or both.

SEC. 7206. FRAUD AND FALSE STATEMENTS.
Any person who-

(1) DECLARTION UDER PENALTIES Or Pr.Ty.-Willfully
makes and subscribes any return, statement, or other document,
which contains or is verified by a written declaration that it is
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made under the penalties of perjury, and which he does not be-
lieve to be true and correct as to every material matter; or

(2) Am OR ASSISTANCL-Willfully aids or assists in, or pro-
cures, counsels, or advises the preparation or presentation under,
or in connection with any matter arising under, the internal reve-
nue laws, of a return, affidavit, claim, or other document, which is
fraudulent or is faLqe as to any material matter, whether or not
such falsity or fraud is with the knowledge or consent of the per-
son authorized or required to present such return, affidavit, claim,
or document;

shall be guilty of a felony and, upon conviction thereof, shall be fined
not more than $5,000, or imprisoned not more than 3 years; or both,
together with the cots of prosecution.

SEC. 7207. FRAUDULENT RETURNS, STATEMENTS, OR
OTHER DOCUMENTS.

Any person who willfully delivers or discloses to the Secretary or
his delegate any list, return, account, statement, or other document,
known by him to be fraudulent or to be false as to any material matter,
shall be fined not more than $1,000, or imprisoned not more than 1
year, or both. Any person required pursuant to sections 6047 (b) or

* (c), 6056 or 6104(d) to furnish any information to the Secretary or
any other person who willfully furnishes to the Secretary or such
other person any information known by him to be fraudulent or to
be false as to any material matter shall be fined not more than $1,000.
or imprisoned not more than 1 year, or both.

SEC. 7213. UNAUTHORIZED DISCLOSURE OF INFORMA-
TION.

(a) Rmruags AND Rru ImOa& Tiox.--
(1) FFDAL EXPL4Y0YFES AND oriiR* PEssois.-It shall be un-

lawful for any officer or employee of the United States or any
person described in section 6103(n) (or an officer or employee of
any such person), or any former officer or employee, willfully to
disclose to any person, except as authorized in this title, any re-
turn or return information (as defined in section 6103(b)). Any
violation of this paragraph shall be a felony punishable upon
conviction by a fine in any amount not exceeding $5,000, or im-
prisonment of not more than 5 years, or both, together with the
costs of prosecution, and if such offense is committed by any offi-
cer or employee of the United States, he shall, in addition to any
other punishment, be dismissed from office or discharged from
employment upon conviction of such offense.

64-566 0 - 80 - 62
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(2) ST.NTu: AN) •(T•IER EM'L,.L.-It Eshall be unlawfld for any
officer. ennpov ee. or agent. or former othiccr. ellployete. or a.giet. of
any State (an defined in section 6103(b) (5) ). any local child sup-
polt enforcement agency or any educational in.-titution, or any
State food stamp agency (as defined in section 6103(1) (7) (C))
willfully to disclo.-se to any person. except as authlrimet in this
title. any return or return information (as defined iut --c'tion 6i(03
(b)) acquired by hiiii or another lr.-oii uinde.r .,Il,.ect ionl (,i).

(1) (6) or (7). or (lii) (4) (B) of section 6I103. Any violation of
this paragraplh shall bx a felony plni.-able by a- fine in any
aiiiount not exceeding $5.0K. ir impri:-onnelt of not lllorle t lhl;n
5 years. or both. together with the io.-ts of pro.,)cut ion.1

(3) Oq'Yrhik Pt.xswNs.-It slall be unlawful for any personal t
whom any return or return information (a., defined in se.-ct iom 61:'1
(b) ) is dibclo:-ed in a imianner u"unauthorized by thii. title thereafter
willfully to print or publish in a-y mariner not provided by law
any such return or return information. Any violation of this para-
graph shall be a felony punishab~le by a fine in any amount not
exceeding $5,000. or imprisonment of not more than 5 years. or
both, together with the co-.ts of pro.secution.

(4) SoLvcir.rTbOX.-It shall be unlawful for any person will-
fully to offer any item of material value in exchange for any l't urn

or return information (as detined in actionn 6103(b)) and to
receive as a result of such solicitation any such return or return
information. Any violation of this paragraph shall be a felony
punishable by a fine in any amount not exceeding 05H1, orin-
prisomnent of not more than 5 ye'rs. or both. tognelther with the
costs of pro., cution.

(5) SHA.:n,.xwDERS.-It -.hiall be unlawful for any person to
whomi a return or return information (as defined in s-ction 6103
(b)) is disclosed pursuant to the , visionss of section 6103(e)
(1) (D) (iii) willfully to disclose .such return or return informa-
tion in any manner not provided by law. Any violation of this
paragraph shall be a felony punishable by a fine in any amount not
to exceed $5,0OO, or imprisonment of not nore than 5 years. or
both, together with the costs of prosecution.

(b) DjscwosutuE OF OPERATIONS OF MLAN.xuFAcrTuRER OR PRODUCER.-

Any officer or employee of the United States who divulges or makes
known in any manner whatever not provided by law to any person the
operations, style of work. or apparatus of any manufacturer or pro-
ducer visited bv himi in the discharge of his official duties shall be
guilty of a misdemeanor and. upon conviction thereof, shall be fined
not more than $1,000, or imprisoned not more than 1 year, or both,
together with the costs of prosecution; and the offender shall be dis-
missed from office or discharged from employment.

I Paragraph (2) was amended by see. 127 of P.L. UO-249 aud by see. 4ui8 of P.L 96-26.P.
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(c) DISCIAil1RIES BY CERTAIN DELEGATFA (IF SECRETARY.-AII pro-
visions of law relating to the disclosure of information, and all pro-
visions of law relating to penalties for unauthorized disclosure of
information, which are applicable in respect of any function under
this title *lWen performed by an officer or employee of the Treasury
Department are likewise applicable in respect of such function when
performed by any person who is a "delegate" within the meaning of
section 7701 (a) (12) (B).

(d) Caoss R.Enmzixc-
(1) PENALTM FOR DISCLOSURE OF INFORMATION BY PREPARERS OF

PREruRNs.-For penalty for disclosure or use of information by
preparers of returns, see section 7'216.

(2) PENALTIES FOR mscLosuRE or COxFIDEXTIAL INFORMKATION.-
For penalties for disclosure of confidential information by any

officer or employee of the United States or any department or
agency thereof, see 18 U.S.C. 1905.

CHAPTER 78-DISCOVERY OF LIABILITY AND
ENFORCEMENT OF TITLE

S SEC. 7651. ADMINISTRATION AND COLLECTION OF
TAXES IN POSSESSIONS.

Except as otherwise provided in this subchapter, and except as
otherwise provided in section 28(a) *of the Revised Organic Act of
the Virgin Islands and section 30 of the Organic Act of Guam (relat-
ing to the covering of the proceeds of certain taxes into the treasuries
of the Virgin Islands and Guam, respectively)-

(1) ApptICAmaTrY or ADwMNISTRATIW PRoVISIONS&-AlI provi-
sions of the laws of the United States applicable to the assessment
and collection of any tax imposed by this title or of any other
liability arising under this title (including penalties) shall, in
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respect of such tax or liability, extend to and be applicable in any
possession of the United States in the same manner and to the
same extent as if such possession were a State, and as if the term
"United States" when used in a geographical sense included such
possession.

(2) TAX iMPosED xI i'ossEssIox.-In the case of any tax which
is imposed by this title in any possession of the United States-

(A) INTERNAL REVENUE COLLECTIONs-Such tax shall be
collected under the direction of the Secretary, and shall be paid
into the Treasury of the United States as internal revenue col-
lections; and

(B) APPLICABLE L.&ws&-All provisions of the laws of the
JTnited States applicable to the administration, collection, and
enforcement of such tax (including penalties) shall, in re-
spect of such tax, extend to and be applicable in such posses-
sion of the United States in the same manner and to the same
extent as if such possession were a State, and as if the term
"United States" when used in a geographical sense included
such possession.

(3) OTHER LAWS RELATNO TO POSSEsioNs.-This section shall
apply notwithstanding any other provision of law relating to any
possession of the United States.

(4) CANAL zoN&--For purposes of this section, the term "pos-
session of the United States" includes the Canal Zone.

(5) VIRGIN ISLANDS.-
(A) For purposes of this section, the reference in section

28(a) of the Revised Organic Act of the Virgin Islands to
"any tax specified in section 3811 of the Internal Revenue
Code" shall be deemed to refer to any tax imposed by chapter
2 or by chapter 21.

(B) For purposes of this title, section 28(a) of the Revised
Organic Act of the Virgin Islands shall be effective as if such
section had been enacted subsequent to the enactment of this
title.

*0

SEC. 7655. CROSS REFERENCES.
(a) IMPosTIo.V or TAX IN PossFssloN&-

For provisions imposing tax in possessions, see-
(1) Chapter 2. relating to self-employment tax;
',Chapter 21, relating to the tax under the Federal Insurance Con-

tri•(•1a3 Acte;
(3) Chapter 37, relating to tax on sugar.
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(b) Ormw Pwrvinoxs.-
For other provisions relating to pomsesions of the United states, e"

(1) Section 988, relatUng to income tax on residents of Puerto Rico;
(2) Section 6418(b), relating to exportation of sugar to Puerto Rico.

CHAPTER 79-DEFINITIONS

SEC. 7701. DEFINITIONS.
(a) When used in this title, where not otherwise distinctly expressed

or manifestly incompatible with the intent thereof-
(1) PELwoN.-The term "person" shall be construed to mean

and include an individual, a trust, estate, partnership, associa-
tion, company or corporation.

(3) CORPORATIMo.-The term "c corporation" includes associa-
tions, joint-stock companies, and insurance companies.

(4) DommTlric.-The term "domestic" when applied :• a cor-
portion or partnership means created or organized in the United
States or under the law of the United States or of any State.

(7) STocK.-The term "stock" includes shares in an association,
joint-stock company, or insurance company.

(9) UmT= SrATE&-The term "United States when used in a
geographical sense includes only the States and the District of
Columbia.

(10) STAm.-The term "State" shall be construed to include
the District of Columbia, where such construction is necessary
to carry out the provisions of this title.

(11) SZCRTARY OF THE TREAURY AND S8CRETARY.-
(A) SacwrAar oFr Tim TREAURY4.--The term "Secretary

of the Treasury" means the Secretary of the Treasury, per-
sonally, and shall not include any delegate of his.

(B) Sw "rr•R.--The term "Secretary" means the Secre-
tary of the Treasury or his delegate.

* 0 0

CHAPTER 80-GENERAL RULES

SEC. 7805. RULES AND REGULATIONS.
(a) AuriomzATboz.--Except where such authority is expressly

given by this title to any person other than an officer or employee of
the Treasury Department, the Secretary shall prescribe all needful. rules and regulations for the enforcement of this title, includig all
rules and regulations as may be necessary by reason of any alteration
of law in relation to internal revenue.
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(c) PRARATIoN AND DzrzumUTio oV REGULATIONS, FORMS,
STAMPS, AmD OrTm MATMrrts.-The Secretary shall prepare and dis-
tribute all the instructions, regulations, directions, forms, blanks,
stamps, and other matters pertaining to the assessment and collection
of internal revenue.

SEC. 7851. APPLICABILITY OF REVENUE LAWS.
(a) GEN.RAJl RuLFm--Except as otherwise provided in any section

of this title-
(1) Suwrrmz A.-

(A) Chapters 1, 2, 4, and 6 of this title shall apply only
with respect to taxable years beginning after December 31,
1953, and ending after the date of enactment of this title, and
with respect to such taxable years, chapters 1 (except sec-
tions 143 and 144) and 2, and section 3801, of the Internal
Revenue Code of 1939 are hereby repealed.

* * * * * * *

(C) Any provision of subtitle A of this title the applica-
bility of which is stated in terms of a specific date (occurring
after December 31, 1953), or in terms of taxable years ending
after a specific date (occurring after December 31, 1953),
shall apply to taxable years ending after such specific date.
Each such provision shall, in the case of a taxable year sub-
ject to the Internal Revenue Code of 1939, be deemed to be
included in the Internal Revenue Code of 1939, but shall be
applicable only to taxable years ending after such specific
date. The provisions of the Internal Revenue Code of 1939
superseded by provisions of subtitle A of this title the appli-
cability of which is stated in terms of a specific date (occur-
ring after December 31, 1953) shall be deemed to be included
in subtitle A of this title, but shall be applicable only to the
period prior to the taking effect of the corresponding provi-
sion of subtitle A.

* * * * , * *

(8) SurriT ca--Subtitle C of this title shall apply only with
respect to remuneration paid after December 31,1954, except that
chapter 22 of such subtitle shall apply only with respect to remu-
neration paid after December 31, 1954, which is for services per-
formed after such date. Chapter 9 of the Internal Revenue Code
of 1939 is hereby repealed with respect to remuneration paid after
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December 31,1954, except that subchapter B of such chapter (and
subchapter E of such chapter to the extent it relates to subchapter
B) shall remain in force and effect with respect to remuneration
paid after December 31, 1954, for services performed on or before
such date.
* * * *

(e) R1F.PMNCE TO OTHER PRovMsxoNs.--For the purpose of apply-
ing the Internal Revenue Code of 1939 or the Internal Revenue Code
of 1954 to any period, any reference in either such code to another
provision of the Internal Revenue Code of 1939 or the Internal Reve-
nue Code of 1954 which is not then applicable to such period shall be
deemed a reference to the corresponding provision of the other code
which is then applicable to such period.

SEC. 7852. OTHER APPLICABLE RULES.

(b) REFE=RvCE iN OTIER LAWS TO Ix.EmRN.L REvENUE CoDE or
1939.-Any reference in any other law of the United States or in any
Executive order to any provision of the Internal Revenue Code of
1939 shall, where not otherwise distinctly expressed or manifestly
incompatible with the intent thereof, be deemed also to refer to the
corresponding provision of this title.
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Excerpt From the Consumer Credit Protection Act, as Amended
(P.al 90-321)

TITLE Ill-RESTRICTION ON GARNISHMENT

301. Finding and purpose.
802 Definitiona
303 Restriction on garnishment.
304. Atestr•lclon on discharge from employment by reason of garnishment.
305. Exemption for State-regulated garnishment&
306. Enforcement by SecretarWy of Labor.
307. Effect on State law&
§ 30L Findings and purpose

(a) The Congress finds:
(1) The unrestricted garnishment of compensation due for per-

sonal services encourages the making of predatory extensions of
credit. Such extensions of credit divert money into excessive credit
payments and thereby hinder the production and flow of goods in
interstate commerce.

(2) The application of garnishment as a creditors' remedy fre-
quently results in loss of employment by the debtor, and the result-
ing disruption of employment, production, and consumption
constitutes a substantial burden on interstate commerce.

(3) The great disparities among the laws of the several States
relating to garnishment have, in effect, destroyed the uniformity
of the bankruptcy laws and frustrated the purposes thereof in
many areas of the country.

(b) On the basis of the findings stated in subsection (a) of this sec-
tion, the Congress determines that the provisions of this title are neces-
sary and proper for the purpose of carrying into execution the powers
of the Congress to regulate commerce and to establish uniform bank-
ruptcy laws.

§ 302. Definitions
For the purposes of this title:
(a) The term "earnings" means compensation paid or payable for

personal services, whether denominated as wages, salary, commission,
bonus, or otherwise, and includes periodic payments pursuant to a
pension or retirement program.
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(b) The term "disposable earnings" means that part of the earnings
of any individual remaining after the deduction from those earnings
of any amounts required by law to be withheld.

(c) The terin "garnislihnent" means any legal or equitable procedure
through which the earnings of any individual are required to be with-
held for payment of any debt.

§ 303. Restriction on garnishment
(a) Except as provided in subsection (b) and in section 305, the

maximum part of the aggregate disposable earnings of an individual
for any workweek which is subjected to garnishment may not exceed

(1) 25 per centuni of his disposable earnings for that week, or
(2) the amount by which his disposable earnings for that. week

exceed thirty times the Federal inininium hourly wage prescribed
by section 6(a) (1) of the Fair Labor Standards Act of 1938 in
effect at the time the earnings are payable,

whichever is less. In the case of earnings for any paiy period other than
a week, the Secretary of Labor shall by regulation preberibe a multiple
of the Federal minimum hourly wage equivalent in effect to that set
forth in paragraph (2).

(b) (1) The restrictions of subsection (a) do not apply in the case
of-

(A) any order for the support of any person issued by a court
of competent jurisdiction or in accordance with an administrative
procedure, which is established by State law, which affords sub-
stantial due process, and which is subject to judicial review.

(B) any order of any court of bankruptcy under chapter XIII
of the Bankruptcy Act.

(C) any debt due for any State or Federal tax.
(2) The maximum part of the aggregate disposable earnings of

an individual for any workweek which is subject to garnishment to
enforce any order for the support of any person shall not exceed-

(A) where such individual is supporting his spouse or depend-
ent child (other than a spouse or child with rvspect to whose sup-
port such order is used), 50 per centum of such individual's
disposable earnings for that week; and

(B) where such individual is not supporting such a spouse or
dependent child described in clause (A), 60 per centuui of such
individual's disposable earnings for that week;

except that, with respect to the disposable earnings of any individual
for any workweek, the 50 per centum specified in clause (A) shall be
deemed to be 55 per centum and the 60 per centum specified in clause
(B) shall be deemed to be 65 per centum, if and to the extent that such
earnings are subject to garnishment to enforce a support order with
respect to a period which is prior to the twelve-week period which ends
with the beginning of such workweek.
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(c) No court of the United States or any State. and no State (or offi-
* cer or agency thereof), may make, execute, or enforce any crder or

process in violation of this section.'
1304. Restriction on discharge from employment by reason of

garnishment
(a) No employer may discharge any employee by reason of the fact

that his earnings have been subjected to garnishment for any one
indebtedness.

(b) Whoever willfully violates subsection (a) of this section shall be
fined not more than $1,000, or imprisoned not more than one year, or
both.
§ 305. Exemption for State-regulated garnishments

The Secretary of Labor may by regulation exempt from the provi-
,ions of section 303(a) and (b) (2) garnishments issued under the laws
of any State if he determines that the laws of that State provide re-
strictions on garnislhnent which are substantially similar to those pro-
vided ins•ection 303 (a) and (b) (2).1
§ 306. Enforcement by Secretary of Labor

The Secretary of Labor, acting through the Wage and Hour Divi-
sion of the Department of Labor, shall enforce the provisions of this
title.
*§307. Effect on State laws

This title does not annul, alter, or affect, or exempt any person from
complying with, the laws of any State

(1) prohibiting garnishments or providil-g for more limited
garnishments than are allowed under this title, or

(2) prohibiting the discharge of any employee by reason of the
fact that his earnings have been subjected to garnishment for
more than one indebtedness.

BSections 303 and 305 were amended by w- 501 (e) at P.L 95-80.
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Excerpts From the Food Stamp Act of 1977, as Enacted by See-
* tion 1301 of the Food and Agriculture Act of 1977 (Public Law

95-113)

Sec. 6. (a) * *

(g) No individual who receives supplemental security income bene-
fits under title XVI of the Social Security Act, State supplementary
payments described in section 1616 of such Act, or payments of the
type referred to in section 212(a) of Public Law 93-66, as amended,
shall be considered to be a member of a household for any month, if,
for such month, such individual resides in a State which provides
State supplementary payments (1) of the type described in section
1616(a) of the Social Security Act and section 212(a) of Public Law
93-66, and (2) the level of which has been found by the Secretary of
Health, Education, and Welfare to have been specifically increased
so as to include the bonus value of food stamps.

Sec. 11. (a) * * *

(j) The Secretary, in conjunction with the Secretary of Health,
Education, and Welfare, is authorized to prescribe regulations per-
mitting applicants for and recipients of social security benefits to
apply for food stamps at social security offices and be certified for
food stamp eligibility in such offices in order that the application and
certification for food stamp assistance may be accomplished as effi-
ciently and conveniently as possible.

Sec. 16. (a) ***

(f) The Secretary and State agencies may (1) require, as a condi-
tion of eligibility for participation in the food stamp program, that
each household member furnish to the State agency their social
security account number (or numbers, if they have more than one
number), and (2) use such account numbers in the administration of
the food stamp program. The Secretary and State agencies shall have
access to the information regarding individual food stamp program

* applicants and participants who receive benefits under title XVI of
the Social Security Act that has been provided to the Secretary of
Health, Education, and Welfare, but only to the extent that the
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Secretary and the Secretary of Health, Education, and Welfare
determine necessary for purposes of determining or auditing a
household's eligibility to receive assistance or the amount thereof
under the food stamp program, or verifying information related
thereto.&

ENote: The next page of this documeslt is page 711]

1aft. 16(t) was added by sec. 5 of P.L 96-58.
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Federal-State Extended Unemployment Compensation Act, As
Amended

Excerpt From Public Law 91-373, August 10, 1970

Title I--Federal-State Extended Unemployment

Compensation Program

Short Title

Sec. 201. This title may be cited as the "Federal-State Extended
Unemployment Compensation Act of 1970".

Payment of Extended Compensation

State Law Requirements

Sec. 202. (a) (1) For purposesof section 3304(a) (11) of the Internal
Revenue Code of 1954, a State law shall provide that payment of ex-
tended compensation shall be made, for any week of unemployment
which begins in the individual's eligibility period, to individuals who
have exhausted all rights to regular compensation under the State
law and who have no rights to regular compensation with respect to
such week under such law or any other State unemployment compen-
sation law or to compensation under any other Federal law and are
not receiving compensation with respect to such week under the unem-
ployment compensation law of Canada. For purposes of the preced-
ing sentence, an individual shall have exhausted his rights to regular
compensation under a State law (A) when no payments of regular
compensation can be made under such law because such individual
has received all regular compensation available to him based on em-

Sployment or wages during his base period, or (B) when his rights to
such compensation have terminated by reason of the expiration of
the benefit year with respect to which such rights existed 1

(2) Except where inconsistent with the provisions of this title, the
terms and conditions of the State law which apply to claims for
regular compensation and to the payment thereof shall apply to claims
for extended compensation and to the payment thereof.

* 'Paragraph (1) was amended by secUon 116(d)(1) ot P.L. -4Wf
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Individuals' Compensation Accounts

(b) (1) The State law shall provide that the State will establish,
for each eligible individual who files an application therefor, an
extended compensation account with respect to such individual's
benefit year. The amount established in such account shall be not less
than whichever of the following is the least:

(A) 50 per centum of the total amount of regular compensation
(including dependents' allowances) payable to him during such
benefit year under such law.

(B) thirteen times his average weekly benefit amount, or
(C) thirty-nine times his average weekly benefit amount, re-

duced by the regular compensation paid (or deemed paid) to
himi during such benefit year under such law;

except that the amount so determined shall (if the State law so pro-
vides) be reduced by the aggregate amount of additional compensation
paid (or deemed paid) to him under such law for prior weeks of unem-
ployinent in such benefit year which did not begin in an extended
benefit period.

(2) For purposes of paragraph (1), an individual's weekly benefit
amount for a week is the amount of regular compensation (including
dependlents' allowances) under the State law payable to such indi-
vidual for such week for total unemployment.

Cessation of Extended Benefits When Paid Under an Interstate
Claim in a State Where Extended Benefit Period Is Not in
Effect

(c) (1) Except as provided in paragraph (2), payment of extended
compensation shall not be made to any individual for any week if-

(A) extended compensation would (but for this subsection)
have been payable for such week pursuant to an interstate claim
filed in any State under the interstate benefit payment plan, and

(B) an extended benefit period is not in effect for such week in
such State.

(2) Paragraph (1) shall not apply with respect to the first 2 weeks
for which extended compensation is payable (determined without re-
gard to this subsection) pursuant to an interstate claim filed under the
interstate benefit payment plan to the individual from the extended
compensation account established for the benefit year.

(3) Section 3304(a) (9) (A) of the Internal Revenue Code of 1954
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shall not apply to any denial of compensation required under this
subsection. '

Extended Benefit Period

Beginning and Ending

Sec. 203. (a) For purposes of this title, in the case of any State,
an extended benefit period-

(1) shall begin with the third week after whichever of the
following weeks first occurs:

(A) a week for which there is a national "on" indicator, or
(B) a week for which there is a State "on" indicator; and

(2) shall end with the third week after the first week for which
there is both a national "off" indicator and a State "off" indicator.

Special Rules

(b) (1) In the case of any State-
(A) no extended benefit period shall last for a period of less

thani thirteen conecutive weeks, and

I Subsee. (c) was added by see. 416 of P.L 96-364 which also provides:
"(b) Errc•cTivz DATE.-
"(1) 14 GESERtAL.--The amendment made by subsection (a) shall apply to weeks of in-

employment beginning after October 1. 1180: except that such amendment shall not ie a
requirement of any State law under section 3304(a) (11) of the Internal Keruae Code ,,f
1V54 for any week which begins before June 1. 1981.

"6(2) SPECIAL RVLZ FOR CERLTAIN STATES.-In the case of any State the legislature of which
does not meet in a regular session which begins during calendar year 19hl and bWfore
April 1, 1981, paragraph (1) shall be applied by substituting June 1, 1982 for June 1. 1981."

64-566 0 - 80 - 63
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(B) no extended benefit period may begin by reason of a State
"on" indicator before the fourteenth week after the close of a
prior extended benefit period with respect to such State.

(2) When a determination has been made that an extended benefit
period is beginning or ending with respect to a State (or all the
States), the Secretary shall cause notice of such determination to be
published in the Federal Register.

Eligibility Period

(c) For purposes of this title, an individual's eligibility period
under the State law shall consist of the weeks in his benefit year which
begin in an extended benefit period and, if his benefit year ends within
such extended benefit period, any weeks thereafter which begin in
such extended benefit perio#ý.

National "On" and "Off" Indicators

(d) For purposes of this section-
(1) There is a national "on" indicator for a week if, for the

period consisting of such week and the immediately preceding
twelve weeks, the rate of insured unemployment (seasonally
adjusted) for all States equaled or exceeded 4.5 per centum (de-
termined by reference to the average monthly covered employ-
ment for the first four of the most recent six calendar quarters
ending before the close of such period).

(2) There is a national "off' indicator for a week if, for the
period consisting of such week and the immediately preceding
twelve weeks, the rate of insured unemployment (seasonally
adjusted) for all States was less than 45 per centum (deter-
mined by reference to the average monthly covered employment
for the first four of the most recent six calendar quarters ending
before the close of such period)."

State "On" and "Off" Indicators

(e) For purposes of this section-
(1) There is a State "on" indicator for a week if the rate of

insured unemployment under the State law for the period consist-
ing of such week and the immediately preceding twelve weeks-

'Subsection (d) was amended by section a11(a) of P.U 94-5"6 effective for weeks
beginning after December 31. 1976. Prior to this elective date, subsection (d) Includes
the following sentence: Effective with ropect to compensation for weeks of unemployment
beginning before December 31. 1976. and beginning after December 31. 1974 (or, if later,
the date established pursuant to State law). the State may by law provide that the deter-
mination of whether there has been a national "on" or -oft' Indicator beginning or ending
any extended benefit period shall be made under this subsection as if the phrase "4.5 per
centum," contained in paragraphs (1) and (2). read "4 per centum."

Revised April 1977
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(A) equaled or exceeded 120 per centum of the average of
such rates for the corresponding thirteen-week period ending
in each of the preceding two calendar years, and

(B) equaled or exceeded 4 per centum.
(2) There is a State "or indicator for a week if, for the period

consisting of such week and the immediately preceding twelve
weeks, either subparagraph (A) or subparagraph (B) of para-
graph (1) is not satisfied.

Effective with respect to compensation for weeks of unemployment
beginning after March 30, 1977 (or, if later, the date established
pursuant to State law) the State may by law provide that the deter-
mination of whether there has been a State "on" or "off" indicator
beginning or ending any extended benefit period shall be made under
this subsection as if (i) paragraph (1) did not coittain subparagraph
(A) thereof, and (ii) the figure "4" contained in subparagraph (B)
thereof were "5"; except that, notwithstanding any such provision
of State law, any week for which there would otherwise be a State
"on" indicator shall continue to be such a week and shall not be deter-
mined to be a week for which there is a State "off" indicator. For
purposes of this subsection, the rate of insured unemployment for any
thirteen-week period shall be determined by reference to the average
monthly covered employment under the State law for the first four of
the most recent six calendar quarters ending before the close of such
periodL1

Rate of Insured Unemployment; Covered Employment

(f) (1) For purposes of subsections (d) and (e), the term "rate of
insured unemployment" meanLs the percentage arrived at by dividing-

(A) the average weekly number of individuals filing claims
for weeks of unemployment with respect to the specified period,

' Paragraph (2) was amended by Publie Law 94-43. Effective for weeks b nn
after March 30, 1977 paragraph (2) was further amended by section 311(b) of ublie
Law 94-566. Prior to that effective date, paragraph (2) contains the following sentence:
Effective with respect to compensation for weeks of unemployment beginning before
March 31, 19T7. and beginning after December 31. 19T7 (or, If later, the date established
pursuant to State law), the State may by law provide that the determination of whether
there has been a State "on" or "of" Indicator beginning or ending any extended benefit
period shall be made under this subsection as If paragraph (1) did not contain subpara-
graph (A) thereof.

M1 Revised April IM7
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as determined on the basis of the reports made by all State
agencies (or, in the case of subsection (e), by the State agency)
to the Secretary, by

(B) the average monthly covered employment for the specified
period.

(2) Determinations under subsection (d) shall be made by the
Secretary in accordance with regulations prescribed by him.

(3) Determinations under subsection (e) shall be made by the State
agency in accordance with regulations prescribed by the Secretary.

Payments to States

Amount Payable

See. 204. (a) (1) There shall be paid to each State an amount equal
to one-half of the sum of-

(A) the sharable extended compensation, and
(B) the shamble regular compensation,

paid to individuals under the State law.
(2) No payment shall be made to any State under this subsection

in respect to compensation for which the State is entitled to reimburse-
ment under the provisions of any Federal law other than this Act.

* (3) In the case of compensation which is sharable extended com-
pensation or sharable regular compensation by reason of the provision
contained in the last sentence of section 203(d), the first paragraph
of this subsection shall be applied as if the words "one-half of" read
"100 per centum of" but only with respect to compensation that
would not have been payable if the State law's provisions as to
the State "on" and "off" indicators omitted the 120 percent factor as
provided for by Public Law 93-368 and by section 106 of this Act.1

(4) The amount which, but for this paragraph, would be payable
under this subsection to any State in respect of any compensation paid
to an individual whose base period wages include wages for services to
which .Lection 3306(c) (7) of the Internal Revenue Code of 1954
applies shall be reduced by an amount which bears the same ratio to
the amount which, but for this paragraph. would be payable under
this subsection to such State in respect oi such compensation as the
amount of the base period wages attributable to such services bears to
the total amount of the base period wages.2

I The reference to "section 106 of this Act" is apparently intended as a reference to
section 106 of Public Law 93-572 which added paragraph (3) to this section.

$Paragraph (4) was added by section 212 of Public Law 94-566, elective for compensa-
tion for weeks of unemployment bgianIg atter December 31, 19&
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Shareable Extended Compensation

(b) For purposes of subsection (a) (1) (A), extended compmnsation
paid to an individual for weeks of unemployment in such individual's
eligibility period is sharable extended compensation to the extent that
the aggregate extended compensation paid to such individual with
respect to any benefit year does not exceed the smallest of the amounts
referred to in subparagraphs (A), (B), and (C) of section 202(b) (1).

Shareable Regular Compensation

(c) For purposes of subsection (a) (1) (B), regular compensation
paid to an individual for a week of unemployment is sharable regular
compensation-

(1) if such week is in such individual's eligibility period (deter-
mined under section 203 (c) ), and

(2) to the extent that the sum of such compensation, plus the
regular compensation paid (or deemed paid) to him with respect
to prior weeks of unemployment in the benefit year, exceeds
twenty-six times (and does not exceed thirty-nine times) the
average weekly benefit amount (including allowances for depend-
ents) for weeks of total unemployment payable to such individual
under the State law in such benefit year.

Payment on Calendar Month Basis

(d) There shall be paid to each State either in advance or by way
of reimbursement, as may be determined by the Secretary, such sum
as the Secretary estimates the State will be entitled to receive under
this title for each calendar month, reduced or increased, as the case
may be, by any sum by which the Secretary finds that his estimates
for any prior calendar month were greater or less than the amounts
which should have been paid to the State. Such estimates may be
made upon the basis of such statistical, sampling, or other method as
may be agreed upon by the Secretary and the State agency.

Certification

(e) The Secretary shall from time to time certify to the Secretary
of the Treasury for payment to each State the sums payable to such
State under this section. The Secretary of the Treasury, prior to audit
or settlement by the General Accounting Office, shall make payment
to die State in accordance with such certification, by transfers from
the extended unemployment compensation account to the account of
such State in the Unemployment Trust Fund.
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Definitions

See. 205. For purposes of this title--
(1) The term "compensation" means cash benefits payable to

individuals with respect to their unemployment.
(2) The term "regular compensation" means compensation pay-

able to an individual under any State unemployment compensa-
tion law (including compensation payable pursuant to 5 U.S.C.
chapter 85), other than extended compensation and additional
compensation.

(3) The term "extended compensation" means compensation
(including additional compensation and compensation payable
pursuant to 5 U.S.C. chapter 85) payable for weeks of unemploy-
ment beginning in an extended benefit period to an individual
under those provisions of the State law which satisfy the require-
ments of this title with respect to the payment of extended com-
pensation.

(4) The term "additional compensation" means compensation
payable to exhaustees by reason of conditions of high unemploy-
ment or by reason of other special factors

(5) The term "benefit year" means the benefit year as defined in
the applicable State law.

(6) The term "base period" means the base period as deter-
mined under applicable State law for the benefit year.

(7) The term "Secretary" means the Secretary of Labor of the
United States.

(8) The term "State" includes the District of Columbie,
the Commonwealth of Puerto Rico, and the Virgin Islands-"

(9) The term "State agency" means the agency of the State
which administers its State law.

(10) The term "State law" means the unemployment compensa-
tion law of the State, approved by the Secretary under section
3304 of the Internal Revenue Code of 1954.

(11) The term "week" means a week as defined in the applicable
State law.

Approval of State Laws

Sec. 206. Section 3204(a) of the Internal Revenue Code of 1954 is
amended by inserting after paragraph (10) (added by section 121(a)
of this Act) the following new paragraph:

"(11) extended compensation shall be payable as provided by
the Federal-State Extended Unemployment Compensation Act
of 1970;".

SPmramph (8) w. ameaded by section 11i(d)(2) of PubUe Law 94-468.
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Effective Dates

See. 207. (a)Except as provided in subsection (b)-
(1) in applying section 203, no extended benefit period may

begin with a week beginning before January 1, 1972; and
(2) section 204 shall apply only with respect to weeks of un-

employment beginning after December 31,1971.
(b) (1) In the case of a State law approved under section 3304(a)

(11) of the Internal Revenue Code of 1954, such State law may also
provide that an extended benefit period may begin with a week estab-
lished pursuant to such law which begins earlier than January 1,
1972, but not earlier than 60 days after the date of the enactment of
this Act

(2) For purposes of paragraph (1) with respect to weeks beginning
before January 1, 1972, the extended benefit period for the State shall
be determined tinder section 203(a) solely by reference to the State
"on" indicator and the State "off" indicator.

(3) In the case of a State law containing a provision described in
paragraph (1), section 204 shall also apply with respect to weeks of
unemployment in extended benefit periods determined pursuant to
paragraph (1).

(c) Section 3304(a) (11) of the Internal Revenue Code of 1954 (as
added by section 206) shall not be a requirement for the State law of
any State-

(1) in the case of any State the legislature of which does not
meet in a regular session which closes during tWe calendar year
1971, with respect to any week of unemployment which begins
prior to July 1,1972; or

(2) in the case of any other State, with respect to any week of
unemployment which begins prior to January 1, 1972.

Excerpt From Public Law 93-618, The Trade Act of 19741

CHAPTER 2-ADJUSTMENT ASSISTANCE
FOR WORKERS

Subchapter A-Petitions and Determinations

SEC. 221. PETITIONS.
(a) A petition for a certification of eligibility to apply for adjust-

ment assistance under this chapter may be filed with the Secretary
of Labor (hereinafter in this chapter referred to as the "Secretary")

SThis chapter Ia ebetlve April 3. 1975, and terminates September 30. 1982.
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by a group of workers or by their certified or recognized union or
other duly authorized representative. Upon receipt of the petition, the
Secretary shall promptly publish notice in the Federal Register that
he has received the petition and initiated an investigation.

(b) If the petitioner, or any other person found by the Secretary
to have a substantial interest in the proceedings, submits not later than
10 days after the date of the Secretary's publication under subsection
(a) a request for a hearing, the Secretary shall provide for a public
hearing and afford such interested persons an opportunity to be present,
to produce evidence, and to be heard.
SEC. 22. GROUP ELIGIBILITY REQUIREMENTS

The Secretary shall certify a group of workers as eligible to apply
for adjustment assistance under this chapter if he determines-

(1) that a significant number or proportion of the workers in
such workers' firm or an appropriate subdivision of the firm have
become totally or partially separated, or are threatened to become
totally or partially separated,

(2) that sales or production, or both, of such firm or subdivi-
sion have decreased absolutely, and

(3) that increases of imports of articles like or directly com-
petitive with articles produced by such workers' firm or an ap-

* propriate subdivision thereof contributed importantly to such
total or partial separation, or threat thereof, and to such decline
in sales or production.

For purposes of paragraph (3), the term "contributed importantly"
means a cause which is important but not necessarily more important
than any other cause.

SEC. 22L. DETERMINATIONS BY SEXMEARY OF LABOR.
(a) As soon as possible after the date on which a petition is filed

under section 221, but in any event not later than 60 days after that
date, the Secretary shall determine whether tha petitioning group
meets the requirements of section 222 and shall issue a certification
of eligibility to apply for assistance under this chapter covering work-
ers in any group which meets such requirements. Each certification
shall specify the date on which the total or partial separation began
or threatened to begin.

(b) A certification under this section shall not apply to any worker
whose last total or partial separation from the firm or appropriate
subdivision of the firm before his application under section 231
occurred-

(1) more than one year before the date of the petition on
which such certification was granted, or
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(2) more than 6 months before the effective date of this chapter.
(c) Upon reaching his determination on a petition, the Secretary

shall promptly publish a summary of the determination in the Fed-
eral Register together with his reasons for making such determination.

(d) Whenever the Secretary determines, with respect to any certi-
fication of eligibility of the workers of a firm or subdivision of the
firm, that total or partial separations from such firm or subdivision
are no longer attributable to the conditions specified in section 222, he
shall terminate such certification and promptly have notice of such
termination published in the Federal Register together with his rea-
sons for making such determination. Such termination shall apply
only with respect to total or partial separations occurring after the
termination date specified by the Secretary.

8SE. M STUDY BY 8 TARY OF LABOR WHEN INTERNATIONAL
TRADE COMMISSION BEGINS INVESTIGATION; ACTION
WHERE THERE 18 AFFIRMATIVE FINDING.

(a) Whenever the International Trade Commission (hereafter
referred to in this chapter as the "Commission") begins an investiga-
tion under section 201 with respect to an industry, the Commission
shall immediately notify the Secretary of such investigation, and the
Secretary shall immediately begin a study of-

(1) the number of workers in the domestic industry producing
the like or directly competitive article who have been or are likely
to be certified as eligible for adjustment assistance, and

(2) the extent to which the adjustment of such workers to the
import competition may be facilitated through the use of exist-
ing programs.

(b) The report of the Secretary of the study under subsection (a)
shall be made to the President not later than 15 days after the day on
which the Commission makes its report under section 201. Upon mak-
ing his report to the President, the Secretary shall also promptly make
it public (with the exception of information which the Secretary deter-
mines to be confidential) and shall have a summary of it published in
the Federal Register.

(c) Whenever the Commission makes an affirmative finding under
section 201(b) that increased imports are a substantial cause of seri-
ous injury or threat thereof with respect to an industry, the Secretary
shall make available, to the extent feasible, full information to the
workers in such industry about programs which may facilitate the
adjustment to import competition of such workers, and he shall pro-
vide assistance in the preparation and processing of petitions and ap-
plications of such workers for program benefits.
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Subchapter B-Program Benefits

PART I-TRADE READJUSTMENT ALLOWANCES

SEC. 231. QUALIFYING REQUIREMENTS FOR WORKERS.

Payment of a trade readjustment allowance shall be made to an
adversely affected worker covered by a certification under sub-
chapter A who files an application for such allowance for any week of
unemployment which begins after the date specified in such certifica-
tion pursuant to section 223(a), if the following conditions are met:

(1) Such worker's last total or partial separation before his
application under this chapter, occurred-

(A) on or after the date, as specified in the certification
under which he is covered, on which total or partial separa-
tion began or threatened to begin in the adversely affected
employment, and

(B) before the expiration of the 2-year period beginning
on the date on which the determination under section 223 was
made, and
(C) before the termination date (if any) determined pur-
suant to section 223(d) ; and

(2) Such worker had, in the 52 weeks immediately preceding
such total or partial separation, at least 26 weeks of employment
at wages of $$30 or more a week in adversely affected employment
with a single firm or subdivision of a firm, or, if data with respect
to weeks of employment are not available, equivalent amounts
of employment computed under regulations prescribed by the
Secretary.

SEC. 232. WEEKLY AMOUNT&.
(a) Subject to the other provisions of this section, the trade read-

justment allowance pa-yable to an adversely affected worker for a
week of employment shall be-

(1) 70 percent of his average weekly waage (but not in excess
of the average weekly manufacturing wage), reduced by

(2) 50 percent of the amount of the remuneration for services
performed during such week.

(b) Any adversely affected yorker who is entitled to trade read-
justment allowances and who is undergoing training approved by
the Secretary, including on-the-job training, shall receive for each
week in which he is imidergoing any such training, a trade readjust-
ment allowance in an amount (computed for such week) equal to the
amount computed under subsection (a) or (if greater) the amount
of any weekly allowance for such training to which he would be



Trade Adjustment Assistance 722

entitled under any other Federal law for the training of wodkerz, if
he applied for such allowance. Such trade readjustment allowance
shall be paid in lieu of any training allowance to which the worker
would be entitled under such other Federal law.

(c) The amount of trade readjustment allowance payable to an
adversely affected worker under subsection (a) for any week shall
be reduced by any amount of unemployment insurance which he
receives, or which he would receive if he applied for such insurance,
with respect to such week; but, if the appropriate State or Federal
agency finally determines that the worker was not entitled to unem-
ployment insurance with respect to such week, the reduction shall not
apply with respect to such week.

(d) If unemployment insurance, or a training allowance under any
Federal law, is paid to an adversely affected worker for any week of
unemployment with respect to which he would be entitled (determined
without regard to subsection (c) or (e) or to any disqualification under
section 236(c)) to a trade readjustment allowance if he applied for
such allowance, each such week shall be deducted from the total num-
ber of weeks of trade readjustment allowance otherwise payable to
him under section 233(a) when lie applies for a trade readjustment
allowance and it determined to be entitled to such allowance. If the
unemployment insurance or the training allowance paid to such
worker for any week of unemployment is less than the amount of the
trade readjustment allowance to which he would be entitled if he
applied for such allowance, he shall receive, when he applies for a
trade readjustment allowance and is determined to be entitled to such
allowance, a trade readjustment allowance for such week equal to such
difference.

(e) Whenever, with respect to any week of unemployment, the
total amount payable to an adversely affected worker as remuneration
for services performed during such week, as unemployment insurance,
as a training allowance referred to in subsection (d), and as a trade
readjustment allowance exceeds 80 percent of his average weekly wage
(or, if lesser, 130 percent of the average weekly manufacturing wage),
then his trade readjustment allowance for such week shall be reduced
by the amount of such excess.

(f) The amount of any weekly payment to be made under this
section which is not a whole dollar amount shall be rounded upward
to the next higher whole dollar amount.
SEC 233 TIME LIMITATIONS ON TRADR READJUSTMENT ALLOW-

ANCES.

(a) Payment of trade readjustment allowances shall not be made
to an adversely affected worker for more than 52 weeks, except that,
in accordance with regulations prescribed by the Secretary-
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(1) such payments may be made for not more than 26 addi-
tional weeks to an adversely affected worker to assist him to
complete training approved by the Secretary, or

(2) such payments shall be wade for not more than 26 addi-
tional weeks to an adversely affected worker who had reached his
60th birthday on or before the date of total or partial separation.

In no case may an adversely affected worker be paid trade readjust-
ment allowances for more than 78 weeks.

(b) (1) Except for a payment made for un additional week under
subsection (a) (1) or (a) (2), a trade readjustment allowance may not.
be paid for a week of unemployment beginning more than 2 years
after the beginning of the appropriate week.

(2) A trade readjustment allowance may not be paid for an addi-
tional week specified in subsection (a) (1) if the adversely affected
worker who would receive such allowance did not make a bona fide
application to a training program approved by the Secretary within
180 days after the end of the appropriate week or the date of his first
certification of eligibility to apply for adjustment assistance issued by
the Secretary, whichever is later.

(3) A trade readjustment allowance may not be paid for an addi-
tional week specified in subsection (a) if such additional week begins
more than 3 years after the beginning of the appropriate week.

(4) For purposes of this subsection, the appropriate week-
(A) for a totally separated worker is the week of his most

recent total separation, and
(B) for a partially separated worker is the first week for which

lie receives a trade readjustment allowance following his most
recent partial separation.

SEC. 234. APPLICATION OF STATE LAWS.
Except where inconsistent with the provisions of this chapter and

subject to such regulations as the Secretary may prescribe, the avail-
ability and disqualification provisions of the State law-

(1) under which an adversely affected worker is entitled to
unemployment insurance (whether or not he has filed a claim
for such insurance), or

(2) if he is not so entitled to unemployment insurance, of the
State in which he was totally or partially separated,

shall apply to any such worker who files a clalin for trade readjust-
ment allowances. The State law so determined with re-spect to a sepa-
ration of a worker shall remain applicable, for purposes of the
preceding sentence, with respect to such separation until such worker
becomes entitled to unemployment insurance under another State law
(whether or not lie has filed a claim for such insurance).
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PART H--TRAINING AND RELATED SERVICES

SEC. Z23. EMPLOYMEnt SERVICES.
The Secretary shall make every reasonable effort to secure for

adversely affected workers covered by a certification under subchapter
A of this chapter counseling, testing, and placement services, and sup-
portive and other services, provided for under any other Federal law.
The Secretary shall, whenever appropriate, procure such services
through agreements with cooperating State agencies.

SEC. 236. TRAINING.
(a) If the Secretary determines that there is no suitable employ-

nient available for an adversely affected worker covered by a certifica-
tion under subchapter A of this chapter, but that suitable employment
(which may include technical and professional employment) would
be available if the worker received appropriate training, he may
approve such training. Insofar as possible, the Secretary shall provide
or assure the provision of such training on the job.

(b) The Secretary may, where appropriate, authorize suppemental
assistance necessary to defray transportation and subsistence expenses
for separate maintenance when training is provided in facilities which
are not within commuting distance of a worker's regular place of resi-
dence. The Secretary shall not authorize payments for subsistence
exceeding $15 per day; nor shall he authorize payments for trans-
portation expenses exceeding 12 cents per mile.

(c) Any adversely affected worker who, without good cause, refuses
to accept or continue, or fails to make satisfactory progress in, suitable
training to which he has been referred by the Secretary shall not there-
after be entitled to payments under this chapter until he enters or
resumes the training to which he has been so referred.

PART III-JOB SEARCH AND RELOCATION
ALLOWANCES

SEC. 237. JOB SEARCH ALLOWANCES.
(a) Any adversely affected worker covered by a certification under

subchapter A of this chapter who has been totally separated may file
an application with the Secretary for a job search allowance. Such
allowance, if granted, shall provide reimbursement to the worker of
80 percent of the cost of his necessary job search expenses as pre-
scribed by regulations of the Secretary; except that such reimburse-
ment may not exceed $500 for any worker.

(b) A job search allowance may be granted only-
(1) to assist an adversely affected worker in securing a job

within the United States;
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(2) where the Secretary determines that such worker cannot
reasonably be expected to secture suitable employment in the
commuting area in which he resides; and

(3) where the worker has filed an application for such allow-
antce with the Secretary no later than 1 year after the date of his
last total separation before his 3lpplic.ation under this chapter
or (in the case of a worker who has been referred to training by
the Secretary) within a reasonable period of time after the con-
clusiojn of such training period.

SEC. 238. REWCATION ALLOWANCIS.
(a) Any adversely affected worker covered by a certification under

subchapter A of this chapter who has been totally separated may file
an application with the Secretary for a relocation allowance, subject
to the terms and conditions of this section.

(b) A relocation allowance may be granted only to assist an ad-
versely affected worker in relocating within the United States and
only if the Secretary determines that such worker cannot reasonably
be expected to secure suitable employment in the commuting area in
which he resides and that such worker-

(1) has obtained suitable employment affording a reasonable
expectation of long-term duration in the area in which he wishes
to relocate, or

(2) has obtained a bona fide offer of such employment.
(c) A relocation allowance shall not be granted to such worker

unless-
(1) for the week ;n which the application for such allowance

is filed, he is entitled to a trade readjustment allowance (deter-
mined without regard to section 232 (c) and (e)) or would be so
entitled (determined without regard to whether he filed applica.
tion therefor) but for the fact that he has obtained the employ-
ment referred to in subsection (b) (1), and

(2) such relocation occurs within a reasonable period after the
filing of such application or (in the case of a worker who has
been referred to training by the Secretary) within a reasonable
period after the conclusion of such training.

Under regulations prescribed by the Secretary, a relocation allowance
shall not be granted to more than one member of the family with
respect to the same relocation.

(d) For the purposes of this section, the term "relocation allowance"
means-

(1) 80 percent of the reasonable and necessary expenses, as
specified in regulations prescribed by the Secretary, incurred in
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transporting a worker and his family, if any, and household
effects, and

(2) a lump sum equivalent to three times the worker's average
weekly wage, up to a maximum payment of $500.

Subchapter C-General Provisions

SEC. 23L AGREEMENTS WITH STATE&
(a) The Secretary is authorized on behalf of the United States

to enter into an agreement with any State, or with any State agency
(referred to in this subchapter as "cooperating States" and "cooperat-
ing States agencies" respectively). Under such an agreement, the co-
operating State agency (1) as agent of the United States, will receive
applications for, and will provide, payments on the basis provided in
this chapter, (2) where appropriate, will afford adversely affected
workers who apply for payments under this chapter testing, counsel-
ing, referral to training, and placement services, and (3) will other-
wise cooperate with the Secretary and with other State and Federal
agencies in providing payments and services under this chapter.

(b) Each agreement under this subchapter shall provide the terms
and conditions upon which the agreement may be amended, suspended,
or terminated.

(c) Each agreement under this subchapter shall provide that un-
employment insurance otherwise payable to any adversely affected
worker will not be denied or reduced for any week by reason of any
right to payments under this chapter.

(d) A determination by a cooperating State agency with respect to
entitlement to program benefits under an agreement is subject to re-
view in the same manner and to the same extent as determinations
under the applicable State law and only in that manner and to that
extent.

(e) Section 3302(c) of the Internal Revenue Code of 1954 (relat-
ing to credits against Federal unemployment tax) is amended by
inserting after paragraph (3) the following new paragraph:

"(4) If the Secretary of Labor determines that a State, or
Stawp agency, has not-

"(A) entered into the ag.mement described in section 239
of the Trade Act of 1974, with the Secretary of Labor before
July 1, 1975, or

"(B) fulfilled its commitments under an agreement with
the Secretary of Labor as described in section 239 of the
Trade Act of 1974,

then, in the case of a taxpayer subject to the unemployment
compensation law of such State, the total credits (after applying
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subsections (a) and (b) and paragraphs (1), (2), and (3) of
this section) otherwise allowable under this section for a year
during which such State or agency does not enter into or fulfill
such an agreement shall be reduced by 15 percent of the tax
imposed with respect to wages paid by such taxpayer during such
year which are attributable to such State.".

SE%. ̂ 'U. ADMINISTMRTION ABSENT STATE AGREEMENT.
(a) In any State where there is no agreement in force between a

State or its agency under section 239, the Secretary shall arrange
under regulations prescribed by him for performance of all necessary
functions under subchapter B of this chapter, including provision
for a fair hearing for any worker whose application for payments
is denied.

(b) A final determination under subsection (a) with respect to
entitlement to program benefits under subchapter B of this chapter
is subject to review by the courts in the same manner and to the same
extent as is provided by section 205 (g) of the Social Security Act (42
U.S.C. sec. 405 (g)).
SEC. 24L PAYMENTS TO STATES

(a) The Secretary shall from time to time certify to the Secretary
* of the Treasury for payment to each cooperating State the sums neces-

sary to enable such State as agent of the United States to make pay-
ments provided for by this chapter. The Secretary of the Treasury,
prior to audit or settlement by the General Accounting Office, shall
make payment to the State from the Adjustment Assistance Trust
Fund established in section 245 in accordance with such certification.

(b) All money paid a State under this section shall be used solely
for the purposes for which it is paid; and money so paid which is not
used for such purposes shall be returned, at the time specified in the
agreement under this subchapter, to the Secretary of the Treasury and
credited to Adjustment Assistance Trust Fund.

(c) Any agreement under this subchapter may require any officer
or employee of the State certifying payments or disbursing funds
under the agreement or otherwise participating in the performance
of the agreement, to give a surety bond to the United States in such
amount as the Secretary may deem necessary, and may provide for the
payment of the cost of such bond from funds for carrying out the
purposes of this chapter.
SEC. 22. LIABILITIES OF CERTIFYING AND DISBURSING OFFICERS.

(a) No person designated by the Secretary, or designated pursuant
to an agreement under this subchapter, as a certifying officer, shall, in. the absence of gross negligence or intent to defraud the United States,
be liable with respect to any payment certified by him under this
chapter.

64-566 0 - 80 - 64
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(b) No disbursing officer shall, in the absence of gross negligence or
intent to defraud the United States, be liable with respect to any pay-
ment by him under this chapter if it was based upon a voucher signed
by a certifying officer designated as provided in subsection (a).

SEC. . RECOVERY OF OVERPAYMENT&

(a) If a cooperating State agency or the Secretary, or a court of
competent jurisdiction finds that any person-

(1) has made or has caused to be made by another, a false state-
ment or representation of a material fact knowing it to be false,
or has knowingly failed or caused another to fail to disclose a
material fact; and

(2) as a result of such action has received any payment under
this chapter to which he wvas not entitled.

such person shall be liable to repay such amount to the State agency
or the Secretary as the case may be, or either may recover such amount
by deductions from any sums payable to such person under this chap-
ter. Any such finding by a State agency or the Secretary may be
made only after an opportunity for a fair hearing.

(b) Any amount repaid to a State agency under this section shall
be deposited into the fund from which payment was made. Any
amount repaid to the Secretary under this section shall be returned
to the Secretary of the Treasury and credited to the Adjustment
Assistance Trust Fund.

SEC. 2" PENALTIES
Whoever makes a false statement of a material fact knowing it to

be false, or knowingly fails to disclose a material fact, for the purpose
of obtaining or increasing for himself or for any other person any
payment authorized to be furnished under this chapter or pursuant
to an agreement under section 239 shall be fined not more than $1,000
or imprisoned for not more than one year, or both.

SEC. 245. CREATION OF TRUST FUND; AUTHORIZATION OF APPRO-
PRIATIONS OUT OF CUSTOMS RECEIPT

(a) There is hereby established on the books of the Treasury of
the United States a trust fund to be known as the "Adjustment Assist-
ance Trust Fund" (referred to in this section as the "Trust Fund").
The Trust Fund shall consist of such amounts as may be deposited in
it pursuant to the authorization contained in subsection (b). Amounts
in the Trust Fund may be used only to carry out the provisions of
this chapter (including administrative costs). The Secretary of the
Treasury shall be the trustee of the Trust Fund and shall report to
the Congress not later than March 1 of each year on the operation
and status of the Trust Fund during the preceding fiscal year.

(b) (1) There are hereby authorized to be appropriated to the Trust
Fund, out of amounts in the general fund of the Treasury attributable
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to the collections of customs duties not otherwise appropriated, for
* each fiscal year ending after the date of the enactment of this Act, such

Ssums as may be necessary to carry out the provisions of this chapter
(including administrative costs).

(2) There are authorized to be appropriated to the Trust Fund, for
purposes of training (including administrative costs) under section
236 such sums as may be necessary.

SEC UL TRANSITIONAL PROVISION&
(a) Where a group of workers has been certified as eligible to apply

for adjustment assistance under section 302(b) (2) or (c) of the Trade
Expansion Act of 1962, any worker who has not had an application for
trade readjustment allowances under section 322 of that Act denied
before the effective date of this chapter may apply under section 231 of
this Act as if the group certification under which he claims coverage
had been made under subchapter A of this chapter.

(b) In any case where a group of workers or their certified or recog-
nized union or other duly authorized representative has filed a petition
under section 301(a) (2) of the Trade Expansion Act of 1962, more
than 4 months before the effective date of this chapter and

(1) the Commision has not rejected such petition before the
effective date of this chapter, and

* (2) the President or his delegate has not issued a certification
under section 302 (c) of that Act to the petitioning group before
the effective date of this chapter,

such group or representative thereof may file a new petition under sec-
tion 221 of this Act, not later than 90 days after the effective date of this
chapter. For purposes of section 223(b) (1), the date on which such
group or representative filed the petition under the Trade Expansion
Act of 1962 shall apply. Section 223(b) (2) shall not apply to workeLs
covered by a certification issued pursuant to a petition meeting the
requirements of this subsection.

(c) A group of workers may file a petition under section 221 cover-
ing weeks of unemployment (as defined in the Trade Expansion Act of
1962) beginning before the effective date of this chapter, or covering
such weeks and also weeks of unemployment beginning on or after
the effective date of this chapter.

(d) Any worker receiving payments pursuant to th. section shall
be entitled-

(1) for weeks of unemployment (as defined in the Trade Ex-
pansion Act of 1962) beginning before the effective date of this
chapter, to the rights and privileges provided in chapter 3 of title

MI of such Act, and
(2) for weeks of unemployment beginning on or after the

effective date of this chapter, to the rights and privileges provided
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in this chapter, except that the total number of weeks of unem-
ployment, as defined in the Trade Expansion Act of 1962, for
which trade readjustment allowances were payable under that
Act shall be deducted from the total number of weeks of unem-
ployment for which an adversely affected worker is eligible for
trade readjustment allowances under this chapter.

(e) The Commission shall make available to the Secretary on re-
quest data it has acquired in investigations under section 301 of the
Trade Expansion Act of 1962 concluded within the 2-year period end-
ing on the effective date of this chapter which did not result in Presi-
dential action under section 302(a) (3) or 302(c) of that Act.
SM 2U7. DEFINITION&

For purposes of this chapter-
(1) The term "adversely affected employment" means employ-

ment in a firm or appropriate subdivision of a firm, if workers of
such firm or subdivision are eligible to apply for adjustment
assistance under this chapter.

(2) The term "adversely affected worker" means an individual
who, because of lack of work in adversely affected employment-

(A) has been totally or partially separated from such
employment, or

(B) has been totally separated from employment with the
firm in a subdivision of which such adversely affected em-
ployment exists.

(3) The term "average weekly manufacturing wage" means the
national gross average weekly earnings of production workers in
manufacturing industries for the latest calendar year (as officially
published annually by the Bureau of Labor Statistics of the
Department of Labor) most recently published before the period
for which the assistance under this chapter is furnished.

(4) The term "average weekly wage" means one-thirteenth of
the total wages paid to an individual in the high quarter. For pur-
poses of this computation, the high quarter shall be that quarter
in which the individuals total wages were highest among the first
4 of the last 5 completed calendar quarters immediately before the
quarter in which occurs the week with respect to which the com-
putation is made. Such week shall be the week in which total sepa-
ration occurred, or, in cases where partial separation is claimed,
an appropriate week, as defined in regulations prescribed by the
Secretary.

(5) The term "average weekly hours" means the average hours
worked by the individual (excluding overtime) in the employment
from which he has been or claims to have been separated in the
52 weeks (excluding weeks during which the individual was sick
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or on vacation) preceding the week specified in the last sentence
of paragraph (4).

(6) The term "partial separation" means, with respect to an
individual who has not been totally sepal ated, that he has had-

(A) his hours of work reduced to 80 percent or less of his
average weekly hours in adversely affected employment, and

(B) his wages reduced to 80 percent or less of his average
weekly wage in such adversely affected employment.

(7) The term "remuneration" means wages and net earnings
derived from services performed as a self-employed individual.

(8) The term "State" includes the District of Columbia and the
Commonwealth of Puerto Rico; and the term "United States"
when used in the geographical sense includes such Commonwealth.

(9) The term "State agency" means the agency of the State
which administers the State law.

(10) The term "State law" means the unemployment insurance
law of the State approved by the Secretary of Labor under section
3304 of the Internal Revenue Code of 1954.

(11) The term "total separation" means the layoff or severance
of an individual from employment with a firm in which, or in
a subdivision of which, adversely affected employment exists.

(12) The term "unemployment insurance" means the unem-
ployment insurance payable to an individual under any State
law or Federal unemployment insurance law, including chapter
85 of title 5, United States Code, and the Railroad Unemploy-
ment Insurance Act.

(13) The term "week" means a week as defined in the applicable
State law.

(14) The term "week of unemployment" means with respect
to an individual any week for which his remuneration for services
perforiiied during such week is less than 80 percent of his average
weekly wage and in which, because of lack of work-

(A) if he has been totally separated, he worked less than
the full-time week (excluding overtime) in his current occu-
pation, or

(B) if he has been partially separated, he worked 80 per-
cent or less of his average weekly hours.

SEC. 26L REGULATION&
The Secretary shall prescribe such regulations as may be necessarY

to carry out the provisions of this chapter.
SEC. 2 SUBPENA POWER.

(a) The Secretary may require by subpena the attendance of wit-
Snee and the production of evidence necessary for him to make a
determination under the provisions of this chapter.
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(b) If a person refuses to obey a subpena issued under subsection
(a), a United States district court within tha jurisdiction of which
the relevant proceeding under this chapter is conducted may, upon
petition by the Secretary, issue an order requiring compliance with
such subpena
SC. 2W JUDICIAL REVIEW.

(a) A worker, group of workers, certified or recognized union, or
an authorized representative of such worker or group, aggrieved by a
final determination by the Secretary under the provisions of section
223 may, within 60 days after notice of such determination, file a
petition for review of such determination with the United States
court of appeals for the circuit in which such worker or group is
located or in the United States Court of Appeals for the District
of Columbia Circuit. The clerk of such court shall send a copy of
such petition to the Secretary. Upon receiving such petition, the Sec-
retary shall promptly certify and file in such court the record on
which he based such determination.

(b) The findings of fact by the Secretary, if supported by sub-
stantial evidence, shall be conclusive; but the court, for good cause
shown, may remand the case to the Secretary to take further evidence,
and the Secretary may thereupon make new or modified findings of
fact and may modify his previous action, and shall certify to the
court the record of the further proceedings. Such new or modified
findings of fact shall likewise be conclusive if supported by substan-
tial evidence.

(c) The court shall have jurisdiction to affirm the action of the
Secretary or to set it aside, in whole or in part. The judgment of the
court shall be subject to review by the Supreme Court of the United
States upon certiorari or certification as provided in section 1254 of
title 28, United States Code.

0
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SUBCHAPTER I-EMPLOYEES GENERALLY

1850L DEFINITION&
For the purpose of this subchapter-

(1) "Federal service" means service performed after 1952 in
the employ of the United States or an instrumentality of the
United States which is wholly or partially owned by the United
States, but does not include service (except service to which sub-
chapter II of this chapter applies) performed-

(A) by an elective official in the executive or legislative
branch;

(B) as a member of the armed forces;
(C) by Foreign Service personnel for whom special sepa-

ration allowances are provided under chapter 14 of title 22;
(D) outside the United States, the Commonwealth of

Puerto Rico, and the Virgin Islands by an individual who is
not a citizen of the United States;

dMk (73a)
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(E) by an individual excluded by regulations of the Civil
Service Commission from the open tion of subchapter III
of chapter 83 of this title because he :s paid on a contract or
fee basis;

(F) by an individual receiving nominal pay and allow-
ances of $12 or less a year;

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

(H) by a student-employee as defined ýy section 5351 of
this title;

(I) by an individual serving on a temporary basis ii ea.tse
of fire, storm, earthquake, flood, or other similar emergency;

(J) by an individual employed under a Federal relief
program to relieve him from unemployment:

(K) as a member of a State, county, or community com-
mittee uinder the Agricultural Stabilizat io01 :id Conservation
Service or of any other board, council, committee, or other
similar body, unless the board, council, committee, or other
body is composed exclusively of individuals otherwise in the
full-time employ of the United States; or

(L) by an officer or a member of the crew on or in con-
nection with an American vessel-

(i) owned by or bareboat chartered to the United
States; and

(ii) whose business is conducted by a general agent
of the Secretary of Commerce;

if contributions on account of the service are required to be
made to an unemployment fund under a State unemployment
compensation law under section 3305(g) of title 26;

(2) "Federal wages" means all -pay and allowances, in cash
and in kind, for Federal service;

(3) "Federal employee" means an individual who has per-
formed Federal service;

(4) "compensation" means cash benefits payable to an indi-
vidual with respect to his unemployment including any portion
thereof payable with respect to dependents;

(5) "benefit year" means the benefit year as defined by the
applicable State unemployment compensation law, and if not so
defined the term means the period prescribed in the agreement
under this subchapter with a State or, in the absence of such an
agreement, the period prescribed by the Secretary of Labor;

(6) "State" means the several States, the District of Columbia,
the Commonwealth of Puerto Rico, and the Virgin Islands;'

'Paramraph (0) wa amended by section 114(e) (1) of P.1. 94--56L
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(7) "United States", when used in a geographical sense, means
the States; and

(8) "base period" means the base period as defined by the
applicable State unemployment compensation law for the bene-
fit year.,

I 854L COMPENSATION UNDER SfATE AGREEMENT.
(a) The Secretary of Labor, on behalf of the United States, may

enter into an agreement with a State, or with an agency administering
the unemployment compensation law of a State, under which the State
agency shall-

(1) pay, as agent of the United States, compensation under
this subchapter to Federal employees; and

(2) otherwise cooperate with the Secretary and with other
State agencies in paying compensation under this subchapter.

(b) The agreement shall provide that compensation will be paid
by the State to a Federal employee in the same amount, on the same
terms, and subject to the same conditions as the compensation which
would be payable to him under the unemployment compensation law
of the State if his Federal service and Federal wages assigned under
section 8504 of this title to the State had been included as employment
and wages under that State law.

* (c) (Repealed.)
(d) A determination by a State agency with respect to entitlement

to compensation under an agreement is subject to review in the same
manner and to the same extent as determinations under the State
unemployment compensation law, and only in that manner and to
that extent.

(e) Each agreement shall provide the terms and conditions on
which it may be amended or terminated.
§ 8503 COMPENSATION ABSENT STATE AGREEMENT.

(a) In the case of a Federal employee whose Federal service and
Federal wages are assigned under section 8504 of this title to a State
which does not have an agreement with the Secretary of Labor, the
Secretary, under regulations prescribed by him, shall, on the filing
by the Federal employee of a claim for compensation under this sub-
section, Day compensation to him in the same amount, on the same
terms, and subject to the same conditions as would be paid to him
under the unemployment compensation law of the State if his Federal
service and Federal wages had been included as employment and
wages under that State law. However, if the Federal employee, with-
out regard to his Federal service and Federal wages, has employ-
ment or wages sufficient to qualify for compensation during the. a Paragraph (8) was added by ectioa 214(b) of .L. PA -4-.
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benefit year under that State law. then payments of compensation
under this subsection may be made only on the basis of his Federal
service and Federal wages.

(b) A Federal employee whose claim for compensation under sub-
section (a) of this section is denied is entitled to a fair hearing under
regulations prescribed by the Secretary. A final determination by the
Secretary with respect to entitlement to compensation under this sec-
tion is subject to review by the courts in the same manner and to the
same extent as is provided by section 405(g) of tile 42.1
18504 ASSIGNMENT OF FEDERAL SERVICE AND WAGES.

Under regulations prescribed by the Secretary of Labor, the Fed-
eral service and Federal wages of a Federal employee shall be, assigned
to the State in which he had his last official station in Federal service
before the filing of his first claim for compensation for the benefit
year. However-

(1) if, at the time of filing his first claim, he resides in another
State in which he performed, after the termination of his Federal
service, service covered under the unemployment compensation
law of the other State, his Federal service and Federal wages shall
be assigned to the other State;

(2) if his last official station in Federal service, before filing
his first claim, was outside the United States, his Federal service
and Federal wages shall be assigned to the State where he resides
at the time lie files his first claims. 2

§ 8505. PAYMENTS TO STATES.
(a) Each State is entitled to be paid by the United States with

respect to each individual whose base period wages included Federal
wages an amount which shall bear the same ratio to the total amount
of compensation paid to such individual as the amount of his Federal
wages in his base period bears to the total anmun't of his base period
wages.3

(b) Each State shall be paid, either in advance or by way of reim-
bursement, as may be determined by the Secretary of Labor, the sum
that the Secretary estimates the State is entitled to receive under this
subchapter for each calendar month. The sum shall be reduced or in-
creased by the amount which the Secretary finds that his estimate
for an earlier calendar month was greater or less than the sun which
should have been paid to the State. An estimate may be made on the
basis of a statistical, sampling, or other method agreed on by the
Secretary and the State agency.

(c) The Secretary, from time to time, shall certify to the Secretary
of the Treasury the sum payable to each State under this section. The

SSectlon 8503 was amended by section 116(e) (2) of P.L. 94-5"6.
2 Section 8504 was amended by section 116 (e) (3) of P.L. 94-566.3 Subsection (a) was amended by section 214(a) of P1. 94-566&
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Secretary of the Treasury before audit or settlement by the General
*Accounting Office, shall pay the State in accordance with the certifica-

tion from the funds for carrying out the purposes of this subchapter.
(d) Money paid a State under this subche-pter may be used solely

for the purposes for which it is paid. Money so paid which is not used
for these purposes shall be returned, at the time specified by the agree-
ment, to the Treasury of the United States and crt4, led to current
applicable appropriations, funds, or accounts from whicn payments
to States under this subchapter may be made.

(e) An agreement may-
(1) require each State officer or employee who certifies pay-

ments or disburses funds under the agreement, or who otherwise
participates in its performance, to give a surety bond to the
United States in the amount the Secretary considers necessary;
and

(2) provide for payment of the cost of the bond from funds for
carrying out the purposes of this subchapter.

(f) In the absence of gross negligence or intent to defraud the
United States, an individual designated by the Secretary, or desig-
nated under an agreement, as a certifying official is not liable for the
payment of compensation certified by him under this subchapter.

(g) In the absence of gross negligence or intent to defraud the
United States, a disbursing official is not liable for a payment by himunder this subchapter if it was based on a voucher signed by a certi-
fying official designated as provided by subsection (f) of this section.

(h) For the purpose of payments made to a State under subchap-
ter III of chapter 7 of title 42, administration by a State agency
under an agreement is deemed a part of the administration of the
State unemployment compensation law.
§ 85&6% DISSEMINATION OF INFORMATION.

(a) Each agency of the United States and each wholly or partially
owned instrumentality of the United States shall make available to
State agencies which have agreements under this subchapter, or to
the Secretary of Labor, as the case may be, such information con-
cerning the Federal service and Federal wages of a Federal employee
as the Secretary considers practicable and necessary for the deter-
mination of the entitlement of the Federal employee to compensation
under this subchapter. The information shall include the findings of
the employing agency concerning-

(1) whether or not the Federal employee has performed Fed-
eral service;

(2) the periods of Federal service;
(3) the amount of Federal wages; and
(4) the reasons for termination of Federal service.
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The employing agency shall make the findings in the form and man-
ner prescribed by regulations of the Secretary. The regulations shall
include provision for correction by the employing agency of errors
and omissions. This subsection does not apply with respect to Federal
service and Federal wages covered by subchapter II of this chapter.'

(b) The agency administering the unemployment compensation
law of a State shall furnish the Secretary such information as he con-
siders necessary or appropriate in carrying out this subchapter. The
information is deemed the report required by the Secretary for the
purpose of section 503 (a) (6) of title 42.

S8507. FALSE STATEMENTS AND MISREPRESENTATIONS.
(a) If a State agency, the Secretary of Labor, or a court of com-

petent jurisdiction finds that an individual-
(1) knowingly has made, or caused to be made by another, a

false statement or representation of a material fact, or know-
ingly has failed, or caused another to fail, to disclose a material
fact; and

(2) as a result of that action has received an amount as com-
pensation under this subchapter to which he was not entitled;

the individual shall repay the amount to the State agency or the
Secretary. Instead of requiring repayment under this subsection, the
State agency or the Secretary may recover the amount by deductions
from compensation payable to the individual under this subchapter
during the 2-year period after the date of the finding. A finding by
a State agency or the Secretary may be made only after an opportunity
for a fair hearing, subject to such further review as may be appro-
priate under sections 8502(d) and 8503(c) of this title.

(b) An amount repaid under subsection (a) of this section shall
be-

(1) deposited in the fund from which payment was made, if
the repayment was to a State agency; or

(2) returned to the Treasury of the United States and credited
to the current applicable appropriation, fund, or account from
which payment was made, if the repayment was to the Secretary.

§ 8508. REGULATIONS.
The Secretary of Labor may prescribe rules and regulations neces-

sary to carry out this subchapter and subchapter II of this chapter.
The Secretary, insofar as practicable, shall consult with representa-
tives of the State unemployment compensation agencies before pre-
scribing rules or regulations which may affect the performance by
the State agencies of functions under agreements under this
subchapter.

I Subsection (a) was amended by section 318 of P.L. 94-566.
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SUBCHAPTER II-EX-SERVICEMEN. 0 804. DEFINITIONS; APPLICATION.
(a) For the purpose of this subchapter-

(1) "Federal service" means active service, including active
duty for training purposes, in the armed forces which either
began after January 31, 1955, or terminated after October 27,
1958, if-

(A) that service was continuous for 365 days or more, or
was terminated earlier because of an actual service-incurred
injury or disability; and 1

(B) with respect to that service, the individual-
(i) was discharged or released under conditions other

than dishonorable; and
(ii) was not given a bad conduct discharge, or, if an

officer, did not resign for the good of the service;
(2) "Federal wages" means all pay and allowances, in cash

and in kind, of Federal service, computed on the basis of the
pay and allowances for the pay grade of the individual at the
time of his latest discharge or release from Federal service as
specified in the schedule applicable at the time he files his first
claim for compensation for the benefit year. The Secretary of. Labor shall issue, from time to time, after consultation with the
Secretary of Defense, schedules specifying the pay and allow-
ances for each pay grade of servicemen covered by this sub-
chapter, which reflect representative amounts for appropriate
elements of the pay and allowances whether in cash or in kind;
and

(3) "State" means the several States, the District of Columbia,
the Commonwealth of Puerto Rico, and the Virgin Islands.2

(b) The provisions of subchapter I of this chapter, subject to the
modifications made by this subchapter, apply to individuals who
have had Federal service as defined by subsection (a) of this section.
§8522. ASSIGNMENT OF FEDERAL SERVICE AND WAGES.

Notwithstanding section 8504 of this title, Federal service and Fed-
eral wages not previously assigned shall be assigned to the State
in which the claimant first files claim for unemployment compensa-
tion after his latest discharge or release from Federal service. This
assignment is deemed as assignment under section 8504 of this title
for the purpose of this subchapter.3
§8523. DISSEMINATION OF INFORMATION.

(a) When designated by the Secretary of Labor, an agency of the
United States shall make available to the appropriate State agency

'Subpar. (A) was amended by see. 415 of P.L. 9W-364.
2 Par. (3) was amended by see. 116(e) (4) of P.L. 94-566.
2 See. 8522 was amended by see. 116(e) (5) of P.L. 94-566.
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or to the Secretary, as the case may be, such information, including
findings in t!.o form and manner prescribed by regulations of the
Secretary, as the Secretary considers practicable and necessary for
the determination of the entitlement of an individual to compensa-
tion under this subchapter.

(b) Subject to correction of errors and omissions as prescribed by
regulations of the Secretary, the following are final and conclusive
for the purpose of sections 8AiO2(d) and 8503(c) of this title:

(1) Findings by an agency of the United Z3tates made in ac-
cordance with subsection (a) o~f this section with respect to-

(A) whether or not an individual has met any condition
specified by section 8521 (a) (1) of this title;

(B) the periods of Federal service; and
(C) the pay grade of the individual at the time of his latest

discharge or release from Federal service.
(2) The schedules of pay and allowances prescribed by the

Secretary under section h-21 (a) (2) of this title.
M8524. [Repealed.I

§8525. EFFECT ON OTHER STATUTES.
(a) [Repealed].
(b) An individual is not entitled to compensation under this sub-

chapter for any period d with respect to which he receives--
(1) a subsistence allowance under chapter 31 of title 38 or

under part VIII of Veterans Regulation Numbered 1 (a); or
(2) an educational assistance allowance under chapter 35 of

title 38.

_ Ill Ill
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Excerpts From Public Law 93-66, As Amended

TITLE I--PROVISIONS RELATING TO THE
SOCIAL SECURITY ACT

Part B-Provisions Relating to Federal Program of
Supplemental Security Income

* * * *

Supplemental Security Income Benefits For Essential Persons

Sec. 211. (a) (1) In determining (for purposes of Title XVI of the
Social Security Act, as in effect after December 1978) the eligibility
for and the amount of the supplemental security income benefit pay-
able to any qualified individual (as defined in subsection (b)), with
respect to any period for which such individual has in his home an
essential person (as defined in subsection (c) )-

* (A) the dollar amounts specified in subsection (a) (1) (A) and
(2) (A), and subsection (b) (1) and (2), of section 1611 of such
Act, shall each be increased by $8761 for each such essential person,
and

(B) the income and resources of such individual shall (for
purposes of such title XVI) be deemed to include the income and
resources of such essential person;

except that the provisions of this subsection shall not, in the case of
any individual, be applicable for any period which begins in or after
the first month that such individual-

(C) does not but would (except for the provisions of sub-
paragraph (B)) meet-

(i) the criteria established with respect to income in sec-
tion 1611(a) of such Act, or

(ii) the criteria established with respect to resources by
such section 1611(a), (or, if applicable, by section 1611(g)
of such Act).

(2) The provisions of section 1611(g) of the Social Security Act
(as in effect after December 1973) shall, in the case of ay qualified

I Under section 1617 of the Social Security Act, the amount $876 Is Increaed to reflect
cost-of-living changes. The amounts (on a monthly basis) are shown in Item 2 at appendix
A foe 1975 and later year
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individual (as defined in subsection (b)), be applied so as to include,
in the resources of such individual, the resources of any person (de-
scribed in subsection (b) (2)) whose needs were taken into account
in determining the need of such individual for the aid or assistance
referred to in subsection (b) (1).

(b) For purposes of this section, an individual shall be a "qualified
individual" only if-

(1) for the month of December 1973 such individual was a
recipient of aid or assistance under a State plan approved under
title I, X, XIV, or XVI of the Social Security Act, and

(2) in determining the need of such individual for such aid
or assistance for such month dnder such State plan, there were
taken into account the needs of a person (other than such indi-
vidual) who-

(A) was living in the home of such individual, and
(B) was not eligible (in his or her own right) for aid or

assistance under such State plan for such month.
(c) rhe term "essential person", when used in connection with any

qualified individual, means a person who-
(1) for the month of December 1973 was a person (described

in subsection (b) (2)) whose needs were taken into account in
determining the need of such individual for aid or assistance under
a State plan referred to in subsection (b) (1) as such State plan
was in effect for June 1973,

(2) lives in the home of such individual,
(3) is not eligible (in his or her own right) for supplemental

security income benefits under title XVI of the Social Security
Act (as in effect after December 1973), and

(4) is not the eligible spouse (as that term is used in such title
XVI) of such individual or any other individual.

If for any month after December 1973 any person fails to meet the
criteria specified in paragraph (2), (3), or (4) of the preceding sen-
tence, such person shall not, for .uch month or any month thereafter
be considered to be an essential person.

Mandatory Minimum State Supplementation of SSI Benefits
Program

See. 212. (a) (1) In order for any State (other than the Common-
wealth of Puerto Rico, Guam, or the Virgin Islands) to be eligible for
payments pursuant to title XIX, with respect to expenditures for any
quarter beginning after December 1973, such State must have in effect
an agreement with the Secretary of Health, Education, and Welfare
(hereinafter in this section referred to as the "Secretary") whereby
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the State will provide to individuals residing in the State supple-
* imentary payments as required under paragraph (2).

(2) Any agreement entered into by a State pursuant to paragraph
(1) shall provide that each individual who-

(A) is an aged, blind, or disabled individual (within themeaning of section 1614(a) of the Social Security Act, as enacted
by section 301 of the Social Security Amendments of 1972), and

(B) for the month of December 1973 was a recipient of (and
was eligible to receive) aid or assistance (in the form of money
payments) under a State plan of such State (approved under
title I, X, XIV, or XVI, of the Social Security Act)

shall be entitled to receive, from the State, the supplementary pay-
ment described in paragraph (3) for each month, beginning with
January 1974, and ending with whichever of the following first occurs:

(C) the month in which such individual dies, or
(D) the first month in which such individual ceases to meet the

condition specified in subparagraph (A) ;
except that no individual shall be entitled to receive such supple-
mentary payment for any month, if, for such month, such individual
was ineligible to receive supplemental income benefits under title
XVI of the Social Security Act by reason of the provisions of section
1611(e) (1) (A), (2), or (3), 1611(f), or 1615(c) of such Act.

* (3) (A) The supplementary payment referred to in paragraph (2)
which shall be paid for any month to any individual who is entitled
thereto under an agreement entered into pursuant to this subsection,
shall (except as provided in subparagraphs (D) and (E)) be an
amount equal to (i) the amount by which such individual's "December
1973 income" (as determined under subparagraph (B)) exceeds the
amount of such individual's "title XVI benefit plus other income" (as
determined under subparagraph (C)) for such month, or (ii) if
greater, such amount as the State may specify.

(B) For purposes of subparagraph (A), an individual's "December
1973 income" means an amount equal to the aggregate of-

(i) the amount of the aid or assistance (in the form of money
payments) which such individual would have received (including
any part of such amount which is attributable to meeting the needs
of any other person whose presence in such individual's home is
essential to such individual's well-being) for the month of Decem-
ber 1973 under a plan (approved under title I, X, XIV, or XVI,
of the Social Security Act) of the State entering into an agree-
ment under this subsection, if the terms and conditions of such
plan (relating to eligibility for and amount of such aid or assist-
ance payable thereunder) were, for the month of December 1973,

is the same as those in effect, under such plan, for the month of

64-566 0 - 80 - 65
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June 1973, together with the bonus value of food stamps for
January 1972, as defined in section 401(b) (3) of Public Law
92-603, if, for such month, such individual resides in a State
which provides State supplementary payments (I) of the type
described in section 1616(a) of the Social Security Act, and (II)
the level of which has bew, found by the Secretary pursuant to
section 8 of Public Law 10-233 to have been specifically increased
so as to include the bonus value of food stamps, and

(ii) the aziountt of the income of such individual (other than
the aid or assistance described in clause (i)) received by such
individual in December 1973, minus any such income which did
not result, but which if properly reported would have resulted
in a reduction in the amount of such aid or assistance.

(C) For purposes of subparagraph (A), the amount of an individ-
ual's "title XVI benefit plus other income'" for any month means an
amount equal to the aggregate of-

(i) the amount (if any) of the supplemental security income
benefit to which such individual is entitled for such month under
title XVI of the Social Security Act, and

(ii) the amount of any income of such individual for such
month (other than income in the form of a benefit described in
clause (i)).

(D) If the amount determined ruider subparagraph (B) i in-
cludes, in the case of any individual, an amount which was payable to
such individual solely because of-

(i) a special need of such individual (including any special
allowance for housing, or the rental value of housing furnished
in kind to such individual in lieu of a rental allowance) which
existed in December 1973, or

(ii) any special circumstance (such as the recognition of the
needs of a person whose presence in such individual's home, in
December 1973, was essential to such individual's well-being),

and, if for any month after December 1973 there is a change with
respect to such special need or circumstance which, if such change
had existed in December 1973, the amount described in subparagraph
(B) (i) with respect to such individual would have been reduced on
account of such change, then, for such month and for each month
thereafter the amount of the supplementary payment payable under
the agreement entered into under this subsection to such individual
shall (unless the State, at its option, otherwise specifies) be reduced
by an amount equal to the amount by which the amount (described
in subparagraph (B) (i)) would have been so reduced.

(E) (i) In the case of an individual who, for December 1973 lived
as a member of a family unit other members of which received aid
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(in the form of money payments) under a State plan of a State
* approved under part A of title IV of the Social Security Act, such

State at its option, may (subject to clause (ii)) reduce such individ-
ual's I•ecember 1973 income (as determined under .ubparagraph (B))
to such extent as may be necessary to cause the suipplemnentary pay-
ment (referred to in paragraph (2)) payable to such individual for
January 1974 or any month thereafter to be reduced to a level designed
to assure that the total income of such individual (and of the members
of such family unit) for any month after December 1973 does not
exceed the total income of such individual (and of the members of
such family unit) for December 1973.

(ii) The amount of the reduction (under clause (i)) of any individ-
ual's December 1973 income shall not be in an amount which would
cause the supplementary paynientI (referred to in paragraph (2))
payable to such individual to be reduced below the amount of such
supplementary payment which would be payable to such individual
if he had, for the month of December 1973 not lived in a family,
members of which were receiving aid under part A of title IV of the
Social Security Act, and had had no income for such month other
than that received as aid or assistance under a State plan approved
under title I, X, XIV, or XVI of the Social Security Act.

(4) Any State having an agreement with the Secretary under
O paragraph (1) may, at its option, include individuals receiving bene-

fits under section 1619 of the Social Security Act, or who would be
eligible to receive such benefits but for their income, under the agree-
ment as though they are aged, blind, or disabled individuals as speci-
fied in paragraph (2) (A).1

(b) (1) Any State having an agreement with tlie Secretary under
subsection (a) may enter into an administration agreement with the
Secretary whereby the Secretary will, on behalf of such State, make
the supplementary payments required under the agreement entered
into under subsection (a).

(2) Any such administration agreement between the Secretary and
a State entered into under this subsection shall provide that the State
will (A) certify to the Secretary the names of each individual who,
for December 1973, was a recipient of aid or assistance (in the form of
money. payments) under a plan of such State approved under title I,
X, XIV, or XVI of the Social Security Act together with the amount
of such assistance payable to each such individual and the amount of
such individual's December 1973 income (as defined in subsection
(a) (3) (B)), and (B) provide the Secretary with such additional
data at such times as the Secretary may reasonably require in oider
properly, economically, and efficiently to carry out such administration

S agreement.

'Subpar. (4) was added b,) see. 201 of P.L. 96-266.
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(3) Any State which has entered into an athuinibtration agreement
under this subsection shall, at such times and in such installments as
may be agreed upon between the Secretary and tihe State, pay to the
Secretary an amount equal to the expenditures made by the Secretary
as supplementary payments to individuals untitled thereto under the
agreement entered into with such State umcer subsection (a).
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(c) (1) Supplementary payments made pursuant to an agreement
entered into under subsection (a) shall be excluded under section
1612(b) (6) of the Social Security Act (as in effect after December
1973) in determining income of individuals for purposes of title XVI
of such Act (as so in effect).

(2) Supplementary payments made by the Secretary (pursuant to
an administration agreement entered into under subsection (b)) shall,
for purposes of section 401 of the Social Security Amendments of
1972, be considered to be payments made under an agreement entered
into under section 1616 of the Social Security Act (as enacted by sec-
tion 301 of the Social Security Amendments of 1972); except that
nothing in this paragraph shall be construed to waive, with respect to
the payments so made by the Secretary, the provisions of subsection
(b) of such section 401.

(d) For purposes of subsection (a) (1), a State shall be deemed to
have entered into an agreement under subsection (a) of this section if
such State has entered into an agreement with the Secretary under
section 1616 of the Social Security Act under which-

(1) individuals, other than indivi-luals described in subsection
(a) (2) (A) and (B), are entitled to receive supplementary pay-
ments, and

(2) supplementary benefits are payable, to individuals
described in subsection (a) (2) (A) and (B) at a level and undur
terms and conditions which meet the minimum requirements
specified in subsection (a).

(e) Except as the Secretary may by regulations otherwise provide,
the provisions of title XVI of the Social Security Act (as enacted by
section 301 of the Social S~curity Amendments of 1972), including the
provisions of part B of such title, relating to the terms and conditions
under which the benefits authorized by such title are payable shall,
where not inconsistent with the purposes of this section, be applicable
to the payments made under an agreement under subsection (b) of this
section; and the authority conferred upon the Secretary by such title
may, where appropriate, be exercised by him in the administration of
this section.

(f) The provisions of subsection (a) (1) shall not be applicable in
the case of any State-

(1) the Constitution of which contains provisions which make
it impossible for such State to enter into and commence carrying
out (on January 1, 1974) an agreement referred to in subsection
(a), and

(2) the Attorney General (or other appropriate State official)
of which has, prior to July 1, 1973, made a finding that the State
Constitution of such State contains limitations which prevent
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such State from making supplemental payments of the type
described in aect ion 1616 of the Social Security Act.

Part D-Proviaions Relating to Medicaid

Coverage of Essential Persons Under Medicaid

See. 230. In the cae of any State plan (approved under title XIX
of the Social Security Act) which for December 1973 provided inedical
assistance to persons described in section 1905(a) (vi) of such Act,
there is hereby imposed the requiLreent (and such State plan shall
be deemed to require) that medical assistance under such pian be pro-
vided to each such person (who for December 1973 was eligible for
medical assistance under such plan) for each month (after December
1973) that--

(1) the individual (referred to in the last sentence of section
1905(a) of such Act) with whom such person is living continues
to meet the criteria (as in effect for Liwcember 1973) for aid or
assistance under a State plan (referred to in suclt sentence), and

(2) such person continues to have the relationship with such
individual described in such sentence and meets the other criteria
(referred to in such sentence) with respect to a State plan (so
referred to) as such plan was in effect for December 1973.

Federal niatching under title XIX of the Social Security Act shall be
available for the medical assistance furnished to individuals eligible
for such assistance under this section.

Persons in Medical Institutions

See. 231. For purposes of section 1902(a) (10) of the Social Secu-
rity Act, any individual who, for all (or any part of) the nionth of
December 1973--

(1) was an inpatient in an institution qualified for reimburse-
ment under title XIX of the Social Security Act, and

(2) (A) received or would (except for his being an inpatient in
such institution) have been eligible to receive aid or assistance
under a State plan approved under title I, X, XIV, or XVI of
such Act, and

(B) on the basis of his status as described in subparagraph
(A), was included as an individual eligible for medical assistance
under a State plan approved under title XIX of such Act
(whether or not such individual actually received aid or assistance
under a State plan referred to in subparagraph (A)),
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shall be deened to be receiving such aid or assistance for such month
and for sLch succeeding month in a continuous period of months if,
for each month in such period--

(3) such individual continues to be (for all of such month)
an inpatient in such an institution and would (except for his being
an inpatient in such institution) continue to meet the conditions
of eligibility to receive aid or assistance under such plan (as such
plan was in effect for December 1973), and

(4) such individual is determined (under the utilization review
and other professional audit procedures applicable to State plans
approved under title XIX of the Social Security Act) to be in
need of care in such an institution.

Federal matching under title XIX of the Social Security Act shall be
available for the medical assistance furnished to individuals eligible
for such assistance under this section.

Blind and Disabled Medically Indigent Persons

Sec. 232. For purposes of section 1902(a) (10) of the Social Security
Act, any individual who, for the month of December 1973 was eligible
for medical assistance by reason of his having been determined to
meet the criteria for blindness or disability (established by a State
plan approved under title I, X, XIV, or XVI of such Act), shall be
deemed for purposes of title XIX to be an individual who is blind
or disabled within the meaning of section 1614(a) of the Social Se-
curity Act for each month in a continuous period of months (begin-
ning with the month of January 1974), if, for each month in such
period, such individual continues to meet the criteria for blindness
or disability so established by such a State plan (as it was in effect
for December 1973), and the other conditions of eligibility contained
in the plan of the State approved under title XIX (as it was in effect
in December 1973). Federal matching under title XIX of the Social
Security Act shall be available for the medical assistance furnished
to individuals eligible for such assistance under this section.

Extension of Section 249E of Social Security
Amendments of 1972

Sec. 233. Section 249E of the Social Security Amendments of 1972
is amended by striking out "October 1974" and inserting in lieu thereof
"July 1975".

0
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Excerpts From PubUe Law 9333 As Amended

Eligibility of Supplemental Security Income Recipients for Food
Stamps

Sec. 8. (a) * * *
j.N()'I'E: Sl..-c'tions (a) wid (b) of .4,ttion X ae nio loInger effe'.tive
as a re.•ult (of tilie uali.ilh1t'.nts niudlet ).v i1.1j. 1:1. . tit-' titKI a111l
Agrictulturek At. of 1177.1

(c) For uirlo.M..s of .section 6(g) of the F4oodl Stanip At of 1977 and
subsections (b) (3) and (f) of this section, the level of State supple-
mentary j)ayuiednt under section 1616(a) shall be found by the Secre-
tary to have been specifically increased so as to include the bonus value
of fo)d stanips (1) only if, prior to October 1, 1973, the State has
entered into at agreement with the Secretary or take other positive
steps which delmonstrate its intention to provide sup)p)lenjentary pay-
ments under section 1616(a) at a level which is at least equal to the
mnaximuint level which can be determined under section 401 (b) (1) of
the Social Security Amendments of 1972 adl whi('h is such that the
limitation on State fiscal liability under section 401 does result in a
reduction in the antount which would otherwise be payable to the
Secretary by the State, and (2) only with respect to such months as
the State may, at its option, elect.

(d) Upon the request, of the State of California the Secretary shall
find, for lroi)o.ses of the provisions specified in subsection (c) of this
section, that thie level of siich State's sul)pleinentaIY payments of the
type described in section 1616(a) of the Social Security Act has been
specifically increased for any nionth after June 1976 so as to include the
bonus value of food stamps if-

(1) the State law as in effect for such month specifically pro-
vides for increases in such payments on account of increases in the
level of Ix'nelits payable under title XVI of the Social Security
Act in a manner designed to assure that, whenever a cost-of-living
increase in the level of benefits payable under such title XVI be-
comes effective for any inonth after June 1976, the amount of the
State supplementary payment payable, for each month with
respect to witich such cost-of-living increase is effective, to any
individual or to any individual with an eligible spouse, will be
increased by such amount as is necessary to assure that-

(A) thie aggregate of (i) the amount payable for such
month to suich individual, or to such individual with an
eligible spouse, under such title XVI, and (ii) the amount
payable for such month to such individual, or to such indi-
vidual with an eligible spouse, under the State's supplemen-
tary payments program,
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will exceed, by an amount which is not less than the monthly
amount of such cost-of-living increase (plus the monthly amount
of any previous cost-of-living increases in the level of benefits
payable under title XVI of the Social Security Act which became
effective for months after June 1976)-

(B) the aggregate of the amounts which would otherwise
have been payable, to such individual (or to such individual
with an eligible spouse), under such title XVI and under the
State's supplementary payments program for such month
under the law as in effect on June 1,1976; and

(2) such month is (A) the month of July 1976, or (B) a
month thereafter which is in a period of consecutive months the
first of which is July 1976 and each of which is a month with
respect to which the conditions of paragraph (1) are met.

As used in this subsection, the term "cost-of-living increase in the level
of benefits payable under title XVI of the Social Security Act" means
an increase in benefits payable under such title XVI by reason of the
operation of section 1617 of such Act; except that the cost-of-living
increase in the level of benefits payable under such title XVI which
became effective for the monl h of July 1976 shall be deemed (for
purposes of determining the amount of the required excess referred to
in the matter following subparagraph (A) and preceding subpara-
graph (B) in paragraph (1)) to have provided an increase of $3.00
per month in the case of an individual without an eligible spouse and
$4.50 per month in the case of an individual with an eligible spouse.
For purposes of this subsection, if the State requests the Secretary to
make the finding specified in the first sentence of this subsection and to
make an additional cash payment under title XVI in lieu of food
stamps, in the amount and the manner described below, to every in-
dividual in the State who does not have an eligible spouse and who
receives a supplementary payment pursuant to an agreement under
section 1616(a) of the Act (other than an individual who (i) receives
such a supplementary payment at a level prescribed by the State by
reason of his or her residence in an institution, or other living arrange-
ment in which board and care are provided, or (ii) receives payments
pursuant to section 212 of Public Law 93-66 at a level in excess of the
level applicable to such individual as established by the State under
such agreement), the Secretary shall make such payments if he finds
that the conditions of paragraph (1) have been met (and for this pur-
pose the conditions of paragraph (1) shall be considered to have been
met to the extent that they involve amounts payable under the law
referred to in paragraph (1) (B) notwithstanding the suspension in
1978 of the cost-of-living increa• in State supplementary payments
under such law) for months beginning with the first month in which,
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as determined by the Secretary, such additional cash payment can be
Made, and ending with the month before the first subsequent month

for which the conditions of paragraph (1) are met without regard to
this sentence (and the requirements of paragraph (2) shall also be
considered to have been met, effective on the first day of such first
subsequent month, for purposes of applying the first sentence of this
subsection to that month and succeeding months). For purposes of the
preceding sentence, the amount of an additional cash payment under
title XVI in lieu of food stamps shall equal the cash value of the
minimum allotment specified by section 8(a) of the I ood Stamp Act of
1977 for one-person households, and such additional cash payment
shall be appropriately included in or with the check issued to such
individual in payment of his supplementary security income benefit
(or supplementary payment under such section 1616 (a)).

(e) Section 401 (b) (1) of the Social Security Amendments of 1972
is amended by striking out everything after the word "exceed" and
inserting in lieu thereof : "a payment level modification (as defined in
paragraph (2) of this subsectio~t) with respect to such plans."

(f) The amendment made by subsection (e) shall not be effective
in any State which provides supplementary payments of the type de-
scribed in section 1616(a) of the Social Security Act the level of which
has been found by the Secretary to have been specifically increased so

Sas to include the bonus value of food stamps.1

Continuation of Certain Demonstration Projects

Sec. 11. (a) If any State (other than the Commonwealth of Puerto
Rico, the V*rgin Islands, or Guam) has any experimental, pilot, or
demonstration project (referred to in section 1115 of the Social
Security Act)-

I Section 8 was amended by sec. 8 of P.L. 94-44, by see. 2 of P.L. 94-365, by P.L. 104-379.
by sec. 3 of P.L. 95 59. sad oy see. 1302 of P.U. 95-113. Also see see. 6(g) of the Food Stamp
Act of 1977 which is Print-d in this document on p. 707. Section 8 was also amended by
see. 5 of P.L. 95-458 whic't added -be last sentence of subsection (d) effective only for
the period October 1. 1978-September 30, 1979. (See sec. 5(b) of P.L. 95-458 which If
printed at page 820.)

I
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(1) which (prior to October 1, 1973) has been approved by the
Secretary of Health, Education, and Welfare (hereinafter in
this section referred to as the "Secretary"), for a period which
ends on or after December 31, 1973, as being a project with respect
to which the authority conferred upon him by subsection (a) or
(b) of such section 1115 will be exercised, and

(2) with respect to the costs of which Federal financial par-
ticipation would (except for the provisions of this section) be
denied or reduced on account of the enactment of section 301 of
the Social Security Amendments of 1972,

then, for any period (after December 31, 1973) with respect to which
such project is approved by the Secretary, Federal financial partici-
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pation in the costs of such project shall be continued in like manner
as if-

(3) such section 301 had not been enacted, and
(4) such State (for the month of January 1974 and any month

therafter) continued to have in effect the State plan (approved
under title XVI) which was in effect for the month of October
1973, or the State plans (approved under titles I, X, and XIV of
the Social Security Act) which were in effect for such month,
as the case may be.

(b) With respect to individuals--
(1) who are participants in any project to which the provi-

sions of subsection (a) are applicable, and
(2) with respect to whom supplemental security income bene-

fits are (or would, except for their participation in such project,
be) payable under title XVI of the Social Security Act, or who
meet the requirements for aid or assistance under a State plan
approved under title I, X, XIV, or XVI of the Social Security
Act of the State in which such project is conducted (as such State
plan was in effect for July 1973),

the Secretary may waive such requirements of title XVI of such Act
(as enacted by section 301 of the Social Security Amendments of 1972)
to such extent as he determines to be necessary to the successful opera-
tion of such project.

(c) In the case of any State which has entered into an agreement
with the Secretary under section 1616 of the Social Security Act (or
which is deemed, under section 212(d) of Public Law 93-66, to have
entered into such an agreement), then, of the costs of any project of
such State with respect to which there is (solely by reason of the pro-
visions of subsection (a)) Federal financial participation, the non-
Federal share thereof shall-

(1) be paid, from time to time, to such State by the Secretary,
and

(2) shall for purposes of section 1616(d) of the Social Security
Act and section 401 of the Social Security Amendments of 1972,
be treated in like manner as if such non-Federal share were sup-
plementary payments made by the Secretary on behalf of such
State pursuant to such agreement.

Social Services Regulations Postponed

See. 12. (a) Subject to subsection (b), no regulation and no modifi-
cation of any regulation, promulgated by the Secretary of Health,
Education, and Welfare (hereinafter referred to as the "Secretary")
after January 1, 1973, shall be effective for any period which begins
prior to October 1, 1975, if (and insofar as) such regulation or modi-
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fication of a regulation pertains (directly or indirectly) to the provi-
Ssions of law contained in sections 3(a) (4) (A), 402(Oa) (19) (G),

403(a) (3) (A), 603(a) (1) (A), 1003(a) (3) (A), 1403(a) (3) (A), or
1603 (a) (4) (A), of the Social Security Act.

(b) (1) The provisions of subsection (a) shall not be applicable to
any regulation relating to "scope of programs", if such regulation is
identical (except as provided in the succeeding sentence) to the pro-
visions of section 221.0 of the regulations (relating to social services)
proposed by the Secretary and published in the Federal Register on
May 1, 1973. There shall be deleted from the first .entence of subsection
(b) of such section 221.0 the phrase "meets all the applicable require-
ments of this part and".

(2) The provisions of subsection (a) shall not be applicable to any
regulation relating to "limitations on total amount of Federal funds
payable to States for services", if such regulation is identical (except
as provided in the succeeding sentence) to the provisions of section
221.55 of the regulations so proposed and published on May 1, 1973.
There shall be deleted from subsection (d) (1) of such section 221.55
the phrase "(as defined under day care services for children)"; and,
in lieu of the sentence contained in subsection (d) (5) of such section
221.55, there shall be inserted the following: "Services provided to a
child who is under foster care in a foster family home (as defined in

* section 408 of the Social Security Act) or in a childcare institution
(as defined in such section), or while awaiting placement in such a
home or institution, but only if such services are needed by such child
because he is under foster care.".

(3) The provisions of subsection (a) shall not be applicable to
any regulation relating to "rates and amounts of Federal financial
participation for Puerto Rico, the Virgin Islands, and Guam", if such
regulation is identical to the provisions of section 221.56 of the regu-
lations so proposed and published on May 1, 1973.

(4) The provisions of subsection (a) shall not be construed to pre-
clude the Secretary from making any modification in any regulation
(described in subsection (a)) if such modification is technically neces-
sary to take account of the enactment of section 301 or 302 of the
Social Security Amendments of 1972.

(c) Noiwithstanding the provisions of section 553(d) of title 5,
United States Code. any regulation described in subsection (b) may
become effective upon the date of its publication in the Federal
Register.

Sec. 13. (a) * *
* * * *
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Medicaid Eligibility for Individuals Receiving Mandatory
State Supplementary Payments

(c) In addition to other requirements imposed by law as conditions
for the approval of any State plan under title XIX of the Social
Security Act, there is hereby imposed (effective January 1, 1974) the
requirement (and each such State plan shall be deemed to require)
that medical assistance under such plan shall be provided to any
individual-

(1) for any month for which there (A) is payable with respect
to such individual a supplementary payment pursuant to an agree-
ment entered into between the State and the Secretary of Health,
Education, and Welfare under section 212(a) of Public Law
93-66, and (B) would be payable with respect to such individual
such a supplementary payment, if the amount of the supple-
mentary payments payable pursuant to such agreement were estab-
lished without regard to paragraph (3) (A) (ii) of such section
212(a), and

(2) in like manner, and subject to the same terms and condi-
tions, as medical assistance is provided under such plan to individ-
uals with respect to whom benefits are payable for such month
under the supplementary security income program established
by title XVI of the Social Security Act.

Federal matching under title XIX of the Social Security Act shall be
available for the medical assistance furnished to individuals who are
eligible for such assistance under this subsection.

Payment for Services of Physicians Rendered in a Teaching
Hospital

Sec. 15. (a) (1) Notwithstanding any other provision of law, the
provisions of section 1861(b) of the Social Security Act, shall, subject
to subsection (b) of this section, for the period with respect to which
this paragraph is applicable, be administered as if paragraph (7) of
such section read as follows:

"(7) a physician s here the hospital has a teaching program
approved as specified in paragraph (6), if (A) the hospital elects
to receive any payment due under this title for reasonable costs of
such services, and (B) all physicians in such hospital agree not.
to bill charges for professional services rendered in such hospital
to individuals covered under the insurance program established
by this title..

(2) Notwithstanding any other provision of law, the provisions of
section 1832(a) (2) (B) (i) of the Social Security Act, shall, subject
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to subsection (b) of this section, for the period with respect to which
* this paragraph is applicable, be administered Ss if subclause II of

such section read as follows:
"(II) a physician to a patient in a hospital which has a teach-

ing program approved as specified in paragraph (6) of section
1861(b) (including services in conjunction with the teaching pro-
grams of such hospital whether or not such patient is an in-

patient of such hospital), where the conditions specified in para-
graph (7) of such sectioai are met, and".

(b) The provisions of subsection (a) shall not be deemed to render
improper any determination of payment under title XVIII of the

Social Security Act for any service provided prior to the enactment
of this Act.

(c) (1) The Secretary of Health, Education, and Welfare shall ar-
range for the conduct of a study or studies concerning (A) appropri-
ate and equitable methods of reimbursement for physicians' services
under titles XVIII and XIX of the Social Security Act in hospitals
which have a teaching program approved as specified in section 1861
(b) (6) of such Act, (B) the extent to which funds expended under
such titles are supporting the training of medical specialties which are
in excess supply, (C) how such funds could be expended in ways

which support more rational distribution of physicians manpower
* both geographically and by specialty, (D) the extent to which such

funds support or encourage teaching programs which tend to dispro-
portionately attract foreign medical graduates, and (E) the existing

and appropriate role that part of such funds which are expended to
meet in whole or in part the cost of salaries of interns and residents in

teaching programs approved as specified in section 1861(b) (6) of

such Act.
(2) The studies required by paragraph (1) shall be the subject of

an interim report thereon submitted not later than March 1, 1975,

and a final report not later than March 1, 1976. Such reports shall be

submitted to the Secretary, the Committee on Finance of the Senate,

and the Committee on Ways and Means of the House of Representa-

tives, simultaneously.
(3) The Secretary shall request the National Academy of Sciences

to conduct such studies under an arrangement under which the actual

expenses incurred by such Academy in conducting such studies will

be paid by the Secretary. If the National Academy of Sciences is will-

ing to do so, the Secretary shall enter into such an arrangement with

such Academy for the conduct of such studies.

(4) If the National Academy of Sciences is unwilling to conduct

the studies required under this section, under such an arrangement

m with the Secretary, then the Secretary shall enter into a similar

64-566 0 - 80 - 66
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arrangements wlth other appropriate nonprofit private groups or asso-
ciations under which such groups or associations shall conduct such
studies and prepare and submit the reports thereon as provided in
paragraph (2).

(5) The Social Security Administration shall study the interim
report called for in paragraph (2) and shall submit its analysis of
such interim report to the Committee on Finance of the Senate and
the Committee on Ways and Means of the House of Representatives
not later than June 1, 1975. The Social Security Administration shall
study and submit its analysis of the final report to the Committee
on Finance of the Senate and the Committee on Ways and Means of
the House of Representatives by June 1, 1976.1

(d) The provisions of subsection (a) shall apply with respect to
cost accounting periods beginning after June 30, 1973, and prior to
October 1, 1978.I

Basis of Medicare Payment for Services Provided by
Agencies and Providers

Sec. 16. In the administration of titles V, XVIII, and XIX of the
Social Security Act, the amount payable under such title to any
provider of services on account of services provided by such hospital,
skilled nursing facility, or home health agency shall be determined
(for any period with respect to which the amendments made by sec-
tion 233 of Public Law 92-603 would, except for the provisions of
this section, be applicable) in like manner as if the date contained in
the first and second sentences of subsection (f) of such section 233
were December 31, 1973, rather than December 31, 1972.

Postponement on Effective Date of Certain Requirements
Imposed With Respect to Payment for Physical Therapy
Services

Sec. 17. (a) In the administration of title XVIII of the Social
Security Act, the amount payable thereunder with respect to physical
therapy and other services referred to in section 1861(v) (5) (A) of
such Act (as added by section 151(c) of the Social Security Amend-
ments of 1972) shall be determined (for the period with respect to
which the amendment made by such section 151 (c) would, except for
the provisions of this section, be applicable) in like manner as if the
"December 31, 1972", which appears in such subsection (d) (3) of
such section 151, read "the month in which there are promulgated, by
the Secretary of Health, Education, and Welfare, final regulations

1 Subsection (c) was amended by sections 7(a) and (b) of P.iL 93-36&
2 Subsection (d) was amended by section 7(c) of P.L. 93-M38, section I of PL

94-368, and section 7 of P.X&. W-292.
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implementing the provisions of section 1861(v) (5) of the Social
* Security Act".

Modification of Provisions Establishing Supplemental Security
Income Program

Sec. 19. (a) Section 303(c) of the Social Security Amendments of
1972 is amended to read as follows:

"(c) Section 9 of the Act of April 19, 1950 (64 Stat. 47) is
amended to read as follows:

"'SEc. 9. Beginning with the quarter commencing July 1, 1950, the
Secretary of the Treasury shall pay quarterly to each State (from
sums made available for making payments to the States under section
403(a) of the Social Security Act) an amount, in addition to the
amount prescribed to be paid to such State under such section, equal
to 80 per centum of the total amount of contributions by the State
toward expr..nditures during the preceding quarter by the State, under
the State plan approved under the Social Security Act for aid to de-
pendent children to Navajo and Hopi Indians residing within the
boundaries of the State on reservations or on allotted or trust lands,
with respect to whom payments are made to the State by the United
States under section 403 (a) of the Social Security Act, not counting

* so much of such expenditure to any individual for any month as
exceeds the limitations prescribed in such section.'."

(b) Notwithstanding the provisions of section 301 of the Social
Security Amendments of 1972, the Scretary of Health, Education,
and Welfare shall make payments to the 50 States and the District of
Columbia after December 31, 1973, in accordance with the provisions
of the Social Security Act as in effect prior to January 1, 1974, for
(1) activities carried out through the close of December 31,1973, under
State plans approved under title I, X, XIV, or XVI, of such Act, and
(2) administrative activities carried out after December 31, 1973,
which such Secretary determines are necessary to bring to a close
activities carried out under such State plans.

Excerpt From Public Law 93-368

See. 8. Section 249B of the Social Security Amendments of 1972
is amended by striking out "June 30, 1974" and inserting in lieu
thereof "June 30, 1977".
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Excerpt From Public Law 93-4M

Sec. 4(a) * * *
(b) The Civil Service Commission and the Secretary of Health,

Education, and Welfare shall submit to the Committee on Post Office
and Civil Service and the Committee on Ways and Means of the House
of Representatives, and to the Committee on Post Office and Civil
Service and the Committee on Finance of the Senate, on or before
March 1, 1975, a report on the steps which have been taken, and the
steps which are planned, to enable the Secretary of Health, Educa-
tion, and Welfare to make the determination and certification referred
to in section 1862(c) of the Social Security Act. If such report is not
submitted to such committees on or before March 1, 1975, the date
specified in such section (as amended by this section) shall be deemed
to be July 1, 1975, rather than January 1, 1976.

Excerpts From the Social Services Amendments of 1974

Public Law 93-647, as Amended

Sec. 3(a) * * *
* * * * * *

(f) Any child day care service provided under any plan of a State
approved under part A, or developed under part B, of title IV of
the Social Security Act must meet the requirements applicable, under
subsection (a) (9) of section 2002 of the Social Security Act, as
amended by this Act, to child day care services with respect to which
payment is made under that section. The requirements imposed by
this subsection are in lieu of any requirements that would otherwise
be applicable under section 522(d) of the Economic Opportunity Act
of 1964 to child day care services provided under any plan of a State
approved under part A, or developed uaider part B, of title IV of
the Social Security Act.1

(g) Section 12(a) of Public Law 93-233 is amended by striking
out "January 1, 1975" and inserting "October 1, 1975" in lieu thereof.
Notwithstanding the provisions of section 12(a) of Public Law 93-
233, the Secretary may make any modification in any regulation de-
scribed in that section if the modification is necessary to implement
the provisions of this part.

P * * O * * *

•1Provlsioa modliled for October 1. 1975-January 31. 1976. See section 7(a) (3).
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(j) Notwithstanding the provisions of paragraph (2) of section
* 2002 (a) of the Social Security Act, as amended by this Act, the limi-

tation imposed by such paragraph (2) for the fiscal year beginning
July 1, 1975, with respect to any State shall be the allotment of the
State for that fiscal year as determined under section 1130 of the
Social Security Act. In determining, for the purposes of that limita-
tion, the total amount of the payments made to any State with re-
spect to expenditures during fiscal year beginning July 1, 1975, there
shall be included the amount of any payments made to the State that
are chargeable against the allotment of the State for the fiscal year
beginning July 1,1975, under such section 1130.

Report by the Secretary

Sec. 4. Prior to July 1, 1977, the Secretary shall submit to the Con-
gress a report on the effectiveness of the program established by title
XX of the Social Security Act, as amended by this Act, during cal-
endar years 1975 and 1976, together with recommendations, if any, for
improvements in that program.

See 7. (a)(1)
(2) Notwithstanding the provisions of section 2004 of the Social

Security Act, as amended by this Act, the first services program year
of each State shall begin on October 1, 1975, and end with the close of,
at the option of the State-

(A) the day in the twelve-month period beginning October 1,
1975, or

(B) the day in the twelve-month period beginning October 1,
1976,

which is the last day of the twelve-month period, established by the
State as its services program year under that section. Notwithstand-
ing the provisions of subsection (b) of section 2003 of the Social Se-
curity Act, as amended by this Act, the aggregate expenditures
required by that subsection with respect to the first services program
year of each State shall be the amount which bears the same ratio to
the amount that would otherwise be required under that subsection as
the number of months in the State's first services program year bears
to twelve.

(8) Notwithstanding paragraph (1) of this subsection or section
3 (f), payments under title IV or section 2002 (a) (1) of the Social
Security Act with respect to expenditures made prior to October 1,
1978, in connection with the provision of child day care services in
day care centers and group day care homes, in the case of children
between the ages of six weeks and six years, may be made without
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regard to the requirements relating to staying standards which are
imposed by or under section 2002 (a) (9) (A) (ii) of such Act, so long
as the staffing standards actually being applied in the provision of
the services involved (A) comply with applicable State law (as in
effect at the time the services are provided), (B) are no lower than
the corresponding staffing standards which were imposed or required
by applicable State law on September 15, 1975, and (C) are no lower,
in the case of any day care center or group day care home, than the
corresponding standards actually being applied in such center or home
on September 15,1975.1

Sec. 101(a) * " "

(c) (1) Notwithstanding the provisions of section 402(a) of the
Social Security Act, in addition to the amounts required to be dis-
regarded under clause (8) (A) of such section, there is imposed the
requirement (and the State plan shall be deemed to include the re-
quirement) that for the 15 months beginning July 1, 1975, in mak-
ing the determination under clause (7), the State agency shall with
respect to any month in such year and in addition to the amounts
required to be disregarded under clause (8) (A), disregard amounts
payable under section 457 (a) (1).

Excerpt From Public Law 94-12, the Tax Rzduction Act of 1975

TITLE VII-MISCELLANEOUS PROVISIONS

SEC, 701. CERTAIN UNEMPLOYMENT COMPENSATION.
(a) * * *

(b) MODIFICATION OF AGREEMENTs.-The Secretary of Labor shall,
at the earliest practicable date after the enactment of this Act, pro-
pose to each State with which he has in effect an agreement entered
into pursuant to section 102 of the Emergency Unemp: yment Com-
pensation Act of 1974 a modification of such agreement designed to
cause payments of emergency compensation thereunder to be made
in the manner prescribed by such Act, as amended by subsection (a)
of this section. Notwithstanding any provision of the Emergency
Unemployment Compensation Act of 1974, if any such State shall fail

I Pararaph (3) was added by see. 3 of P.L. 94-120 and was amended by see. 2 of P.L. 94-
401 and by see. 1(d) of P... 93-171.
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or refuse, within a reasonable time after the date of the enactment e:
* this Act, to enter into such a modification of such agreement, the See

retary of Labor shall terminate such agreement.

SEC. 702. SPECIAL PAYMENT TO RECIPIENTS OF BENEFITS UNDER
CERTAIN RETIREMENT AND SURVIVOR BENEFIT PRO-
GRAMS.

(a) PAYMENT.-TThe Secretary of the Treasury shall, at the earliest
practicable date after the enactment of this Act, make a $50 payment
,to each individual, who for the month of M1arch 1975, was entitled
(without regard to sections 202(j) (1) and 223(b) of title II of the
Social Security Act and without the application of section 5 (a) (ii)
of the Railroad Retirement Act of 1974) to--

(1) a monthly insurance benefit payable under title II of the
Social Security Act,

(2) a monthly aftnuity or pension payment under the Railroad
Retirement Act of 1935, the Railroad Retirement Act of 1937, or
the Railroad Retirement Act of 1974, or

(3) a benefit under the supplemental security income benefits
program established by title XVI of the Social Security Act;

except that, (A) such $50 payment shall be made only to individuals
who were paid a benefit for March 1975 in a check issued no later
than August 31, 1975; (B) no such $50 payment shall be made to any
individual who is not a resident of the United States (as defined in
section 210(i) of the Social Security Act); and (C) if an individual
is entitled under two or more of the programs referred to in clauses
(1), (2), and (3), such individual -hall be entitled to receive only one
such $50 payment. For purposes of this subsection, the term "resident"
means an individual whose address of record for check payment pur-
poses is located within the United States.

(b) RECIPIENT IDENTIFICATIO.X.--The Secretary of Health, Educa-
tion, and Welfare and the Railroad Retirement Board shall provide
the Secretary of the Treasury with such information and data as may
be needed to enable the Secretary of the Treasury to ascertain which
individuals are entitled to the payment authorized under subsection
(a).

(C) COORDINATION WITH OTiER FEDERAL PROGRAMS.-Any payment
made by the Secretary of the Treasury under this section to any indi-
vidual shall not be regarded as income (or, in the calendar year 1975,
as a resource) of such individual (or of the family of which he is a
member) for purposes of any Federal or State program which under-
takes to furnish aid or assistance to individuals or families, where
eligibility to receive such aid or assistance (or the amount of such aid
or assistance) under such program is based on the need therefor of the
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individual or family involved. The requirement imposed by the pre-
ceding senteLrce shall be treated as a condition for Federal financial
participation in any State (or local) welfare program for any calen-
dar quarter commencing after the date of enactment of this Act.

(d) APaOPRaIATIOs AuT-iIORIZATOON.-There are hereby authorized
to be appropr-iated, out of any funds in the Treasury not otherwise
appropriated, such sums as may be nece..-ary to carry out the provi-
sions of this section.

(e) PAYMENT Nor To Bt, CONSIDERED IN'COME.-Payments made
under this section shall not be considered as gross income for purposes
of the Internal Revenue Code of 1954.

Excerpt From the Emergency Compensation and Special
Unemployment Assistance Extension Act of 1975

Public Law 94-45

Study and Report by Secretary of Labor

Sec. 104. The Secretary of Labor shall conduct a study and review
of the program established by the Emergency Unemployment Com-
pensation Act of 1974 and the program estabhlished under title II of
the Emergency Jobs and Unemploynment A-s*stance Act of 1974 and
shall submit to the Congress not later than Januatry 1, 1977, a report
on such study and review. Such study and review shall include-

(1) the employment, economic, and demographic characteri•,dics
of individuals receiving benefits under either such program,

(2) the needs of the long-term unemployed for job counseling,
testing, referral and placement services, skill and apprenticeship
training, career-related education programs, and public service
employment opportunities, and

(3) an examination of all other be-nefits to which individuals
receiving be-nefits under either such program are eligible together
with an investigation of important factors affecting unemploy-
ment, a comparison of the aggregate value of such other benefits
plus benefits received under either such program with the amount
of compensation received by such individuals in their most recent
position of employment.

Modificatior of Agreements

Sec. 105. The Secretary of Ltbor shall, at the earliest practicable
date after the (late of the enactmnent of this Act, propose to each State
with which he has in effect an agreement under section 10"2 of the
Emergency Unemployment Compensation Act of 1974 a modification
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of such agreement designed to provide for the payment of the emer-
* gency compensation benefits allowable under such Act by reason of the

amendments made by this part. Notwithstanding any provision of the
Emergency Unemployment Compensation Act of 1974, if any State
fails or refuses, within the three-week period beginning on the date
of the enactment of this Act, to enter into such a modification of such
agreement, the Secretary of Labor shall terminate such agreement.

Repayment of State Loans

See. 110. (a) Section 3302(c) (3) of the Internal Revenue Code of
1954 is amended by adding at the end thereof the following new sen-
tence: "The provisions of the preceding sentence shall not be appli-
cable with respect to the taxable year beginning January 1, 1975, or
any succeeding taxable year which begins before January 1, 1978;
and, for purposes of such sentence, January 1, 1978, shall be deemed
to be the first January 1 occurring after January 1, 1974, and consecu-
tive taxable years in the period commencing January 1, 1978, shall be
determined as if the taxable year which begins on January 1, 1978,
were the taxable year immediately succeeding the taxable year which
began on January 1, 1974.".

* (b) (1) The amendment made by subsection (a) shall not be appli-
cable in the case of any State unless the Secretary of Labor finds that
such State has studied and taken appropriate action with respect to
the financing of its unemployment programs so as substantially to
accomplish the purpose of restoring the fiscal soundness of the State's
unemployment account in the Unemployment Trust Fund and permit-
ting the repayment within a reasonable time of any advances made
to such account under title XII of the Social Security Act. For pur-
poses of the preceding sentence, appropriate action with respect to the
financing of a State's unemployment programs means an increase in
the State's unemployment tax rate, an increase in the State's unem-
ployment tax base, a change in the experience rating formulas, or a
combination thereof.

(2) The Secretary of Labor shall promptly prescribe and publish
in the Federal Register regulations setting forth the criteria according
to which he will determine the requirements of the preceding
paragraph.

(3) Immediately after he makes a determination with respect to any
State under paragraph (1), the Secretary of Labor shall publish such
determination, together with his reasons therefor, in the Federal
Register.
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TITLE III-LOANS TO THE UNEMPLOYMENT FUND
OF THE VIRGIN ISLANDS

Sec. 30L (a) The Secretary of Labor (hereinafter in this section
referred to as the "Secretary") may make loans to the Virgin Islands
in such amounts as he determines to be necessary for the payment in
any month of compensation tinder the unemployment compensation
law of the Virgin Islands. A loan may be made under this subsection
for the payment of compensation in any month only if-

(1) the Governor of the Virgin Islands submits an application
therefor no earlier than the first day of the preceding month;
and

(2) such application contains an estimate of the amount of the
loan which will be required by the Virgin Islands for the pay-
ment of compensation in such month.

(b) For purposes of this section-
(1) an application for loan under subsection (a) shall be made

on such forms and shall contain such information and data (fiscal
and otherwise) concerning the operation and administration of
the unemployment compensation law of the Virgin Islands as the
Secretary deems necessary or relevant to the performance of his
duties under this section;

(2) the amount required by the Virgin Islands for the payment
of compensation in any month shall be determined with due allow-
ance for contingencies and taking into account all other amounts
that will be available in the unemployment fund of the Virgin
Islands for the payment of compensation in such month; and

(3) the term "compensation" means cash benefits payable to
individuals with respect to their unemployment, exclusive of ex-
penses of administration.

(c) Any loan made under subsection (a) shall be repayable (with-
out interest) not later than January 1, 1979. If after January 1, 1979,
any poition of any such loan remains unpaid, the Virgin Islands shall
pay interest thereon, until the loan is paid in full, at a rate equal to the
rate of interest in effect under section G621 of tile Internal Revenue
Code of 1954. If at some future date the Federal Unemployment Tax
Act shall be made applicable to the Virgin Islands, then, any amount of
principal or interest due on any such loan remaining unpaid on such
date shall be treated, for purposes of section 3302 (c) (3) of the Inter-
nal Revenue Code of 1954, as an advance made to the Virgin Islands
under title XII of the Social Security Act."

(d) No loan may be made under subsection (a) for any month
beginning after September 30,1977. The aggregate of the loans which
may be made under subsection (a) shall not exceed $15,000,000.'

' Subsections (W) and (d) were amended by Public Law 94-354.
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(e) There are authorized to be appropriated from the general fund
* of the Treasury such sums as may be necessary to carry out this section.

S S S S

Excerpts From Public Law 9448

TITLE I--AMENDMENTS RELATING TO SOCIAL
SECURITY ACT

TEMPORAIr WAITE OF CEwrAIN MRQUIREMES FOR CERAIN rWAWS
Se&. 20L (a) If the Governor of any State, which has an approved

State plan under part A of title IV of the Social Security Act, submits
to the Secretary of Health, Education, and Welfare (hereinafter in
this section referred to as the "Secretary"), a request that any provi-
sion of section 402(a) (26) of the Social Security Act or section 402
(a) (27) of such Act not be made applicable to such State prior to a
date specified in the request (which shall not be later than June 30.
1976) and-

(1) such request is accompanied by a certification, with respect
to such provision, of the Governor that the State cannot imple-
ment such provision because of the lack of authority to do so under
State law, and

(2) such request fully explains the reasons why such provi-
sion cannot be implemented, and sets forth any provision of State
law which impedes the implementation thereof,

the Secretary shall, if he is satisfied that such a waiver is justified,
grant the waiver so requested.

(b) During any period with respect to which a waiver, obtained
under subsection (a) with respect to section 40-2(a) (26) (A) of the
Social Security Act, is in effect with respect to any State, the provi-
sions of section 454 (4) and (5) of such Act shall be applied to such
State in like manner as if the phrase "with respect to whom an assign-
ment under section 402(a) (26) of this title is effective" did not appear
therein, and the provisions of section 458 of such Act shall be applied
to such State in like manner as if the phrase "support rights assigned
under section 402 (a) (26)" read "child support obligations".

(d) The Secretary shall from time to time, submit to the Committee
on Finance of the Senate and the Committee on Ways and Means of
the House of Representatives, full and complete reports (the first of
which shall not be later than September 15, 1975) regarding any re-
quests which he has received for waivers under subsection (a) and
any waivers granted by him under such subsection, and such reports
shall include copies of all such requests for such waivers and any sup-

* porting documents submitted with or in connection with any such
requests.
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SUIORT ABGNONXENTS BY RECIPEuNTS DURING TRANSMONAL FZllOW

Se.. 203. (a) In the case of any State the law of which on August 1,
1975, meets the requirements of section 402(a) (26) (A) of the Social
Security Act, the requirements of such section shall be effective, with
respect to individuals who are recipients on August 1, 1975, at such
time as may be determined by the State agency, but not later than the
time of the first redetermination of eligibility required after August 1,
1975, and in any event not later than February 1,1976.

(b) In the case of any State described in subsection (a), the pro-
visions of section 454 (4) and (5) of the Social Security Act shall,
during the period beginning August 1, 1975, and ending December 31,
1975, be applied, with respect to all recipients of aid under the State
plan of such State (approved under part A of title IV of such Act)
who have not made an assignment pursuant to section 402 (a) (26) (A)
of such Act, in the case of such State in like manner as if the phrase
"with respect to whom an assignment under section 402(a) (26) of
this title is effective" did not appear therein, and the provisions of sec-
tLon 458 of such Act shall, during such period, be applied in the case of
such State in like manner as if the phrase "support rights assigned
tinder section 402 (a) (26)" read "child support obligations".

PAYMZETh TO STATES FOR CERTAIN EXPENSES INCURRED DURING JULY 1075

Sec. 206. Notwithstanding any other provision of law, amounts ex-
pended in good fa".h by any State (or by any of its political sub-
divisions) during July 1975 in employing and compensating staff per-
sonnel, leasing office space, purchasing equipment, or carrying out
other organizational or administrative activities, in preparation for or
implementation of the child support program under part D of title IV
of the Social Security Act, shall be considered for purposes of section
455 of such Act (as amended by this Act), to the extent that payment
for the activities involved would be made under such section (as so
amended) if section 101 of the Social Services Amendments of 1974
had become effective on July 1, 1975, to have been expended by the
State for the operation of the State plan or for the conduct of activities
specified in such section (as so amended).

PRIit TON OF CIILD'S BE8DT INTEREST

Sec.208. (a)* *

(d) (1) The Secretary of Health, Education, and Welfare shall sub-
mit to the Congress any proposed standards authorized to be pre-
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scribed by him under section 402(a) (26) (B) of the Social Security
* Act (as added by the Social Services Amendments of 1974 and as

amended by subsection (a) of this section). Such standards shall take
effect at the end of the period which ends 60 days after such proposed
standards are so submitted to such committees unless, within such
period, either House of the Congress, adopts a resolution of disap-
provaL

(2) For purposes of this subsection, the term "resolution" means
only-

(A) a concurrent resolution of the two Houses of the Congress,
the matter after the resolving clause of which is as follows: "That
the Congress does not approve the standards (as authorized under
section 402(a) (26) (B) of the Social Security Act) transmitted
to the Congress on 0", the blank space being filled
with the appropriate date; and

(B) a resolution of either House of the Congress, the matter
after the resolving clause of which is as follows: "That the

does not approve the standards (as authorized under
section 402(a) (26) (B) of the Social Security Act) transmitted
to the Congress on .", with the first blank space
being filled with the name of the resolving House, and the second
blank space being filled with the appropriate date.

(3) The provisions of subsection (b), (c), (d), (e), and (f) of sec-
tion 152 of the Trade Act of 1974 shall be applicable to resolutions
under this subsection, except that the "20 hours" referred to in sub-
sections (d) (2) and (e) (2) of such section shall be deemed to read
"4 hours".

Excerpt From Public Law 94-114
* * * * * * *

SEc. 6. All property conveyed to tribes pursuant to this Act and all
the receipts therefrom referred to in section 5 of this Act, shall be
exempt from Federal, State, and local taxation so long as such prop-
erty is held in trust by the United States. Any distribution of such
receipts to tribal members shall neither be considered as income or
resources of such members for purposes of any such taxation nor as
income, resources, or otherwise utilized as the basis for denying or
reducing the financial assistance or other benefits to which such mem-
ber or his household would otherwise be entitled to under the Social
Security Act or any other Federal or federally assisted program.
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Excerpts From Public Law 94-120

Sec. 3. Section 7 (a) of Public Law 93-T47 is amended by adding at
the end thereof the following new paragraph:

"(3) Notwithstanding paragraph (1) of this subsection or section
3(f), payments under title IV or section 202(&) (1) of the Social
Security Act with respect to expenditures made prior to February 1,
1976, in connection with the provision of child day care services in
day care ccnterm and group day care homes, in the case of children
between the ages of six weeks and six years, may be made without
regard to the requirements relating to staffing standards which are
imposed by or under section 2002(a) (9) (A) (ii) of such Act, so long
as the staffing standards actually being applied in the provision of
the services involved (A) comply with applicable State law (as in
effect at the time the services are provided), (B) are no lower than
the corresponding staffing standards which were imposed or required
by applicable State law on September 15, 1975, and (C) are no lower,
in the case of any day care center or group day care home, than the
corresponding standards actually being applied in such center or home
on September 15, 1975.".

* SSc. 4. (a) Section 2003 of the Social Security Act is amended by
adding at the end thereof the following new subsection:

"(f) The provisions of section 333 of the Comprehensive Alcohol
Abuse and Alcoholism Prevention, Treatment, and Rehabilitation
Act of 1970 shall be applicable to services provided by any State pur-
suant to this title with respect to individuals suffering from drug
addiction or alcoholism.'.

(b) (1) Section 2002(a) (7) of such Act is amended by adding at
the end thereof the following new sentence: "With regard to ending
the. dependency of individuals who are alcoholics or drug addicts, the
entire rehabilitative process for such individuals, including but not
limited to initial detoxification, short term residential treatment, and
subsequent outpatient counseling and rehabilitative services, whether
or not such a process involves more than one provider of services, shall
be the basis for determining whether standards imposed by or under
subparagraph (A) or (E) of this paragraph have been met.".

(2) Section 2002 (a) (11) of such Act is amended by-
(A) striking out "and" at the end of clause (B) thereof,
(B) striking out the period at the end of clause (C) thereof

and inserting in lieu of such period "; and", and
(C) adding after clause (C) thereof the following new clause:. "(D) any expenditure for the initial detoxification of an alco-

holic or drug dependent individual, for a period not to exceed
7 days, if such detoxification is integral to the further provision
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of services for which such individual would otherwise be eligible
under this title.".

(3) Section 20W2(a) (7) (A) of such Act is amended by inserting
" (except as provided in paragraph (11) (D))" immediately after
"other remedial care".

(4) Section 20W2(a) (7) (E) of such Act is amended by inserting
• and paragraph (11) (D)" immediately after "paragraph (11) (C)".

(c) Tha amendments made by this section shall be effective from
and after October 1,1975.1

Excerpt From Public Law 94-164, As Amended

Sec. 2. (a) " *
* S * *

(d) or Rzr v..--Any refund of Federal income taxes
made to any individual by reason of section 43 of the Internal Rev-
enue Code of 1954 (relating to earned income credit), and any pay-
ment made by an employer under section 3507 of such Code (relating
to advance payment of earned income credit) shall not be taken into
account in any year ending before 1980 as income or receipts for pur-
poses of determining the eligibility, for the month in which such re-
fund is made or any month thereafter of such individual or any other
individual for benefits or assistance, or the amount or extent of bene-
fits or assistance, under any Federal program or under any State or
local program financed in whole or in part with Federal funds, but
only if such individual (or the family unit of which he is a member)

I Par. (W) was amended by see. 5 of P.L. 96-178.
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is a recipient of benefits or assistance under such a program for the
month before the month in which such refund is made.'

Excerpts From Public Law 94-182

EII•NG CHARGE LXVzL FOR FISCAL YEAR 1976

Sec. 101. (a) Section 1842(b) (3) of the Social Security Act is
amended by fading at the end thereof the following new sentence:
"Notwithstanding the provisions of the third and fourth sentences
preceding this sentence, the prevailing charge level in the case of a
physician service in a particular locality determined pursuant to such
third and fourth sentences for the fiscal year beginning July 1, 1975,
shall, if lower than the prevailing charge level for the fiscal year end-
ing June 30, 1975, in the case of a similar physician service in the same
locality by reason of the application of economic index data, be raised
to such prevailing charge level for the fiscal year ending June 30,
1975.".

(b) The amendment made by subsection (a) shall be applicable
with respect to claims filed under part B of title XVIII of the Social
Security Act with a carrier designated pursuant to section 1842 of
such Act and processed by such carrier after the appropriate changes
were made in the prevailing charge levels for the fiscal year beginning
July 1, 1975, on the basis of economic index data under the third and
fourth sentences of section 1942(b) (3) of such Act; except that (1)
if less than the correct amount was paid (after the application of
subsection (a) of this section) on any claim processed prior to the
enactment of this section, the correct amount shall be paid by such
carrier at such time (not exceeding 6 months after the date of the
enactment of this section) as is administratively feasible, and (2) no
such payment shall be made on any claim where the difference between
the amount paid and the correct amount due is less than $1.

* 0 0 000

UPDATING OF THE LIFE SAFETY REQUIREMENTS APPLICABLZ TO

NURSING HOMES

Sec. 106. (a) Seeltion 1861(j) (13) of the Social Security Act ir
amended by striking out "(2ist edition, 1967)" and inserting in lier
thereof "(23d edition, 1973)".

'Subsection (d) was amended by section 402 of Public Law 94-455 and by section 105(f)
of Public Law 95-W00.
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(b) Subject to subsection (c), the amendment made by subsection
* (a) shall be effective on the first day of the sixth month which begins

after the date of enactment of this Act.'
(c) Any institution (or part of an institution) which complied with

the requirements of section 1861 (j) (13) of the Social Security Act
on the day preceding the first day referred to in subsection (b) shall,
so long as such compliance is maintained (either by meeting the ap-
plicable provisions of the Life Safety Code (21st edition, 19067), with
or without waivers of specific provisions, or by meeting the applicable
provisions of a fire and safety code imposed by State law as provided
for in such section 1861 (j) (13)), be considered (for purposes of titles
XVIII and XIX of such Act) to be in compliance with the require-
ments of such section 1861(j) (13), as it is amended by subsection (a)
of this section.

GIANTS FOR CERTAIN EXPERIMENTS AND DEMONSTRATION PROJECTS

See. 107. Nothing contained in section 222 (a) of Public Law 92-603
shall be construed to preclude or prohibit the Secretary of Health,
Education, and Welfare from including in any grant otherwise
authorized to be made under such section moneys which are to be used
for payments, to a participant in a demonstration or experiment with
respect to which the grant is made, for or on account of costs incurred
or services performed by such participant for a period prior to the
date that the project of such participant is placed in operation, if--

(1) the applicant for such grant is a State or an agency thereof,
(2) such participant is an individual practice association whic!,

has been in existence for at least 3 years prior to the date of enact-
mient of this section and which has in effect a contract with such
State (or an agency thereof), entered into prior to the date on
which the grant is approved by the Secretary, under which such
association will, for a period which begins before and ends after
the date such grant is so approved, provide health care services
for individuals entitled to care and services under the State plan
of such State which is approved under title XIX of the Social
Security Act,

(3) the purpose of the inclusion of the project of such associa-
tion is to test the utility of a particular rate-setting methodology,
designed to be employed in prepaid health plans, in an individual
practice association operation, and

(4) the applicant for such grant affirms that the use of moneys
from such grant to make such payments to such individual prac-

'Date of enactment was Dec. 31. 1975.
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tice association is necessary or useful in assuring that such asso-
ciation will be able to continue in operation and carry out the
project described in clause (3).

PROFESSIONAL STANDARDS REVIEW ORGANIZATION STARTUP DEADLINE
Sem. 108. (a) Subsections (c) (1) and (f) (1) of section 1152 of the

Social Security Act are each amended by striking out "January 1,
1976" and inserting in lieu thereof "January 1, 1978".

(b) The amendments made by subsection (a) shall not apply in any
area designated in accordance with section 1152(a) (1) of the Social
Security Act where-

(1) the membership association or organization representing
the largest number of doctors of medicine in such area, or in the
State in which such area is located if different, has adopted by
resolution or other official procedure a formal policy position of
opposition to or noncooperation with the established program of
professional standards review; or

(2) the organization proposed to be designated by the Secre-
tary under section 1152 of such Act has been negatively voted
upon in accordance with the provisions of subsection (f) (2)
thereof.

STiEDY REGARDING COVERAGE UNDER PART B OF MEDICARE FOR CERTAIN

SERVICES PROVIDED BY OPTOMETRISTS

Sec. 109. The Secretary of Health, Education, and Welfare shall
conduct a study of, and submit to the Congress not later than 4 months
after the date of enactment of this section a report containing his find-
ings and reconunendations with respect to, the appropriateness of
reimbursement under the insurance program established by part B of
title XVIII of the Social Security Act for services performed by
doctors of optometry but not presently recognized for purposes of
reimbursement with respect to the provision of prosthetic lenses for
patients with aphakia.1

TITLE 11-PROVISIONS RELATING TO FOOD STAMPS
PROVIDED TO AFDC FAMILIES

FOOD STAMP DISTRIBUTION TO AFDC FAMILIES

Sec. 201. Notwithstanding any other provision of law, the final date
for compliance with regulations in implementation of section 10(e) (7)

SDate ot enaetmemt was Dee. 31. 1975.
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of the Food Stamp Act ,f 1964, as amended, may be extended until
October 1, 1976.1

Excerpts From Public Law 94-202

Sec. 3. The persons appointed under section 1631(d) (2) of the
Social Security Act (as in effect prior to the enactment of this Act)
to serve as hearing examiners in hearings under section 1631(c) of
such Act may conduct hearings under titles II, XVI and XVIII of
the Social Security Act if the Secretary of Health, Education, and
Welfare finds it will promote the achievement of the objectives of such
titles, notwithstanding the fact that their appointments were made
without meeting the requirements for hearing examiners appointed
under section 3105 of title 5, United States Code; but their appoint-
ments shall terminate not later than at the close of the period ending
December 31, 1978, and during that period they shall be deemed to be
hearing examiners appointed under such section 3105 and subject as
such to subchapter II of chapter 5 of title 5, United States Code, to the
second sentence of such section 3105, and to all of the other provisions
of such title 5 which apply to hearing examiners appointed under
such section 3105.2

Sec. 6. (a) Notwithstanding the provisions of subsection (d) (5) (A)
of section 218 of the Social Security Act and the references thereto in
subsections (d) (1) and (d) (3) of such section 218, the agreement with
the State of WVest Virginia heretofore entered into pursuant to such
section 218 may, at any time prior to 1977, be modified pursuant to
subsection (c) (4) of such section 218 so as to apply to services per-
formed in policemen's or firemen's positions covered by a retirement
system on 1"he date of the enactment of this Act by individuals as
employees of any class III or class IV municipal corporation (as
defined in or under the laws of the State) if the State of West Virginia

I The provision of the Food Stamp Act referred to by this section reads as follows:
"(e) The State agency of each State desiring to participate in the food stamp program

shall submit for approval a plan of ooeration specifying the manner In which such program
will be conducted within the State. the rolitical subdivisions within the State in which the
State desires to conduct the program, and the effective dates of participation by each such
Political subdivision. In addition, such plan of operation shall provide, among such other
provisions as may by regulations be required, the following: (1) 0 0 0 (T) notwithstanding
any other provision of law, the Institution of procedures under which any household par-
ticlipating in the program shall be entitled, if It so elects. to have the charges, if any. for
its coupon allotment deducted from any grant or payment such household may be entitled
to receive under title IV of the Social Security Act and have Its coupon allotment distrib-
uted to It with such grant or payment: and (8) * * *"

I Section 1631(d) (2) of the Social Security Act as In effect prior to repeal by this Act
read :

"(2) Tn the extent the Secretary finds It will promote the achievement of the obJectives
of this title. qualified persons may be appointed to serve as hearing examiners In hearings
under subsection (c) without meeting the specific standards prescribed for hearing ex-
aminer, by or under subchapter II of chapter 5 of title 3. United States Code."

See also sec. 371 of P.L 95-216 which is printed in this document on p. 815-816.
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has at any time prior to the date of the enactment of this Act paid to
the Secretary of the Treasury, with respect to any of the services per-
formed in such positions by individuals as employees of such municipal
corporation, the sums prescribed pursuant to subsection (e) (1) of such
section 218. For purposes of this subsection, a retirement system which
covers positions of policemen or firemen, or both, and other positions,
shall, if the State of West Virginia so desires, be deemed to be a sepa-
rate retirement system with respect to the positions of such policemen
or firemen, or both, as the case may be.

(b) Notwithstanding the provisions of subsection (f) of section 218
of the Social Security Act, any modification in the agreement with the
State of West Virginia under subsection (a) of this section, to the
extent it involves services performed by individuAls as employees of
any class III or class IV municipal corporation, may be made effective
with respect to-

(1) all services performed by such individual, in any police-
men's or firemen's position to which the modification relates, on
or after the date of the enactment of this Act; and

('2) all services performed by such individual in such a position
before such date of enactment with respect to which the State
of West Virginia has paid to the Secretary of the Treasury the
sums prescribed pursuant to subsection (e) (1) of such section 218
at the time or times established pursuant to such subsection
(e) (1), if and to the extent that-

(A) no refund of the sunms so paid has been obtained, or
(B) a refund of part or all of the sums so paid has been

obtained but the State of WVest Virginia repays to the Secre-
tary of the Treasury the amount of such refund within ninety
days after the date that the modification is agreed to by the
State and the Secretary of Health, Education, and Welfare.

Sec. 7. Notwithstanding any other provision of law, no regulation
and no modification of any regulation, promulgated by the Secretary
of Health, Education, and Welfare, after the date of enactment of
this Act, shall become effective prior to the end of the eighteen-month
period which begins with the first day of the first calendar month
which begins after the date on which such regulation or modification
of a regulation is published in the Federal Register, if and insofar as
such regulation or modification of a regulation pertains, directly or
indirectly, to the frequency or due dates for payments and reports
required under section 218(e) of the Social Security Act.'

Sec. 8. (a) This section may be cited as the "Combined Old-Age,
Survivors, and Disability Insurance-Income Tax Reporting Amend-
ments of 1975".

Sec. 503(c) of P.L 96-265 provide.:
"(ep The provisions of section 7 of Public JAw W4-202 shall uot be applicable to any

regulation which becomes effective on or after July 1. 198O. and which Is designed to car•y
out the purposes of subsection (a) of this section."
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(e) Any persons the Board of Trustees finds necessary to employ to
assist it in performing its functions under section 201(g) (4) of the
Social Security Act may be appointed without regard to the civil
service or classification laws, shall be compensated, while so employed
at rates fixed by the Board of Trustees, but not exceedirig $100 per day,
and, while away from their homes or regular places of business, they
may be allowed traveling expenses, including per diem in lieu of sub-
sistevace, as authorized by law for persons in the Government service
employed intermittently.

(f) The Secretary shall not make any estimates pursuant to section
20 1(g) (1) (A) (ii) of the Social Security Act before the Board of
Trustees prescribes the method of determining costs as provided in
section 201 (g) (4) of such Act. The determinations lprsuant to sec-
tion 201(g) (1) (B) of the Social Security Act with respect to the
carrying out of the f'inctions of the D)epartment of Health, Education.
and Welfare specirted in section 232 of s uch Act, which relate to the
administration of provisions of the Internal Revenue Code of 1954
(other than those referred to in clause (i) of the first sentence of sec-
tion 201(g) (1) (A) of the Social Security Act), during fiscal years
ending before the Board of Trustees prescribes the method of making
such determinations. shall be made after the Board of Trustees has
prescribed such method. The Secretary of Health, Education, and

*~ Welfare shall certify to the Managing Trustee the amounts that should
he transferred from the general fund in the Treasury to the Trust
Funds (as referred to in section 201 (g) (1) (A) of the Social Security
Act) to insure that the general fund in the Treasury bears its proper
share of the costs of carrying out such functions in such fiscal years.
The Managing Trustee is authorized and directed to transfer any
such amounts in accordance with any certification so made.

(k) Notwithstanding the provisions of section 218(i) of the Social
Security Act, nothing contained in the amendments made by the pre-
ceding provisions of this section shall be construed to authorize or
require the Secretary, in promulgating regulations or amendments
thereto under such section 218(i), substantially to modify the pro-
cedures, as in effect on December 1, 1975, for the reporting by States to
the Secretary of the wages of individuals covered by social security
p)ursuant to Federal-State agreements entered into pursuant to sec-
tion 218 of the Social Security Act.

0
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Excerpts From Public Law 94-274, as Amended

Section 1. This Act may be cited as the "Fiscal Year Transition
Act".

TITLE I

Sec. 101. (a) For the purposes of sections 222(d) (1), 421, 506(d),
516, 705, 901 (e)(2) and (f), 902, 905(b) (2), 1108, 1115, and 2002
(a) (2) of the Social Security Act, the term "fiscal year" includes the
period of July 1, 1976, through September 30, 1976, and the exercise
of authority pursuant to these provisions for that period shall be sub-
ject to the conditions stated in the following paragraphs:

(1) notwithstanding the provisions of section 222(d) (1) (42
U.S.C. 422(d) (1)), the amount authorized to be transferred from
the trust funds pursuant to that section in the period beginning
July 1, 1976, and ending September 30, 1976, may not exceed 1.5
per centum of the total of the benefits certified for payment in the
first quarter of the fiscal year beginning July 1, 1975, and the
amount authorized to be transferred from the Trust Funds in
the fiscal year beginning October 1, 1976, may not exceed 1.5
per centum of the total of the benefits certified for payment in
the preceding twelve months;

(2) the fixed dollar allotment to each State under section 421
(42 U.S.C. 621) shall be $17,500;

(3) the reduction required by section 506(d) (42 U.S.C. 706
(d)) shall be the amount by which the sum expended from non-
Federal sources for that period is less than one-fourth the sum
expended from such sources for the fiscal year ending June 30,
1968;

(4) the amount allotted to each Statr under section 516 (42
U.S.C. 716) shall be the excess of one-fourth the amount of the
allotment for the State under sections 503 and 504 of the Social
Security Act (42 U.S.C. 703 and 704), for the fiscal year ending
June 30, 1973, plus the amount of any grants to the State under
.sections 508, 509, and 510 of that Act (42 U.S.C. 708, 709, and
710), over the amount of the allotment of the State under sec-
tions 503 and 504 of that Act for the period;

(5) the limitation imposed by section 705(b) (42 U.S.C. 906
(b)) on the amount that may be available for carrying out sec-
tion 705(f) shall be $500,000 for that period;

(6) the percentage referenced in the second sentence of section
901(e) (2) (42 U.S.C. 1101(e) (2)) shall be reduced to 10 per
centum for the purpose of advances to be made in that period;

(7) notwithstanding the provisions of section 901(f) (3) (A)
(42 U.S.C. 1101 (f) (3) (A)), for the fiscal year beginning Octo-
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ber 1, 1976, the excess in the employment administration account
shall be retained until the amount in such account is equal to 160
per centum of the amount of the total appropriation by the Con-
gress out of the account for the period July 1, 1976, through Sep-
tember 30, 1976, and $37,500,000 or three thirty-seconds of the
amount in the employment security administration account,
whichever is the lesser, is authorized to be made available for that
period under the conditions provided therein;

(8) the determinative calendar year for the purpose of a
transfer to the unemployment account pursuant to section 902(a)
(42 U.S.C. 1102(a)), at the beginning of the fiscal year beginning
October 1, 1976, shall be calendar year 1975;

(9) the determinative calendar year for the purposes of a trans-
fer to the extended unemployment compensation account pur-
suant to section 905(b) (2) (B) (42 U.S.C. 1105(b) (2) (B)), at
the beginning of the fiscal year beginning October 1, 1976, shall
be calendar year 1975;

(10) the limitations imposed by section 1108 (42 U.S.C. 1308)
on amounts certified by the Secretary shall be one-fourth of the
limitations imposed by that section with respect to the fiscal year
ending June 30,1976;

(11) the dollar limitation imposed by section 1115 (42 U.S.C.
1315) on the amount available for payments to the States for
the cost of projects under that section shall be $1,000,000 of the
aggregate amount appropriated for payments to the States for
the period; and

(12) notwithstanding the provisions of subparagraph (A) of
section 200"2(a) (2) (42 U.S.C. 1397a(a) (2)), the limitation
imposed by that subparagraph on payments with respect to
expenditures by a State for the period shall be one-fourth of the
limitation imposed on such payments with respect to expenditures
by the State for the fiscal year beginning July 1, 1975; and not-
withstanding the provisions of subparagraph (D) of section 2002
(a) (2), the maximum allotments under that subparagraph for the
period shall be $3,750,000 for Puerto Rico, $125,000 for Guam,
and $125,000 for the Virgin Islands, but nothing in this Act shall
apply to the second sentence of section 2002 (a) (2) (A).

(b) Notwithstanding the provision, of sections 503 and 504 of the
Social Security Act (42 ILT.S.C. 703 and 704). the fixed dollar allot-
ment to each State under each of these sections for the period of July
1, 1976. through September 30. 1976, shall be $17,500.

(c) 'Notwithstanding the provisions of section 1101 (a) (8) (B) of
the Social Security Act (42 U.S.C. 1301(a) (8)(B)), the Federal
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percentages promulgated under that subparagraph in 1974 shall be
conclusive for each of the nine quarters in the period beginning on
July 1,1975, and ending on September 30,1977.

(d) Notwithstanding the provisions of Eection 2006(c) of the Social
Security Act (42 U.S.C. 1397e(c.)), the report on the operation of the
program established by title XX of that Act during the fiscal year
ending June 30, 1976, shall include the operation of that program
during the period of July 1. 1976, through September 30, 1976, and
shall be submitted to the Congress prior to April 1. 1977.

Sec. 102. For the purposes of section 401 of the Social Security
Amendments of 1972 (42 U.S.C. 1382e note), the term "fiscal year"
includes the period of July 1, 1976, through September 30, 1976, and
the limitations imposed by section 401 (a) on the amount payable to
the Secretary by a State shall be one-fourth of the non-Federal share
of expenditures as aid or assistance for quarters in calendar year 1972,
as determined under that section.

TITLE 1I

Sec. 201. The period of July 1. 1976, through September 30, 1976,
shall be treated as a fiscal year for the purpose of the following provi-
sions of law:

(11) section 305(b) of the Social Security Amendments of 1972
(Public Law 92-603,42 U.S.C. 401 note) ;

(12) sections 201 (a), (b), and (g)(1), 302(a), 403(g), 424, 431,
50-2, 901 (b), (c), and (f), 903 (a) (1) and (b) (1), 1203, 1817(a), and
1841 (h) and (i) of the Social Security Act (42 U.S.C. 401 (a), (b),
and (g)(1), 502(a), 603 (g), 624, 631, 702, 1101 (b), (c), and (f),
1103 (a) (1) and (b) (1), 1323, 1395i(a), and 1395t (h) and (i));

(36) sections 103(e) and 111(d) of the Social Security Amend-
ments of 1965 (42 r.S.C. 426a(c) and 1395i-1) ; and

See. 204. The period of July 1, 1976. through September 30, 1976,
shall be treated as part of the fiscal year beginning July 1, 1975. for
the purposes of the following provisions of law:

(7) the following provisions of the Social Security Act:
section 201(c) (42 U.S.C. 401(c)) ;
sections 403 (c) and (f) (42 U.S.C. 603 (c) and (f) ),
section 423 (c) (42 U.S.C. 623 (c)) :
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section 1118 (42 U.S.C. 1318);
*section 1817(b) (42 U.S.C. 1395i(b));

section 1841(b) (42 U.S.C. 1395t(b)) ;

Excerpts From Public Law 94-331, As Amended

SEC. 2. EXCLUSION FROM INCOME UNDER THE SUPPLE-
MENTAL SECURITY INCOME PROGRAM.

(a) I,. GEN--.4L.-Section 1612(b) of the Social Security Act is
amended-

(1) by striking out the word "and" which appears at the end
of paragraph (9),

(2) by striking out the period at the end of paragraph (10)
and by inserting in lieu thereof "; and",

(3) by inserting the following new paragraph:
"(11) assistance received under the D)isaster Relief Act of 1974

or other assistance provided pjursuant to a Federal statute oil ac-
count of a catastrophe which is declared to be a major disaster by
the President.".

* (b) EFFECTIVE DATE.-The amendments made by this Act shall be
applicable only in the case of cata.-trol)hes which occur on or after
June 1, 1976.2

SEC. 4. AMENDMENT TO SUPPLEMENTAL SECURITY IN-
COME PROGRAM.

(a) I- GE•xL.•L.-Section 1612(a) (2) (A) of the Social Security
Act is amended-

(1) by striking out the word "and" which appears at the end
of clause (i) thereof and by inserting a comma in lieu of such
word, and

(2) by inserting immediately before the .-emicolon at the end
thereof the following: ", and (iii) support and1 maintenance shall
not be included and the provisions of clause (i) shall not be ap-
plicable in the case of any individual (and his eligible spouse,
if any) for the period which begins with the month in which such
individual (or such individual and his eligible spouse) began to
receive support and maintenance while living in a residential fa-
cility (including a private household) maintained by another
person and ends with the close of the month in which such indi-
vidual (or such individual and his eligible spouse) ceases to re-
ceive support and maintenance while living in such a residential

"Paragraph (7) was amended by sectloa 3(c) of Public Law "-468.
Subsection (b) was amended by see. 6 of P.L. 95-171.



facility (or, if earlier, with the close of the fifth month following
the month in which such period began), if, not more than 30 days
prior to the date on which such individual (or such individual
and his eligible spouse) began to receive support and maintenance
while living in such a residential facility, (I) such individual (or
such individual and his eligible spouse) were residing in a house-
hold maintained by such individual (or by such individual and
others) as his or their own home, (II) there occurred within the
area in which such household is located (and while such individ-
ual, or such individual and his spouse, were residing in the house-
hold referred to in subclause (I)) a catastrophe on account of
whieh the President declared a major disaster to exist therein for
purposes of the Disaster Relief Act of 1974, and (III) such in-
dividual declares that he (or he and his eligible spouse) ceased to
continue living in the household referred to in subclause (II)
because of such catastrophe".

(b) EFn-nvr. DAM.-The amendments made by this Act shall be
applicable only in the case of catastrophes which occur on or after
June 1. 1976.'

Excerpt From Public Law 94-368

Sec. 4. The amendments made by sections 2 and 3 of this Act shall
be effective with respect to periods beginning after June 30. 1976;
except that, for the twelve-month period beginning July 1. 1976, the
amendments made by section 3 shall be applicable with respect to
claims filed under part B of title XVIII of the Social Security Act
(after June 30, 1976, and before July 1, 1977) with a carrier desig-
nated pursuant to section 1842 of such Act and processed by such car-
rier after the appropriate changes were made pursuant to such section
3 in the prevailing charge levels for such twelve-month period under
the third and fourth sentences of section 1842(b) (3) of the Social
Security Act.

Excerpt from Public Law 94-375

Section 1. This Act may be cited as the "Housing Authorization
Act of 1976".
Sec. 2. (a) * *

(h) Notwithstanding any other provision of law, the value of any
assistance paid with respect to a dwelling unit under the United States
Housing Act of 1937, the National Housing Act, section 101 of the

I Subsecton (b) was amended by see. 7 of P.L 95-171.
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Housing and Urban Development Act of 196r, or title V of the
* Housing Act of 1949 may not be considered as income or a res,, -ce

for the purpose of determining the eligibility of, or the amoii.t of
the benefits payable to, any person living in such unit for assistance
under title XVI of the Social Security Act. This subsection shall
become effective on October 1, 1976.

Excerpts From Public Law 94-401, As Amended

Sec. 3. (a) For purposes of title XX of the Social Security Act,
the amount of the limitation (imposed by section 200-2(a) (2) of such
Act) which is applicable to any State for the fiscal period beginning
July 1, 1976, and ending September 30, 1976, or which is applicable
to any State for the fiscal year ending September 30. 1977. the fiscal
year ending September 30, 1978, and the fiscal year ending Septem-
ber :30. 1979. shall be deemed to be equal to whichever of the following
is the lesser:

(1) an amount equal to-
(A) 106.4 per centum of the amount of the limitation so

iniposed (as determined without regard to this section) in
the case of such fiscal period, or

(B) 108 per centum of the amount of the limitation so
imjiosed (as determined without regard to this section) in the
vase of such fiscal year ending September 30, 1977. and such
fiscal year ending September 30.1978. or

(C) 107.407 per centuin of the amount of the limitation so
imposed (as determined without regard to this section) in the
ca.e of stuch fiscal year ending September 30. 1979. or

(2) aii amount equal to (A) 100 per centuni of such limitation
for such fiscal period or any such fiscal year (as determin.?d
without regard to this section). plus (B) an amount equal to the
suum of (i) 75 per centum (in the case of such fiscal period) or 100
per centum (in the case of such fiscal year) of the total amount of
expenditures (I) which are made during such fiscal period or
year in connection with the provision of any child (lay care serv-
ice. and (II) with respect to which payment is authorized to be
made to the State under such title for such fiscal period or year,
and (ii) the aggregate of the amounts of the grants, made by the
State during such fiscal period or year, to which the provisions of
subtection (c) (1) are applicable.'

l.Sub~peton ta; wts- amenwded by m-c. hqa). ti). (2) and J3) of I'.L. 95-171 and by
-ection N40l(b) of t'.L. 95-64,O.
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(b) The additional Federal funds which become payable to any
State for the fiscal period or any fiscal year specified in subsection
(a) by reason of the provisions of such subsection shall, to the maxi-
mum extent that the State determines to be feasible, be employed in
such a way as to increase the employment of welfare recipients and
other low-income persons in jobs related to the provision of child day
care services.'

(c) (1) Subject to paragraph (2). sums granted by a State to a
qualified provider of child day care services (as defined in para-
graph (3) (A)) during the fiscal period or any fiscal year specified in
subsection (a), to assist such provider in meeting its work incentive
program expenses (as defined in paragraph (3) (B)) with respect
to individuals employed in jobs related to the provision of child day
care services in one or more child day care facilities of such provider.
shall be deemed, for purposes of title XX of the Social Security Act.
to constitute expenditures made by the State, in accordance with the
requirements and conditions imposed by such Act. for the provision
of services directed at one or more of the goals set forth in clauses (A)
through (E) of the first sentence of section 2002(a) (1) of such Act.
With respect to sums to which the preceding sentence is applicable
(after application of the provisions of paragraph (2)), the figure
"-75", as contained in the first sentence of section 2002 (a) (1) of such
Act, shall be deemed to read "100".

(2) The provisions of paragraph1 (1) shall not be applicable-
(A) to thie amount, if any. by which the aggregate of the sums

(as described in such paragraph) granted by any State during

the fiscal period or any fiscal year specified in subsection (a) ex-

ceeds the amount by which such State's limitation (as referred
to in sub.ectiion (a)) is increas-•d pursuant to such subsection for
such fiscal period or year. or

(B) with respect to any grant luade to a particular qualified
provider of child day care services to the extent that (as deter-
mined by the Secretary) suchi grant is or wiil be used-

(i) to pay wages to any employee at an annual rate in
excess of $6,000, in the case of a public or nonprofit private
provider, or

(ii) to pay wages to any employee at an annual rate in
excess of $5,000, or to pay more than 80 per centum of the
wages of any employee. in the case of any other provider.

(3) For purl-,oss of this subsection-

'Subsec. (b) was amended by see. l(a)(4) of P.L. 95-171 and by -.ec. 8014b) of P.L.
95-600.
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(A) the term "qualified provider of child day care services",
* when used in reference to a recipient of a grant by a State, includes

a provider of such services only if, of the total number of children
receiving such services from such provider in the facility with
respect to which the grant is made, at least 20 per centupa thereof
have some or all of the costs for the child day care services so
furnished to them by such provider paid for under the State'E
services program conducted pursuant to title XX of the Social
Security Act; and

(B) the term "work incentive program expenses" means ex-
penses of a qualified provider of child day care services which
constitute work incentive program expenses as defined in section
50B (a) (1) of the Internal Revenue Code of 1954, or which would
constitute work incentive program expenses as so defined if the
provider were a taxpayer entitled to a credit (with respect to
the wages involved) under section 40 of such Code.'

(d) (1) In the administration of title XX of the Social Security
Act, the figure "75", as contained in the first sentence of section 2002
(a) (1) of such Act, shall, subject to paragraph (2), be deemed to read
"100" for purposes of applying such sentence to expenditures made
by a State for the provision of child day care services during the fiscal
year ending September 30, 1977, the fiscal year ending September

* 30,1978. or the fiscal year ending September 30,1979.
(2) The total amount of Federal payments which may be paid to

any State for any such fiscal year under title XX of the Social Se-
curity Act at the rate specified in paragraph (1) shall not exceed an
amount equal to the excess (if any) of-

(A) the amount by which such State's limitation (as referred
to in subsection (a)) is increased pursuant to such subsection for
such year, over

(B) the aggregate of the amounts of the grants, made by the
State during such year, to which the provisions of subsection
(c) (1) are applicable.2
* * * * * *

Excerpts From Public Law 94-437
S * * a * * a

Section 1. This Act may be cited as the "Indian Health Care Im-
provement Act".

* * * * * a a

Subsec. (c) was amended by sec. 1(a) (4) of P.L. 95-171, by sec. 801(b) of P.L. 96-600.
and by sec. 3 of P.L. 96-178.a Subsec. (M) was amended by see. 1(a) (5) and (6) of P.L. 95-171 and by sec. 801(b)
of P... 95-600.
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TITLE IV--ACCESS TO HEALTH SERVICES

ELIGIBILITY OF INDIAN IIEALTHl SERVICE FACILITIES

UNDER MEDICARE PROGRAM

Sec. 401: (a) * * *,
(c) Any payments received for services provided to beneficiaries

hereunder shall not be considered in determining appropriations for
health care and services to Indians.

(d) Nothing herein authorizes the Secretary to provide services to
anl Indian beneficiary with coverage under title XVIII of the Social
Security Act, as amended, in preference to an Indian beneficiary
without such coverage.

SERVICES PROVIDED TO MFI)ICAID ELIGIBLE INDIANS

Sec. 402. (a) * * *2

(b) The Secretary is authorized to enter into agreements with the
appropriate State agency for the pirpo:e of reimbursing such agency
for health care and services provided in Service facilities to Indians
who are eligible for medical assistance unIder title XIX of the Social
Security Act, as amended.

(c) Notwithstanding any other provision of law, payments to which
any facility of the Indian Health Service (including a hospital, inter-
mediate care facility, or skilled nursing facility) is entitled under a
State plan approved under title XIX of the Social Security Act by
reason of section 1911 of such Act shall be placed in a special fund to
be held by the Secretary and used by him (to such extent or in such
amounts as are provided in appropriation Acts) exclusively for the
purpose of making any improvements in the facilities of such Service
which may be necessary to achieve compliance with the applicable
conditions and requirements of such title. The preceding sentence shall
cease to apply when the Secretary determines and certifies that sub-
stantially all of the health facilities of such Service in the United
States are in compliance with such conditions and requirements.

(d) Any payments received for services provided recipients here-
under shall not be considered in determining appropriations for the
provision of health care and services to Indians.

REPORT

Sec. 403. The Secretary shall include in his annual report required
by section 701 an accounting on the amount and use of funds made
available to the service pursuant to this title as a result of reimburse-

'Subsection (a) added section 1880 to the Social Security Act.
2 Subsection (a) added section 1911 to the Social Security Act.
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ments through titles XVIII and XIX of the Social Security Act, as
amended.

Excerpts From Public Law 94-455, as amended

Sec. 101. Short Title.
This Act may be cited as the "Tax Reform Act of 1976".

Sec. 1207. * * *

(f) Effective Dates.-

(4) SumsEcTio.v (e)'.-
(A) The amendments made by paragraphs (1) (A) and (2) (A)

of subsection (e) shall apply to services performed after Decein-
ber 31, 1971. The amendments made by paragraphs (1) (B),
(1) (C), and (2) (B) of such subsection shall apply to taxable
years ending after December 31, 1954. The amendments ziade by
paragraph (3) of such subsection shall apply to calendar years
beginning after the date of the enactment of this Act.

(B) Notwithstanding subparagraph (A), if the owner or
operator of any boat treated a share of the boat's catch of fish
or other aquatic animal life (or a share of the proceeds there-
from) received by an individual after December 31, 195A. and
before the date of the enactment of this Act for services per-
formed by such individual after December 31, 1954, on such boat
as being subject to the tax under chapter 21 of the Internal Reve-
nue Code of 1954, then the amendments made by paragraphs
(1) (A) and (B) and (2) of subsection (e) shall not apply with
respect to such services performed by such individual (and the
share of the catch, or proceeds therefrom, received by him for such
services).2

SEC. 2111. EMPLOYER'S DUTIES IN CONNECTION WITH
THE RECORDING AND REPORTING OF TIPS.

(a) SUSPENSION or Rt-LINGs.-Until January 1, 1979, the law with
respect to the duty of an employer under section 6041 (a) of the Inter-
nal Revenue Code of 1954 to report charge account tips of employees

'Subsection (e) of section 1207 amended sections 3121(b) 1402(M)(2) 3401(a), SOSGA.
and 6652(b) of the Internal Revenue Code and sections 10(a) and 211(c)(2) of the
Social Security Act.

s Paragraph (4) was amended by section 701 (z) of Public Law 93-W00.
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to the Internal Revenue Service (other than charge account tips in-
* cluded in statements furnished to the employer under section 6053(a)

of such Code) shall be administered-
(1) without regard to Revenue Rulings 75-400 and 70-231, and
(2) in accordance with the manner in which such law was

administered before the issuance of such rulings.
(b) EFFECTIVE 1)ATE.-This section shall take effect on Jatuary 1,

1976.

Excerpt From Public Law 94-533, As Amended

Sec. 2. Notwithstanding any other provision of law, no refund or
credit of any tax paid under section 3101 or 3111 of the Internal
Revenue Code of 1954 by an organization described in section 501(c)
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(3) of such Code which is exempt from income tax under section
501 (a) of such Code shall be made on or after September 9, 1976, by
reason of such organization's failure to file a waiver certificate under
section 3121(k) (1) of such Code (or the corresponding provision of
prior law), if such organization is deemed to have filed such a certifi-
cate under section 3121(k) (4) of such Code (as added by the first
section of this Act).

Sec. 3. In any case where-
(1) an individual performed service, as an employee of an

organization which is deemtd under section 3121(k) (5) of the
Int rnal Revenue Code of 1954 to have filed a waiver certificate
undr section 3121(k) (1) of such Code, at any time prior to the
period for which such certificate is effective;

(2) the taxes imposed by sections 3101 and 3111 of such Code
wer3 paid with respect to remuneration paid for such service, but
such service (or any part thereof) does not constitute employment
(as defined in section 210(a) of the Social Security Act and sec-
tion 3121(b) of such Code) because the applicable taxes so paid
were refunded or credited (otherwise than through a refund or
credit which would have been allowed if a valid waiver certificate
filed under section 3121(k) (1) of such Code had been in effect)
prior to September 9,1976; and

(3) any portion of such service (with respect to which taxes
were paid and refunded or credited as described in paragraph
(2)) would constitute employment (as so defined) if the orga-
nization had actually filed under section 3121(k) (1) of such Code
a valid waiver certificate effective as provided in section 3121 (k)
(5) (B) thereof (with such individual's signature appearing on
the accompanying list),

the remuneration paid for the portion of such service described in
paragraph (3) shall. upon the request of such individual (filed on or
before April 15. 1980. in such manner and form, and witli such official.
as may be prescribed by regulations made under title II of the Social
Security Act) accompanied by full repayment of the taxes which
were paid tinder section 3101 of such Code with respect to such remun-
eration and so refunded or credited (or by satisfactory evidence that
appropriate arrangements have been made for the repayment of
such taxes in installments as provided in section 3121 (k) (8) of such
Code). be deemed to constitute remuneration for employment as so
defined. In any case where remuneration paid by an organization to an
individual is deemed under the preceding sentence to constitute re-
muneration for employment, such organization shall be liable (not-
withstanding any other provision of such Code) for repayment of
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any taxes which it paid under section 3111 of such Code with respect
to such remuneration and which were refunded or credited to it."

Excerpts From Public Law 94-566

Section 1. Short title.
This Act may be cited as the "Unemployment Compensation

Amendments of 1976".

I 0 • I s • C

SEC. 116. EXTENSION OF FEDERAL UNEMPLOYMENT
COMPENSATION LAW TO THE VIRGIN
ISLANDS.

(f) EFFECTIVz DATES.-
(1) SUBSECTIONS (a), (c), A.ND (d).-The amendments made by

subsections (a), (c), and (d) shall take effect on the later of
October 1, 1976, or the (lay after the day on which the Secretary
of Labor approves under section 3304(a) of the Internal Reve-
nue Code of 1954 an unemployment compensation law submitted
to him by the Virgin Islands for approval.2

(2) SUI•ECrloX (b).-The amendments made by subsection
(b) shall apply with respect to remuneration paid after Decen-
ber 31 of the year in which the Secretary of Labor approves for
the first time an unemployment compensation law submitted to
him by the Virgin Islands for approval, for services performed
after such December 31.3

(3) SUBSECTION (e).-The amendments made by subsection (e)
shall apply with respect to benefit years beginning on or after
the later of October 1, 1976, or the first day of the first week for
which compensation becomes payable under an unemployment
compensation law of the Virgin Islands which is approved by the
Secretary of Labor under section 3304(a) of the Internal Revenue
Code of 1954.4

(g) TRAxsFER OF FuNis.m-The Secretary of Labor shall not approve
an unemployment compensation law of the Virgin Islands under sec-
tion 3304(a) of the Internal Revenue Code of 1IV4 until the Governor
of the Virgin Islands has approved the transfer to the Federal Unem-
ploymnent Trust Fund established by section 904 of the Social Security

I See. 3 was amended by see. 312(e) of P.L 95-216.2•Subsections 'a). (c). and (d) amended section I1Ol(aitl) of tho Social Security Act.section 5(b) of the Act of June 6. 1933. sections 202(a) (1) and 205t8) of the Federal-State Extended Unemployment Compehsation Act of 1970. and section 102(b) (1) (C) ofthe Emergency Unemployment Compensatlon Act of 1974.
a Sm'bbectlon (b) amended atections 33=Otc) and 3306'J) of the Internal Iereenue Code

of 1954.
'4Subsection (e) amended sections 850106), 8521(3). and 8522 of title 5 of the UnitedStates Codc
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Act of an amount equal to the dollar balance credited to the unen-
)hoyment subfund of the Virgin Islands established under section 310

of title 24 of the Virgin Islands Code.

PART I1-TRANSITIONAL PROVISIONS

SEC. 121. FEDERAL REIMBURSEMENT FOR BENEFITS
PAID TO NEWLY COVERED WORKERS DUR-
ING TRANSITION PERIOD.

(a) GExErtPi. RuiE.-If any State. the unemployment compensa-
tion law of which is approved by the Secretary under actionn 3304(a)
of the Internal Revenue ('ode of 1954. provides for the payment of
comlpensation for any week of unemployment beginning on or after
•January 1, 1978. on the basis of previously uncovered services, the
Secretary shall pay to the unemployment fund of such State an
amount equal to the Federal reimbursenient for any colnpeisation
paid for a week of uneinployinent beginning on or after January 1,
1978. to any individual who:e base lapriod wages include wages for
previously uncovered -erv ices.

(b) PREVIOUSLY VNC(T.E-D':E St-xvwus.-For purposes of this sec-
tion, the term "previously uncovered services" means, with respect
to any State, services--

(1) which were not covered by the State uneinployinent con-
pensation law, at any time, during the 1-year period ending
December 31, 19T75; and

(2) which-
(A) are agricultural labor (as defined in section 3306(k)

of the Internal Revenue ('ode of 1954) or domestic services
referred to in section 3306(c) (2) of such Code (as in effect
on the day before the (late of the enactment of this Act)
and are treated as employment, (as defined in section 3306
(c) of such Code) by reason of the amendments made by
this Act, or

(B) are services to which section 3309(a) (1) of such
Code applies by reason of the amendments made by this
Act.

(c) FEDERAL R•EIMBUIRSE31ENT.-
(1) IN GE.NERAL.-For purposes of this section. the Federal

reimbursement for compensation paid to any individual for any
week of unemployment shall be an amount which bears the
same ratio to the amount of such compensation as the amount
of the individual's base period wages which are attributable to
previously uncovered services which are reimbursable bears to the
total amount of the individual's base period wages.
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(2) RIMNBURSABLE sERVICEs.-For purposes of determining the
amount of the Federal reimbursement for compensation paid
to any individual for any week of unemployment, previously
uncovered services shall be treated as being reimbursable-

(A) if such services were performed-
(i) before July 1, 1978, in the case of a week of

unemployment beginning before July 1, 1978; or
(ii) before January 1, 1978, in the case of a week of

unemployment beginning after July 1, 1978; and
(B) to the extent that assistance under title II of the

Emergency Jobs and 1-nemployinent Assistance Act of 1974
was not paid to such individual on the basis of such services.

(3) DExIAL OF PAYMENT.-NO payment may be made under
subsection (a) to any State in respect of any compensation for
which the State is entitled to any reimbursement under the pro-
visions of any Federal law other than this Act or the Federal-
State Extended 1-nemnployvisent Compensation Act of 1970.

(d) EXPERIENCE RATING OF ('EmRrI.%" EMvPLOYEIts.-Tlie mnmniploy-
ment compensation law of any State may, without being deemed to
violate the standards set forth in section 3303(a) of the Internal
Revenue Code of 1954, provide that the experience-rating account
of any employer shall not be charged for the compensation paid to any
individual whose base period wages includes wages for previously
uncovered services which are reimbursable under subsection (c) (2)
to the extent that such individual would not have been eligible to
receive such compensation had the State law not provided for the pay-
ment of compensation on the basis of such previously uncovered
services.

(e) ('E:RTAIN NONPJ .W)FITE.--.t~oViRis.-Thc unemployment collipen-
sation law of :aiy State imay provide that any organization which elects
to m1ake palmylents (in liei of coxntributions) into the State unemploy-
ment compensation fund as provided in section 3309 (a) (2) of the
Internal Revenue Code of 1954 shall not be liable to make such pay-
muents with respect to the compensation laid to any individual whose
base period wages inclu(les wages for previously uncovered services
wlich are reinibursalde under subsection (c) (-2) to ihe extent that
such individtual would not have been eligible to receive such compen-
sation had the State not provi(led for the payment of compensation on
the basis of such previously uncovered services.

(f) PlA•MENTs MADE MONTHLY.-Payments under subsection (a)
shall be inade monthly, prior to audit or settlement by the General
Accounting Office, on the basis of estimates by the Secretary of the
* amount payable to such State for such nionth, reduced or increased, as
the case may be, by any amount by which the Secretary finds that his
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estimates for any prior month were greater or less than the amounts
which should have been paid to such State. Such estimates may be
made on the basis of such statistical, sampling, or other methods as
may be agreed upon by the Secretary and the State.

(g) DEFIrrIoM.s.-For purposes of this section-
(1) STA T.r-The term "State" includes the District of Colum-

bia. the Commonwealth of PIuerto Rico. and the Virgin Islands.
(2) SEC'ETARY.-The termn "Secretar y" means the Secretary of

Labor.
(3) BENEFITr mrU.-The term -benefit year" means the benefit

year as defined in the applicable State unemployment compen-
sat ion law.

(4) BASE mEiuoD.-The term "base period" means the base period
as defined by the applicable State unemployment compensation
law for the benefit year.

(5) 1INE31PIAo'31ENT F1 ND.-1The term unemploymentt fund"
has the meaningg given to such termn by section 3306(f) of the
Internal Revenume ('ode of 1954.

(1) AUTHOR IIIZATION OIF .l1P1.o1'JIIATIONXs.-TlTere are authorized to
be appropriated from the general fund of the Treasury such sums as
may be necessary to carry out the purposes of this section.

TITLE IV-NATIONAL COMMISSION ON
UNEMPLOYMENT COMPENSATION

SEC. 411. NATIONAL COMMISSION ON UNEMPLOYMENT CO31PENSA-
TION.

(a) ESTABLISIIMENT Or Cox•lissiox.-There is established a
National Conunission on irnemployment Compensation (hereinafter
in this section referred to as the "Commission") which shall consist of
thirteen members who shall be appointed as follows:

(1) Three members appointed by the President pro tempore of
the Senate.

(2) Three members appointed by the Speaker of the House of
Representatives.

(3) Seven members appointed by the President.
In making appointments under the preceding sentence, the President
pro tempore of the Senate, the Speaker of the House of Represent-
atives, and the President shall consult with each other to insure that
there will be a balanced representation of interested parties on the
Commission. The Commission shall consist of at least one represent-
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ative of labor, industry, the Federal Government, State government,
* local government, and small business. The President shall designate

one of the members to serve as Chairman of the Commission. Seven
members shall constitute a quorum. Any vacancies in the Commission
shall not affect its powers, but shall be filled in the same manner in
which the original appointment was made.

(b) DUTIES OF THE Commisso•x.-Th e Commission shall study and
evaluate the present unemployment compensation programs in order
to a.-sess the long-range needs of the programs. to develop alterna-
tives, and to recommend changes in the programs. Such study and
evaluation shall include, without being limited to-

(1) examination of the adequacy, and economic and adminis-
trative impacts, of the changes made by this Act in coverage, ben-
efit provisions, and financing;

(2) identification of appropriate purposes, objectives, and
future directions for unemployment compensation programs;
including railroad unemployment in.-urance;

(3) examination of issues and alternatives concerning the rela-
tionship of unemployment compensation to the economy, with
special attention to long-range funding requirements and desir-
able methods of program financing;

(4) examination of eligibility requirements, disqualification
provisions, and factors to consider in determining appropriate
benefit amounts and duration;

(5) examination of (A) the problems of claimant fraud and
abuse in the unemployment compensation programs (B) the ade-
quacy of present statutory requirements and administrative pro-
cedures designed to protect the programs against such fraud and
abuse and (C) problems of claimants in obtaining prompt proc-
essing and payment of their claims for benefits and any appro-
priate measures to relieve such problems;

(6) examination of the relationship between unemployment
compensation programs and manpower training and employ-
ment programs;

(7) examination of the appropriate role of unemployment com-
pensation in income maintenance and its relationship to other
social insurance and income maintenance programs;

(8) conduct of such surveys, hearings, research, and other
activities as it deems necessary to enable it to formulate appro-
priate recommendations, and to obtain relevant information,
attitudes, opinions, and recommendations from individuals and
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organizations representing employers, employees, and the general
public;

(9) review of the present method of collecting and analyzing
present and prospective national and local employment and
unemployment, information and statistics;

(10) identification of any weaknesses in such method and any
problem which results from the operation of such method;

(11) formulation of any necessary or appropriate new tech-
niques for the collection and analysis of such information and
statistics; and

(12) examination of the feasibility and advisability of develop-
ing or not developing Fedenal mitimum benefit standards for
State unemployment insurance program.

(C) POWERS OF TUlE COMMISSION.-
(1) HF.4raxN-Gs.-The Commission, or, on the authorization of

the Commission, any subcommittee or members thereof, may, for
the purpose of carrying out the provisions of this section, hold
such hearing, take such testimony, receive such evidence, take such
oaths and sit and act at such times and places as the Commission
may deem appropriate and may administer oaths or affirmations
to witnesses appearing before the Commission or any subcom-
mittee or members thereof.

(2) STAFF.-Subject to such rules and regulations as may be
adopted by the Commission, the Chairman shall have the power
to-

(A) appoint and fix the compensation of an executive
director, and such additional personnel as he deems advisable,
without regard to the provisions of title 5, United States
Code, governing appointments in the competitive service, and
without regard to the provisions of chapter 51 and subchapter
III of chapter 53 of such title relating to classification and
General Schedule pay rates, except that the executive director
may not receive pay in excess of the maximum annual rate
of basic pay in effect for grade GS-18 of the General
Schedule under section 5332 of such title and any additional
personnel may not receive pay in excess of the maximum
annual rate of basic pay in effect for grade GS-15 of such
General Schedule, and

(B) obtain temporary and intermittent services of experts
and consultants in accordance with the provisions of section
3109 of title 5, United States Code.

(3) ComTRAcrs.-The Commission is authorized to negotiate
and enter into contracts with organizations, institutions, and
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individuals to carry out such studies, surveys, or research and
S prepare such reports as the Commission determines are neceszarv

in order to carry out its duties.
(d) CooPERATIox OF OTHER F MDERL AGENCIES.-

(1) I.Vron.MATIxO.-Each department, agency, and instrumen-
tality of the Federal Govrrnmnt is authorized and directed to
furnish to the Commission, upon request made býy the Chairman,
and to the extent permitted by law, such data, reports, and other
information as the Commission deenis necessary to carry out its

funct ions under this section.
(2) SERvIcEs.-The head of each department or agency of the

Federal Government is authorized to provide to the Conuiuission
such services as the Conmii:-sion requests on such basis, reim-
bursable and otherwise, as may be agreci between the depart-
ment or agency and the Chairman of the Commission. All such
requests shall be made by the C(hairman of the Commission.

(3) I)EPARTrMENT OF r..%nor..-Thle D)epartment. of labor shall
provide support for the Commission and shall perform such
other functions with respect to the Commission as may be required
by the provisions of the Federal Advisory Committee Act.

(e) PAY AmD TRAVEL ExPENsEs.-

(1) PAY.-
(A) IN GENERAL.-Menibers of the Commission who are

not full-time officers or employees of the United States shall
be paid compensation at a rate not to exceed the per diem
equivalent of the rate payable for GS-18 of the General
Schedule turder section 5332 of title 5, United States Code,
for each day (including traveltime) during which they are
engaged in the performance of services for the Commission.

(B) OFF'ICEhRS OR EMPLOYEES OF TIlE UNITED STATES.-

Except as provided in paragraph (2), members of the Com-
mission who are full-time officers or employees of the United
States shall receive no additional pay on account of their
service on the Commission.

(2) TRAVEL ExPE ~s.s.--While away from their homes or regu-
lar places of business in the performance of services for the
Commission, members of the Commission shall be allowed travel
expenses, including per diem in lieu of subsistence, in the same
manner as persons employed intermittently in the Government
service are allowed expenses under section 5703 of title 5 of
the United States Code.1

(f) INTERIM Rioj-rs.-The Commission shall, from time to time,
Stransmit to the President and the Congress such interim reports as

the Commission deems appropriate. -
1 Subbee. (e) was amended by see. 2 of P.L. 96-S4.
2 Subsee. (f) was amended Ity se. 303 of P.L. 95-19 and sec. 2 of P.L. 96-84.
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(g) FINAL Rrroir.-TThe Commission shall transmit to the Presi-
dent and the Congress not later than July 1, 1980, a final report •
containing a detailed statement of the findings and conclusions of tihe
Commission, together with such recommendations as it deems
advisable."

(h) TELRtv.NATIoN.--On the ninetieth day after the date of sub-
mission of its final report to the President, the Commission shall cease
to exist.

(i) AUTJIOrIZATION.% OF ArraOPIIATIoNs.-IThere are hereby author-
ized to be appropriated such sunis as may be necessary to carry out
the provisions of this section.

(j) EXEMPTIoN FiOm REQUII(MEEN'I FOR OFFICE OF MANAGEMENT
AND BuxxEr CIEARAxc&.-

(1) FMUAU.L nIPoWrs Acr.-The requirements of chapter 35 of
title 44, United States Code, shall not apply to the Commission.

(2) Rywomrs To co.NGnass.-Any reports submitted to the Con-
gress by the Conarission shall be submitted directly to the Coa-
gIess and shall not be subject to any requirements for clearance
of reports by the Office of Management and Budget.:`

'Sub-ec. (g) was auend.ed by bee. 303 of P.L. 975-19 and by see. 2 of P.L. 96-84.
'Subsee. (J) was added by see. 2 of P.L. 96-84.
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TITLE V-MISCELLANEOUS PROVISIONS
SEC. 501. REFERRAL OF BLIND AND DISABLED INDIVIDUALS UNDER

AGE 16, WHO ARE RECEIVING BENEFITS UNDER THE
SUPPLEMENTAL SECURITY INCOME PROGRAM, FOR AP-
PROPRIATE REHABILITATION SERVICES.

(a) * * *
(b) ]'t'BLIC.TIOx OF CRITFRTA.-The S'ecretary shall, within 120

days after the enactment of this slbsection, publish criteria to 1be
cnmployed to determine dis-ability (as defined in section 1614(a) (3) of
I he Social Security Act) in the case of pernsons who have not attained
tle age of 18.

SEC. 503. PRESERVATION OF MEDICAID ELIGIBILITY FOR INDIVID-
UALS WHO CEASE TO BE ELIGIBLE FOR SUPPLEMENTAL
SECURITY INCOME BENEFITS ON ACCOUNT OF COST-OF-
LIVING INCREASES IN SOCIAL SECURITY BENEFITS.

In addition to other requirements imposed by law as a condition
for the approval of any State plan under title XIX of the Social
Security Act, there is hereby imposed the requirement (and each such
State plan shall be deemed to require) that medical assistance under
such plan shall be provided to any individual, for any month after
June 1977 for which such individual is entitled to a monthly insur-
ance benefit. under title II of such Act but is not eligible for benefits
under title XVI of such Act, in like manner and subject to the same
terms and conditions as are applicable under such State plan in the
case of individuals who are eligible for and receiving benefits under
such title XVI for such month, if for such month such individual
would be (or could become) eligible for benefits under such title XVI
except for amounts of income received by such individual and his
spouse (if any) which are attributable to increases in the level of
monthly insurance benefits payable under title II of such Act which
have occurred pursuant to section 215(i) of such Act, in the case of
such individual, since the last month after April 1977 for which such
individual was both eligible for (and received) benefits under such
title XVI and was entitled to a monthly insurance benefit under such
title II, and, in the case of such individual's spouse (if any), since
the last such month for which such spouse was both eligible for (and
received) benefits under such title XVI and was entitled to a monthly
insurance benefit under such title II. Solely for purposes of this sec-
tion, payments of the type described in section 1616(a) of the Social
Security Act or of the type described in section 212 (a) of Public Law
93-66 shall be deemed to be benefits under title XVI of the Social
Security Act.
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SEC. 58. STATE EMPLOYMENT OFFICES TO SUPPLY DATA IN AID
OF ADMINISTRATION OF AFDC AND CHILD SUPPORT
PROGRAMS.

(a) Iv GE.x .AL.--Section 3(a) of the Act entitled "An Act to
provide for the establishment of a national employment system and
for cooperation with the States in the promotion of such system, and
for other purposes", approved June 6, 1933 (29 U.S.C. 49b(a)), is
amended by adding at the end thereof the following new sentence:
"It shall be the further duty of the bureau to assure that such employ-
ment offices in each State, upon request of a public agency administer-
ing or supervising the administration of a State plan approved under
part A of title IV of the Social Security Act or of a public agency
charged with any duty or responsibility under any program or activity
authorized or required under part D of title IV of such Act, shall
(and, notwithstanding any other provision of law, is hereby author-
ized to) furnish to such agency making the request, from any data
contained in the files of any such employment office, information with
respect to any individual specified in the request as to (A) whether
such individual is receiving, has received, or has made application for,
unemployment compensation, and the amount of any such compen-
sation being received by such individual, (B) the current (or most
recent) home address of such individual, and (C) whether such

* individual has refused an offer of employment and, if so, a description
of the employment so offered and terms, conditions, and rate of pay
therefor.".

(b) PROVISION FOR REIMBURSEMENT OF ExPrENsrs.-For purposes
nf section 403 of the Social Security Act, expenses incurred to reim-
bur'e State employment offices for furnishing information requested
of such offices pursuant to the third sentence of section 3(a) of the Act
entitled "An Act to provide for the establishment of a national employ-
ment system and for cooperation with the States in the promotion
of such system, and for other purposes", approved June 6, 1933 (29
U.S.C. 49b(a), by a State or local agency administering a State
plan approved under part A of title IV of the Social Security Act
shall be considered to constitute expenses incurred in the administra-
tion of such State plan; and for purposes of section 455 of the Social
Security Act, expenses incurred to reimburse State employment offices
for furnishing information so requested by a State or local agency
charged with the duty of carrying out a State plan for child support
approved under pait D of title IV of t1he Social Security Act shall be
considered to constitute expenses incurred ;.a the administration of
such State plan.
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Excerpts From Public Law 94-585
* * * * * * *

Sec. L (a) *
(b) Administrative costs incurred by a State plan for aid and serv-

ices to needy families with children, approved under Part A of title
IV of the Social Security Act, in conducting procedures (described
in section 410 of such Act, as added by subsection (a) of this section)
in connection with the food stamp program shall be paid from funds
appropriated to carry out the Food Stamp Act of 1964, as amended.

Sec. 2. (a) * * *

Excerpts From Public Law 95-19

SECTION 1. SHORT TITLE
This Act may be cited as the "'Emergency Unemployment Compen-

sation IF'xtension Act of 1977".

TITLE I-AMENDMENTS TO THE EMER-
GENCY UNEMPLOYMENT COMPENSA-
TION PROGRAM

SEC. 106. MODIFICATION OF AGREEMENTS.
The Secretary of Labor shall, at the earliest practicable date after

the (late of the enactment of this Act, propose to each State with
which he has in effect an agreement under section 102 of the Emer-
gency lnelj)loyment Compensation Act of 1974 a modification of
such agreement designed to provide for the payment of emergency
comipenlsationi under such Act in accordance with the amendments
made by this title. Notwithstanding any other provision of law, if any
State fails or refu-es, within the 3-week period beginning on the date
the Secretary of Labor proposes such a modification to such State, to
enter into such a modification of such agreement. the Secretary of
I,alabr shall terminate such agreement. effective with the end of the
last week which ends on or before the last day of such 3-week period.
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TIiLE II-REPAYMENT OF STATE LOANS
SEC 201. REPAYMENT OF STATE LOANS.

(a) GENMEL RuLr..-The last sentence of section 3302(c) (2) of the
Internal Revenue Code of 1954 (relating to reduction in credits against
unemployment tax) is amended by striking out "January 1,1978" each
place it appears and inserting in lieu thereof "January 1, 1980".

(b) STATE REQUJREME.%Ts.-The amendment made by subsection (a)
shall not apply in the case of any State unless the Secretary of Labor
finds that such State meets the requirements of section 110(b) of the
Emergency Compensation and Special Unemployment Assistance Ex-
tension Act of 1975.

Excerpts From Public Law 95-30

SECTION 1. SHORT TITLE; TABLE OF CONTENTS.
(a) SiioRr TiLE.-This Act may be cited as the -Tax Reduction

and Simplification Act of 1977".

TITLE IV-MISCELLANEOUS
PROVISIONS

SEC. 401. AUTHORIZATION OF ADDITIONAL APPROPRIATIONS FUR THE
WORK INCENTIVE PROGRAM.

(a) MNATCHLNG FcxDs DxiR iRDE.--The Secretary of Health,
Education, and Welfare and the Secretary of Labor are authorized to
carry out the work incentive program under title IV of the Social
Security Act from the sums appropriated pursuant to this Act with-
out regard to the requirements for non-Federal matching funds con-
tained in sections 40-2(a) (19) (C), 40-2(a) (19) (G), 403(a) (3) (A),
403(d), and 435 of the Social Security Act.

(b) AL-•uoRl.ATIO.x.-There are authorized to be appropriated to
carry out the work incentive program under title IV of the Social
Security Act, as modified by this Act (in addition to any sums other-
wise appropriated pursuant to title IV of such Act), $435,000,000 for
fiscal year 1978 and $435,000,000 for fiscal year 1979.
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SEC. 504. ANNUAL REPORT OF THE PRESIDENT.

(c) SLPPLEME.%-TAL REior.-The Secretary of Health, Education,
and Welfare shall submit to the Congress not later than June 30,1977,
a special supplemental report, with respect to activities undertaken
pursuant to part D of title IV of the Social Security Act during the
fiscal year ending June 30, 1976, and during the transitional period
Beginning July 1, 1976, and ending September 30, 1976. Such report
shall, with respect to such transitional period, contain all the data and
information specified in clauses (A) through (H) of section 452(a)
(10) of such Act (as amended by subsection (a) of this section), and
with respect to the fiscal year ending June 30, 1976, contain all such
data an1- information which was not included in the report made by
such. Secretary to the Congress on June 30, 1976, pursuant to section
452 (a) (10) of such Act, as in effect on such date.
SEC. 505. CERTAIN AFDC PAYMENTS.

For purposes of determining the amount payable to the State of
Georgia under section 403(a) of the Social Security Act on account
of expenditures made by such State as aid to families with dependent
children under its State plan approved tinder part A of title IV of
such Act during calendar quarters, beginning after June 30, 1975, and
prior to January 1, 1977, there shall be included as an offset against
such expenditures amounts which-

(1) were collected as child support by the State pursuant to
a plan approved under part D of such title IV, and

(2) were retained by the State pursuant to, and in accordance
with the provisions of, section 457(a) (2) or section 457(b) (1)
of such Act.

Excerpts From Public Law 95-59

DEFERRAL OF IMPLEMENTATION OF CERTAIN DECREASES
IN MEDICAID MATCWK,4G FUNDS

SEC. 6. Notwithstanding the provisions of subsection (g) of sec-
tion 1903 of the Social Security Act, the amount payable to any State
for the calendar quarters during the period commencing April 1,
1977, and erviding September 30,1977, on account of expenditures made
tinder a State plan approved under title XIX of such Act, shall not
be decreased by reason of the application of the provisions of such
subsection with respect to any period for which such State plan was
in operation prior to April 1,1977.
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Excerpts From Public Law 95-142, as amended

SHORT TITLE

SEcrzo. 1. This Act may be cited as the "Medicare-Medicaid Anti-
Fraud and Abuse Amendments".

* * * *

SEc. 4(a) * * *

(c) Section 204(a) of Public Law 94-.05 (42 U.S.C. 3524) (relat-
ing to annual reports of the Health, Education, and Welfare Inspector
General) is amended by adding at the end thereof the following sen-
tences: "Such report also shall include a detailed description of the
cases referred by the Department of Health, Education, and Welfare
to the Department of Justice during the period covered by the report,
an evaluation of the performance of the Department of Justice in the
investigation and prosecution of criminal violations relating to fraud
in the programs of health insurance and medical assistance provided
under titles XVIII and XIX of the Social Security Act, and any
recommendations with respect to improving the performance of such
activities by the Department of Justice. Promptly, after the Inspector
General submits such a report to Congress, the Attorney General shall
report to Congress concerning the details of the disposition of the

* cases referred to the Department of Justice and 4e,_cribed in the In-
spector General's report.".

SUSPENSION- OF PRACTITIONERS (ON VJTEl) OF MEDICARE- OR MEDICAID-

IELATED CRIMES

SEC. 7. (a) * * *

* * * * * *

(d) Section 332(c) of the Public Health Service Act (relating to
considerations in the designation of health manpower shortage areas)
is amended by inserting after paragraph (2) the following new
paragraph:

"(3) The extent to which individuals who are (A) residents
of the area, members of the population group, or patients in the
medical facility or other public facility under consideration for
designation, and (B) entitled to have payment made for medical
services under title XVIII or XIX of the Social Sceurity Act,
cannot obtain such services because of suspension of physicians
from the programs under such title.".

(e) (1) The amendment made by subsection| (d) shall apply with
respect to determinations and designations made gn and after the dateS of the enactment of this Act.

* * * * * *
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sruDY AND R•EEW OF MEDICARE CLAIMS PROCESSING

SEC. 12. The Comptroller General of the United States shall con-
duct a comprehensive study and review of the administrative structure
established for the processing of claims under title XVIII of the Social
Security Act, for the purpose of determining whether and to what
extent more efficient claims administration under such title could be
achieved-

(1) by reducing the number of participating intermediaries
and carriers;

(2) by making a single organization responsible for the proc-
essing of claims, under both part A and part B of such title, in a
particular geographic area;

(3) by providing for the performance of claims processing
functions on the basis of a prospective fixed price;

(4) by providing incentive payments for the most efficient
organizations; or

(5) by other modifications in such structure and related
procedures.

The Comptroller General shall submit to the Congress no later than
July 1, 1979, a complete report setting forth the results of such study
anti review, together with his findings and his recommendations with
respect thereto.

* * , * **

Suc. 14(a) * *

(b) The Secretary of Health, Education, and Welfare shall develop
the standards, criteria, and procedures described in subsection (f) of
section 1816 of the Social Security Act (as added by subsection (a) (5))
not later than October 1,1978.

(c) The amendment made by paragraphs (2) and (3) of subsection
(a) to the extent that they require application of standards, criteria,
and procedures developed under section 1816(f) of the Social Security
Act shall apply to the entering into, renewal, or termination of agree-
ments on and after October 1, 1978.

(d) Except as provided in subsection (c), the amendment made by
subsection (a) (2) shall apply to agreements entered into or renewed on
or after the date of enactment of this Act.

• * * * S S *

SEC.17(a) * * *
* * , * * * S

(d) Section 402 (a) (1) of the Social Security Amendments of 1967
(Public Law 90-248), as amended by section 222 of the Social Security
Amendments of 1972 (Public Law 92-603), is amended-

(1) by striking out "and" at the end of subparagraph (H);
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(2) by striking out the period at the end of subparagraph (I)
and inserting in lieu, thereof "; and"; and

(3) by adding after subparagraph (I) the following new
subparagraph:

"(J) to develop or demonstrate improved methods for the in-
vestigation and prosecution of fraud in the provision , ,, care or
services under the health programs established by the Social Se-
curity Act.".

(e) (1) The amendment made by subsection (a) shall apply with
respect to calendar quarters beginning after September 30,1977.

(2) The Secretary of Health, Education, and Welfare shall estab-
lish sdch regulations, not later than ninety days after the date of en-
actment of this Act, as are necessary to carry out the amendments made
by this section.

REPORT ON HOME HEALTH AN-D OTHER IN.-HOME SERVICES

SEc. 18. (a) Not later than one year after the date of enactment of
this Act, the Secretary of Health, Education, and Welfare shall sub-
mit to the appropriate committees of the Congress a report analyzing,
evaluating, and making recommendations with respect to, all aspects
(including the availability, administration, provision, reimbursement
procedures, and cost) of the delivery of home health and other in-home

*services authorized to be provided under titles XVIII, XIX, and XX
of the Social Security Act.

(b) Such report shall include an evaluation of the coordination of
such services provided under the different titles, and shall also include
recommendations for changes in regulations and legislation with re-
spect to-

(1) the scope and definition of such services provided under
such titles;

(2) the requirements for sn individual to be eligible to receive
such services under such titles;

(3) the standards for certification of providers of such services
under such titles and (as appropriate) the uniformity of such
standards for the programs under the different Uitles;

(4) procedures for control of utilization and aSsurance of
quality of such services under such titles, including (as appro-
priate) the licensing and accreditation of agencies providing such
services, a certificate of need program with respect to the offer-
ing of such services. and the development and use of norms and
standards for review of the utilization and quality of such
services;

(5) methods of reimbursement for such services, including (A)
methods of comparing costs incurred by different providers of
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such services in order to determine the reasonableness of such costs
and (B) methods which provide for more uniform reimbursement
procedures wider titles XVIII and XIX of the Social Security
Act; and

(6) the prevention of fraud and abuse in the delivery of such
services under such titles,

the reasons for such recommendations, an analysis of the impact of
implementing such recommendations on the cost of such services and
the demand for such services, and the methods of financing any rec-
ommended increased provision of such services under such titles.

(c) In developing the report the Secretary shall consult with pro-
fessional organizations, experts, and individual health professionals
in the field of home health and other in-home services and with pro-
viders, private insurers, and consumers of such services.

SEc. 19. (a) * *

(c) (1) The Secretary of Health. Education, and Welfare shall es-
tablish the systems described in section 1121 (a) of the Social Security
Act (added by subsection (a) of this section) only after consultation
with interested parties and-

(A) for hospitals, skilled nursing facilities, and intermediate
care facilities, not later than the end of the one-year period, and

(B) for other types of health services facilities and organiza-
tions, not later than the end of the two-year period,

beginning on the date of enactment of this Act.
(2) (A) The amendments made by subsection (b) shall apply with

respect to operations of a hospital, skilled nursing facility, or inter-
mediate care facility, on and after the first. day of its first fiscal year
which begins after the end of the six-month period beginning on the
date a uniform reporting system is established (under section 1121 (a)
of the Social Security Act) for that type of health services facility.

(B) The amendments made by subsection (b) shall apply, with re-
spect to the operation of a health services facility or organization
which is neither a hospital. a skilled nursing facility, nor an intermedi-
ate care facility, on and after the first day of its first fiscal year which
begins after such date as the Secretary of Health. Education, and
WVelfare determines to be appropriate for the implementation of the
reporting requirement for that type of facility or organization.

(C) Except as provided in subparagraphs (A) and (B), the amend-
ments made by subsection (b) (2) shall apply. with respect to State
plans approved under title XTX of the Social Security Act, on and af-
ter October 1, 1977.

9 9 9 S
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SEc. 20. (a) *
* * * * * *

(c) (1) Except as provided in paragraph (2), the amendments
made by this section shall be effective on October 1, 1977, and the
Secretary of Health, Education, and Welfare shall promptly adjust
payments made to States under section 1903 of the Social Security
Act to reflect the changes made by such amendments.

(2) The amount of any reduction in the Federal medical assistance
percentage of a State, otherwise required to be imposed under section
1903(g) (1) of the Social Security Act because of an unsatisfactory
or invalid showing made by the State with respect to a calendar quar-
ter beginning on or after January 1, 1977, shall be determined under
such section as amended by this section. Subparagraph (B) of para-
graph (4) of section 1903(g) of such Act. as added by this section.
shall apply to any showing made by a State tinder such section with
respect to a calendar quarter beginning on or after January 1. 1977.'

PROTECTION OP PATIENT FUNDS

SEc. 21. (a) Section 1861(j) of the Social Security Act is amended
by strikir.,r out "and" at the end of paragraph (13) and inserting inm-
mediately after such paragraph (13) the following new paragraph:

"(14) establishes and maintains a system that (A) assures a
full and complete accounting of its patients* personal funds, and
(B) includes the use of such separate account for such funds as
will preclude any commingling of such funds with facility funds
or with the funds of any person other than another such patient;
and".

(b) The Secretary of Health, Education, and Welfare shall, by
regulation, define those costs which miay be charged to the personal
funds of patients in skilled nursing facilities who are individuals
receiving benefits tinder the provisions of title XVIII, or tinder a State
plan approved under the provisions of title XIX, of the Social Secti-
rity Act, and those costs which are to be included in the reasonable cost
or reasonable charge for extended care services as determined tinder
the provisions of title XVIII, or for skilled nursing and intermediate
care facility services as determined under the provisions of title XIX,
of such Act.

(c) (1) The amendments made by subsection (a) shall be effective
on the first day of the first calendar quarter which begins more than
six months after the date of enactment of this Act.

(2) The Secretary of Health, Education. and Welfare shall isQue
the regulations required under subsection (b) within ninety days after
the date of enactment of this Act.

* * * * * * *

I Paragraph (2) was amended by section 8(e) of P.L. 95-292.
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Exccrpt From Public Law 95-171

SEC. 3. (a)
(b) Notwithstanding any other provision of law, Federal financial

participation in aid to families with dependent children under,• State
plan approved under section 402 of the Social Security Act, for
quarters (with respect to which expenditure reports were timely filed
by the State) during the period beginning with the calendar quarter
in which Public Law 90-248 was enacted and ending with the first
calendar quarter of 1977, shall not be denied, on or after October 1,
1977, by reason of the provision of goods, services, or items in the
form of a check which is drawn jointly to the order of the recipient
and the person furnishing such goods, services, or items and which
shows the purpose for which the check is drawn, or by reason of the
failure of the State to meet the requirement of the last two sentences
of section 403(a) of such Act or the failure of the State (or any
political subdivision thereof) to carry out the functions and duties
prescribed in clauses (A), (B), (C), and (E) of section 406(b) (2)
of such Act, regardless of the form in which the aid involved was
paid, if (and to the extent that) the amount of such aid was correct
and the payment of the aid in that form did not result in assistance
in cases or in amounts not authorized by or under part A of title IV
of such Act.

Excerpts From Public Law 95-210

SECTION 1. (a) "**
* S S * S S S

(c) The Secretary of Health, Education, and Welfare (hereinafter
in this Act referred to as the "Secretary") shall conduct a study of the
feasibility and desirability of imposing a copayment for each visit to
a rural health clinic for rural health clinic services under part B of
title XVIII of the Social Security Act, instead of the deductible and
coinsurance amounts otherwise required under section 1833 of such Act
with respect to the provision of such services. The Secretary shall re-
port to tile appropriate committees of Congress, not later than one
year after the date of enactment of this Act, on such study and on any
recommendations he may have for changes in the provisions of part B
of title XVIII of the Social Security Act to reflect the findings of such
study.

(e) Any private, nonprofit health care clinic that-
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(1) on July 1,1977, was operating and located in an area which
on that date (A) was not an urbanized area (as defined by the
Bureau of the Census) and (B) had a supply of physicians insuffi-
cient to meet the needs of the area (as determined by the Secre-
tary), and

(2) meets the definition of a rural health clinic under section
1861 (aa) (2) or section 1905(1) of the Social Security Act, except
for clause (i) of section 1861(aa) (2),

shall be considered, for the purposes of title XVIII or XIX, respec-
tively, of the Social Security Act, as satisfying the definition of a rural
health clinic under such section.

* * * * * *

SEc. 2. (a) * * *
* * * • * S S

(f) (1) The amendments made by this section shall (except as other-
wise provided in paragraph (2)) apply to medical assistance pro-
vided, under a State plan approved under title XIX of the Social
Security Act, on and after the first day of the first calendar quarter
that begins more than six months after the date of enactment of this
Act.

(2) In the case of a State plan for medical assistance under title
* XIX of the Social Security Act which the Secretary determines

requires State legislation in order for the plan to meet the additional
requirements imposed by the amendments made by this section, the
State plan shall not be regarded as failing to comply with the require-
ments of such title solely on the basis of its failure to meet these addi-
tional requirements before the first day of the first calendar quarter
beginning after the close of the first regular session of the State legis-
lature that begins after the date of enactment of this Act.

DEMONSTRATION PROJECTS FOR PHYSICIAN-DIRECTED CLINICS IN URBAN

MEDICALLY UNDERSERVED, AREAS

SEc. 3. (a) The Secretary shall provide, through demonstration
projects, reimbursement on a cost basis for services provided by physi-
cian-directed clinics in urban medically underserved areas for which
payment may be made under title XVIII of the Social Security Act
and, notwithstanding any other provision of such title, for services
provided by a physician assistant or nurse practitioner employed by
such clinics which would otherwise be covered under such title if pro-
vided by a physician.

(b) The demonstration projects developed under subsection (a) shall
be of sufficient scope and carried out on a broad enough scale to allow

dh, the Secretary to evaluate fully-
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(1) the relative advantages and disadvantages of reimburse-
ment on the basis of costs and fee-for-service for physician-
directed clinics employing a physician assistant or nurse
practitioner;

(2) the appropriate method of determining the compensation
for physician services on a cost basis for the purposes of reimburse-
ment of services provided in such clinics;

(3) the appropriate definition for such clinics;
(4) the appropriate criteria to use for the purposes of desig-

nating urban medically underserved areas; and
(5) such other possible changes in the provisions of title XVIII

of the Social Security Act as might be appropriate for the efficient
and cost-effective reimbursement of services provided in such
clinics.

(c) Grants, payments under contracts, and other expenditures made
for demonstration projects under this section shall be made in appro-
priate part from the Federal Hospital Insurance Trust Fund (estab-
lished by section 1817 of the Social Security Act) and the Federal
Supplementary Medical Insurance Trust Fund (established by sec-
tion 1841 of the Social Security Act). Grants and payments under
contracts may be made either in advance or by way of reimbursement,
as may be determined by the Secretary, and shall be made in such
installments and on such conditions as the Secretary finds necessary to
carry out the purpose of this section. With respect to any such grant, W
payment, or other expenditure, the amount to be paid from each trust
fund shall be determined by the Secretary giving due regard to the
purposes of the demonstration projects.

(d) The Secretary shall submit to the Congress, no later than Janu-
ary 1, 1981, a complete, detailed report on the demonstration projects
conducted under subsection (b). Such report shall include any recom-
mendations for legislative changes which the Secretary finds necessary
or desirable as a result of carrying out such demonstration projects.

(e) As used in this section, the terms "physician assistant" and
"nurse practitioner" have the meanings given such terms in section
1861 (aa) (3) of the Social Security Act.

REPORT BY TIE SECRETARY OF HEALTH, EDUCATION, AND WELFARE ON

MENTAL HEALTH AND OTHER CENTERS

SEc. 4. (a) The Secretary shall submit to the Congress, no later than
six months after the date of enactment of this Act, a report on the
advantages and disadvantages of extending coverage under title
XVIII of the Social Security Act to urban or rural comprehensive
mental health centers and to centers for treatmeiJ. of alcoholism and
drug abuse.
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(b) The report submitted under subsection (a) shall include evalua-
* tions of-

(1) the need for coverage under such title of services provided
by such centers;

(2) the extent of present utilization of such centers by individ-
uals eligible for benefits under such title;

(3) alternatives to services provided by such centers presently
available to individuals eligible for benefits under such title;

(4) thie appropriate definition for such centers;
(5) the types of treatment provided by such centers;
(6) present Federal and State funding for such centers;
(7) the extent of coverage by private insurance plans for serv-

ices provided by such centers;
(8) present and projected costs of services prDvided bybsuch

centers;
(9) available methods for assuring proper utilization of such

centers;
(10) the effect of allowing coverage for tervices provided by

such centers on otlhwr providers and practitioners; and
(11) the need for any denionst ration projects for further eval-

uation of the need for coverage for services provided by such
centers.

Excerpts From Public Law 95-216

SECTION 1. This Act, with the following table of contents, may be
cited as the "Social Security Anienduients of 1977".

SEC. 301. (a) * * *

(c)(1) * * *
(2) No notification with respect to an increased exempt amount for

individuals described in section 203(f) (8) (D) of the Social Security
Act (as added by paragraph (1) of this subsection) shall be required
under the last sentence of section 203(f) (8) (B) of such Act in 1977,
1978, 1979, 1980, or 1981; and section 203(f) (8) (C) of such Act shall
not prevent the new exempt amount determined and published under
section 203(f) (8) (A) in 1977 from becoming effective to the extent
that such new exempt amount applies to individuals other than those
described in section 203(f) (8) (I)) of such Act (as so added).

STUDY OF UNIVERSAL COVERAGE

* SEc. 311. (a) The Secretary of Hlealth, Education, and Welfare is
directed to undertake, as soon as possible after the date of the enact-
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ment of this Act, a thorough study with respect to the extent of the cov-
erage under the old-age, survivors, and disability insurance programs
and under the programs established by title XVIII of the Social
Security Act. The study shall examine the feasibility and desirability
of covering, under such social security programs, Fcderal employees,
State and local governmental employees, and employees of non-profit
organizations who are not now covered. The study shall include alter-
native methods of accomplishing such coverage together with any
appropriate alternatives to extending coverage to such employees.

(b) With respect to each major alternative method or proposal
included in the study described in subsection (a), such study shall also
include an analysis of the changes which would be required in the pro-
grams established by the Social Security Act and in any other systems
or programs (such as retirement. survivorship, disability, and health
programs) affecting the individuals who would be covered under
such social security programs under such alternative method or pro-
posal. Such analysis shall include the structural changes required in
"such programs, the financial impact of such changes, and the effect of
such changes on the benefit rights and contribution liabilities of the
affected individuals.

(c) In conducting the study required by subsection (a), the Secre-
tary of Health. Education. and Welfare shall consult, as appropriate
with the Secretary of the Treasury, the Director of the Office of Man-
agement and Budget, and the Chairman of Civil Service Com-
mission, and those officials shall provide him with such information
and assistance as he may require. The Secretary shall also solicit the
views of other appropriate officials and organizations.

(d) The Secretary of Health, Education, and Welfare shall submit
to the President and the Congress, not later than 2 years after the date
of the enactment of this Act. a report of the findings of the study
required by subiection (a) together with his recominnendations for any
appropriate legislative changes.

SEC. 312. (a) * * *

(c) In any case where-
(1) an individual performed service, as an employee of an

organization which is deemed under section 3121(k)(4) of the
Internal Revenue Code of 1954 to have filed a waiver certificate
under section 3121(k) (1) of such Code, on or after the first day
of the applicable period described in subparagraph (A)(ii) of
such section 3121(k) (4) and before July 1, 1977; and

(2) the service so performed does not constitute employment
(as defined in section 210(a) of the Social Security Act and sec-
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tion 3121(b) of such Code) because the waiver certificate which
the organization is deemed to have filed is made inapplicable to
such service by section 3121(k) (4) (C) of such Code, but would
constitute employment (as so defined) in the absence of such sec-
tion 3121 (k) (4) (C),

the remuneration paid for such service shall, upon the request of such
individual (filed on or before April 15, 1980, in such manner and form,
and with such official, as may be prescribed by regulations made under
title II of the Social Security Act) accompanied by full payment of
all of the taxes which would have been paid under section 3.101 of such
Code with respect to such remuneration but for stuch secti(.n 3121(k)
(4) (C) (or by satisfactory evidence that appropriate arnangements
have been made for the payment of such taxes in installments as pro-
vided in section 3121(k) (8) of such Code), be deemed to constitute
remuneration for employment as so defined. In any case where remu-
neration paid by an organization to an individual is deemed under the
preceding sentence to constitute remuneration for employment, such
organization shall be liable (notwithstanding any other provision of
such Code) for payment of the taxes which it would have been re-
quired to pay under section 3111 of such Code with respect to such re-
muneration in the absence of such section 3121(k) (4) (C).

REVOCATION OF EXEMIPTIONr FROM COVERAGE BY CLERGYMEN

SEc. 316. (a) Notwithstanding section 140'2(e) (3) of the Internal
Revenue Code of 1954, any exemption which has been received tinder
section 1402(e) (1) of such Code by a duly ordained, commissioned, or
licensed minister of a church or a Christian Science practitioner, and
which is effective for the taxable year in which this Act is enacted, may
be revoked by filing an application therefor (in such form and manner,
and with such official, as may be prescribed in regulations made under
chapter 2 of such Code), if such application is filed-

(1) before the applicant becomes entitled to-benefits under sec-
tion 20-2(a) or 2'23 of the Social Security Act (without regard to
sect ion 202-(j) (1) or 223 (b) of such Act), and

(2) no later than the due (late of the Federal income tax return
(including any extension thereof) for the applicant's first taxable
year beginning after the date of the enactment of this Act.

Any such revocation shall be effective (for purposes of chapter 2 of
the Internal Revenue ('ode of 19-54 and title 1I of the Social Security
Act), as specified in the application, either with re.•pect to the appli-
cant's first. taxable year e:ading on or after the date of the enactment
of this Act or with respect to the applicants first taxable year begin-
ning after such date, and for all succeeding taxable years; and the
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applicant for any such revocation may not thereafter again file appli-
cation for an exemption under such section 1402(e) (1). If the appli-
cation is filed on or after the due date of the applicant's first taxable
year ending on or after the date of the enactment of this Act. and is
effective with respect to that taxable year, it shall include or be accom-
panied by payment in full of an amount equal to the total of the taxes
that would have been imposed by section 1401 of the Internal Revenue
Code of 1954 with respect to all of the applicant's income derived in
that taxable year which would have constituted net earnings from self-
employment for purposes of chapter 2 of such Code (notwithstanding
section 1402 (c) (4) or (c) (5) of such Code) except for the exemption
under section 14002 (e) (1) of such Code.

(b) Subsection (a) shall apply with respect to service performed
(to the extent specified in such subsection) in taxable years ending on
or after the date of the enactment of this Act, and with respect to
monthly insurance benefits payable under title II of the Social Sccu-
rity Act on the basis of the wages and self-employment income of any
individual for months in or after the calendar year in which such indi-
vidual's application for revocation (as described in such subsection)
is filed (and lump-sum death payments payable under such title on
the basis of such wages and self-employment income in the case of
deaths occurring in or after such calendar year).

Sr.m 317. (a) * * *

(b)(1) ***

(4) Notwithstanding any other provision of law, taxes paid by any
individual to any foreign country with respect to any period of
employment or self-employment which is covered under the social secu-
rity system of such foreign country in accordance with the terms of
an agreement entered into pursuant to section 233 of the Social Security
Act shall not, under the income tax laws of the United States, be
deductible by, or creditable against the income tax of, any such
individual.

MODIFICATION OF AGREEMENT WITH ILLINOIS TO PROVIDE COTERAGE FOR
CERrAIX POLICE XE AND FIRMEN

SEC. 318. (a) Notwithstanding the provisions of subsection (d) (5)
(A) of section 218 of the Social Security Act and the references thereto
in subsections (d) (1) and (d) (3) of such section 218, the agreement
with the State of Illinois heretofore entered into pursuant to such
section 218 may, at any time prior to January 1, 1979, be modified
pursuant to subsection (c) (4) of such section 218 so as to apply to
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services performed in policemen's or firemen's positions covered by
* the Illinois Municipal Retiremeat Fund on the date of the enactment

of this Act if the State of Illinois has at any time prior to the date of
the enactment of this Act paid to the Secretary of the Treasury, with
respect to any of the services performed in such positions, the sums
prescribed pursuant to subsection (e) (1) of such section 218. For
purposes of this section, a retirement system which covers positions
of policemen or firemen shall, if the State of Illinois so desires, be
deemed to be a separate retirement system with respect to the positions
of such policemen or firemen, as the case may be.

(b) Notwithstanding the provisions of subsection (f) of section
218 of the Social Security Act, any modification in the agreement with
the State of Illinois under subsection (a) of this section, to the extent
that it involves .ervices performed by a policeman or fireman in posi-
tions covered under the Illinois Municipal Retirement Fund, shall be
made effective with respect to-

(1) all services performed by policemen or firemen, in positions
to which the modification relates, on or after the date of the en-
actment of this Act; and

(2) all services performed by such individuals in such positions
before such date of enactment with respect to which the State of
Illinois has paid to the Secretary of the Treasury the sums pre-

* scribed pursuant to subsection (e) (1) of such section 218 at the
time or times established pursuant to such subsection (e) (1), if
and to the extent that-

(A) no refund of the sums so paid has been obtained, or
(B) a refund of part or all of the sums so paid has been

obtained but the State of Illinois repays to the Secretary of
the Treasury the amount of such refund within 90 days after
the date that the modification is agreed to by the State and
the Secretary of Health, Education, and Welfare.

* * * * * * *

SEC. 334. (a) * *
* * * * * * *

(f) The amendments made by this section shall apply with respect to
monthly insurance benefits payable under title II of the Social Secu-
rity Act for months beginning with the month in which this Act is
enacted, on the basis of applications filed in or after the month in
which this Act is enacted.

(g) (1) The amendments made by the preceding provisions of this
section shall not apply with respect to any monthly insurance benefit
payable. under subsection (b), (c), (e), (f). or (g) (as the case may

AM, be) of section 202 of the Social Security Act, to an individual---
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(A) to whom there is payable for any month within the
60-month period beginning with the month in which this Act is
enacted (or who is eligible in any such month for) a monthly peri-
odic benefit (within the meaning of such provisions) based upon
such individual's earnings while in the service of the Federal
Government or any State (or political subdivision thereof, as
defined in section 218(b) (2) of the Social Security Act); and

(B) who at time of application for or initial entitlement to
such monthly insurance benefit under such subsection (b), (c),
(e), (f), or (g) meets the requirements of that subsection as it
was in effect and being administered in January 1977.

(2) For purposes of paragraph (1) (A), an individual is eligible
for a monthly periodic benefit for any month if such benefit would be
payable to such individual for that month if such individual were not
employed during that month and had made proper application for
such benefit

(3) If any provision of this subsection, or the application thereof
to any person or circumstance, is held invalid, the remainder of this
section shall not be affected thereby, but the application of this sub-
section to any other persons or circumstances shall also be considered
invalid.

SEC. 336. (a) * * *
* * * * * * *

(c) (1) The amendments made by this section shall apply only with
respect to monthly benefits payable under title II of the Social Seca-
rity Act for months after December 1978, and, in the case of individ-
nals who are not entitled to benefits of the type involved for December
1978, only on the basis of applications filed on or after January 1,
1979.

(2) In the case of an individual who was entitled for the month of
December 1978 to monthly insurance benefits under subsection (e) or
(f) of section 20-2 of the Social Security Act to which the provisions of
subsection (e) (4) or (f) (5) applied, the Secretary shall, if such
benefits would be increased by the amendments made by this section,
redetermine the amount of such benefits for months after Decem-
ber 1978 as if such amendments had been in effect for the first month
for which the provisions of section 20-2(e) (4) or 202(f) (5) became
applicable.

(d) Where-
(1) two or more persons are entitled to monthly benefits under

section 202 of the Social Security Act for December 1978 on the
basis of the wkges and self-employment income of a deceased
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individual, and one or more of such persons is so entitled under
subsection (e) or (f) of such section 20-2, and

(2) one or more of such persons is entitled on the basis of such
wages and self-employment income to monthly benefits under
subsection (e) or (f) of such section 202 (as auu.nded by this
section) for January 1979, and

(3) the total of benefits to which all persons are entitled under
section 20-2 of such Act on the basis of such wages and self-employ-
ment income for January 1979 is reduced by reason of section
203(a) of such Act as amended by this Act (or would, but
for the first sentence of section 203(a) (4), be so reduced),

then the amount of the benefit to which each such person referred to in
paragraph (1) is entitled for months after December 1978 shall in no
case be less after the application of this section and such section
203(a) than the amount it would have been without the application
of this section.

DURATION-OF-MARRIAGE REQUIREMENT

Szc. 337. (a) Section 216(d) of the Social Security Act is amended
by striking out "20 years" in paragraphs (1) and (2) and inserting
in lieu thereof in each instance "10 years".

(b) Section 202(b) (1) (G) of such Act is amended by striking out
"20 years" and inserting in lieu thereof "10 years".

* (c) The amendments made by this section shall apply with respect
to monthly benefits payable under title I of the Social Security Act
for months after December 1978, and, in the case of individuals who
are not entitled to benefits of the type involved for December 1978,
only on the basis of applications filed on or after January 1, 1979.

PART D-STUDY WITH RESPECT To GENDER-BAsED DISTINCTIONS

STUDY OF PROPOSALS TO ELIMINATE DEPENDENCY AND SEX DISCRIMINATION
UNDER TIHE SOCIAL SECURITY PROGRAM

SEC. 341. (a) The Secretary of Health, Education, and Welfare,
in consultation with the Task Force on Sex Discrimination in the
Department of Justice, shall make a detailed study, within the Depart-
ment of Health, Education, and Welfare and the Social Security
Administration, of proposals to eliminate dependency as a factor in
the determination of entitlement to spouse's benefits under the pro-
gram established under title II of the Social Security Act, and of
proposals to bring about equal treatment for men and women in any
and all respects under such program, taking into accoUnt the practi-
cal effects (particularly the effect upon women's entitlement to such
benefits) of factors such as-
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(1) changes in the nature and extent of women's participation
in the labor force,

(2) the increasing divorce rate, and
(3) the economic value of women's work in the home.

The study shall include appropriate cost analyses.
(b) The Secretary shall submit to the Congress within six months

after the date of the enactment of this Act a full and complete report
on the study carried out under subsection (a).

PART F-NATIONAL COMMIssIO.N ON SOCIAL SECURITY

ESTABLISHMENT OF COMMISSION

Sr. 361. (a) (1) There is hereby established a commission to be
known as the National Commission on Social Security (hereinafter
referred to as the "Commission").

(2) (A) The Commission shall consist of-
(i) five members. to he appointed by the President. by and with

the advice and consent of the Senate, one of whorn shall, at the
time of appointment, be designated as Chairman of the
Commission;

(ii) two members to be appointed by the Speaker of the House
of Representatives; and

(iii) two inember-i to be appointed by the President pro tein-
pore of the Senate.

(B) At no time shall more than three of the members appointed by
the President, one of the members appointed by the Speaker of the
House of Representatives, or one of the members appointed by the
President pro tempore of the Senate be members of the same political
party.

(C) The membership of the Commission shall consist of individuals
who are of recognized standing and distinction and who possess the
demonstrated capacity to discharge the duties iml)osed on the Coin-
mission, and shall include representatives of the private insurance
industry and of recipients and potential recipients of benefits under
the programs involved as well as individuals whose capacity is based
on a special knowledge or expertise in those programs. No individual
who is otherwise an officer or full-time employee of the United States
shall serve as a member of the Commission.

(D) The Chairman of the Commission shall designate a member Zf
the Commission to act as Vice Chairman of the Commission.

(E) A majority of the members of the Commission shall constitute
a quorum, but a lesser number may conduct hearings.

(F) Members of the Commission shall be appointed for a term
which shall end on April 1, 1981.1

1 Subpar. (F) was amended by see. 502 of P.L. 96-265.
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(G) A vacancy in tie Commission shall not affect its powers, but
* shall be filled in the same manner as that herein provided for the

appointment of the member first appointed to the vacant position.
(3) Members of the Commission shall receive $138 per diem while

engaged in the actual performance of the duties vested in the Com-
mission, plus reimbursement for travel, subsistence, and other neces-
sary expenses incurred in the performance of such duties.

(4) The Commission shall meet at the call of the Chairman, or at the
call of a majority of the members of the Commission; but meetings of
the Commission shall be held not less frequently than once in each
calendar month which begins after a majority of the authorized mem-
bership of the Commission has first been appointed.

(b) (1) It shall be the duty and function of the Commission to con-
duct a continuing study, investigation, and review of-

(A) the Federal old-age, survivors, and disability insurance
program established by title II of the Social Security Act; and

(B) the health insurance programs established by title XVIII
of such Act.

(2) Such study, investigation, and review of such programs shall
include (but not be limited to)-

(A) the fiscal status of the trust funds established for the
financing of such programs and the adequacy of such trust
funds to meet the immediate and long-range financing needs of
such programs;

(B) the scope of coverage, the adequacy of benefits including
the measurement of an adequate retirement income, and the con-
ditions of qualification for benefits provided by such programs
including the application of the retirement income test to
unearned as well as earned income;

(C) the impact of such programs on, and their relation to,
public assistance programs, nongovernmental retirement and
annuity programs, medical service delivery systems, and national
employment practices;

(D) any inequities (whether attributable to provisions of law
relating to the establishment and operation of such programs, to
rules and regulations promulgated in connection with the admin-
istration of such programs, or to administrative practices and
procedures employed in the carrying out of such programs)
which affect substantial numbers of individuals who are insured
or otherwise eligible for benefits under such programs, including
inequities and inequalities arising out of marital status, Sex, or
similar classifications or categories;

(E) possible alternatives to the current Federal programs or
* particular aspects thereof, including but not limited to (i) a
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phasing out of the payroll tax with the financing of such programs
being accomplished in ionie other manner (including general
revenue funding and the retirement bond), (ii) the establishment
of a system providing for mandatory participation in any or all
of the Federal programs, (iii) the integration of such current
Federal programs with private retirement programs, and (iv)
the establishment of a system permitting covered individuals a
choice of public or private programs or both;

(F) the need to develop a special Consumer Price Index for
the elderly, including the financial impact that such an index
would have on the costs of the programs established under the
Social Security Act; and

(G) methods for effectively implementing the record mendations
of the Commission.

(3) In order to provide an effective opportunity for the general
public to participate fully in the study, investigation, and review under
this section, the Commission, in conducting such study, investigation,
and review, shall hold public hearings in as many different geographi-
cal areas of the country as possible. The residents of each area where
such a hearing is to be held shall be given reasor.able advance notice
of the hearing and an adequate oppv•.rtunity to appear and express
their views on the matter.- under consid-..ration.

(c) (1) No later than four months after the date on which a majority
of the authorized membership of the Commission is initially appointed,
the Commission shall submit to the President and the Congress a
special report describing the Commission's plans for conducting the
study, investigation, and review under subsection (b), with particular
reference to the scope of suih .tudy, investigation, and review and
the inethod.s proposed to be used in conducting it.

(2) At or before the close of each of the first two years after the
(late on which a majority of the authorized membership of the Com-
mizsion is initially appointed, the Commission shall submit to the
President and the Congre.-s an annual report on the study, investiga-
tion, anid review under subsection (h). together with its recommenda-
tions with re-pe't to the programs involved. The second such report
shall constitute the final report of the Commission on such study, in-
vestigation, and review, and shall include its final recommendations;
and the Commission shall cease to exist on April 1,1981.1

(d) (1) The Conimius.-ion shall appoint an Executive Director of the
Commission who shall be compensated at a rate fixed by the Commis-
sion, but which !hall not exceed the rate established for level V of
thie Executive Schedule by title 5, United States Code.

1 Subpar. (2) was amended by see. 502 of P.L1 96-265.
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(2) In addition to the Executive Director, the Commission shall
* have the power to appoint and fix the compensation of such personnel

as it deems advisable, in accordance with the provisions of title 5,
United States Code, governing appointments to the competitive serv-
ice, and the provisions of chapter 51 and subchapter III of chapter 53
of such title, relating to classification and General Schedule pay rates.

(e) In carrying out its duties under this section, the Commission,
or any duly authorized committee thereof, is authorized to hold such
hearings, sit and act at such times and places, and take such testimony,
with respect to matters with respect to which it has a responsibility
under this section, as the Commission or such committee may deem
advisable. The Chairman of the Commission or any member author-
ized by him may administer oaths or affirmations to witnesses appear-
ing before the Commission or before any committee thereof.

(f) The Commission may secure directly from any department or
agency of the United States such data and information as may be
necessary to enable it to carry out its duties under this section. Upon
request of the Chairman of the Commission, any such department or
agency shall furnish any such data or information to the Commission.

(g) The General Services Administration shall provide to the Com-
mission, on a reimbursable basis such administrative support services
as the Commission mpy request.

* (h) There are hereby authorized to be appropriated such sums as
may be necessary to carry out this section.

(i) It shall be the duty of the Health Insurance Benefits Advisory
Council (established by section 1867 of the Social Security Act) to
provide timely notice to the Commission of any meeting, and the
Chairman of the Commission (or his delegate) shall be entitled to
attend any such meeting.

PART G-MISCELLANEOUS PROVISIONS

APPOINTMENT OF HEARING EXAMINERS

SEC. 371. The persons who were appointed to serve as hearing exam-
iners under section 1631 (d) (2) of the Social Security Act (as in effect
prior to January 2, 1976), and who by section 3 of Public Law 94-202
were deemed to be appointed under section 3105 of title 5, United
States Code (with such appointments terminating no later than at
the close of the period ending December 31, 1978), shall be deemed
appointed to career-absolute positions as hearing examiners under
and in accordance with section 3105 of title 5, United States Code,
with the same authority and tenure (without regard to the expiration
of such period) as hearing examiners appointed directly under such

m, section 3105, and shall receive compensation at the same rate as
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hearing examiners appointed by the Secretary of Health, Education,
and Welfare directly under such section 3105. All of the provisions of
title 5, United States Code, and the regulations promulgated pursuant
thereto, which are applicable to hearing examiners appointed under
such section 3105, shall apply to the persons described in the preceding
sentence.

REPORT OF ADVISORY COUNCIL ON SOCIAL SECURMIY

SEc. 372. Notwithstanding the provisions of section 706(d) of the
Social Security Act, the report of the Advisory Council on Social
Security which is due not later than January 1, 1979, may be filed at
any date prior to October 1,1979.

REIMBURSEMENT FOR ERRONEOUS STATE SUPPLEMENTARY PAYMENT

SEC. 405. (a) Not withstanding any other provision of law, the Secre-
tary of Health, Education, and Welfare is authorized and directed
to pay to each State an amount equal to the amount expended by such
State for erroneous supplementary payments to aged, blind, or disabled
individuals whenever, and to the extent to which, the Secretary
through an audit by the Department of Health, Education, and Wel-
fare which has been reviewed and concurred in by the Inspector
General of such department determines that-

(1) such amount was paid by such State as a supplementary
payment during the calendar year 1974 pursuant to an agreement
between the State and the Secretary required by section 212 of the
Act. entitled "An Act to extend the Renegotiation Act of 1951 for
one year, and for other purposes". approved July 9, 1973, or such
amount was paid by such State as an optional State supplementa-
tion, as defined in section 1616 of the Social Security Act, during
the calendar year 1974.

(2) the erroneous payments were the result of good faith reli-
ance, by such State upon erroneous or inconmplete information
supplied by the Department of Health, Education, and Welfare,
through the State data exchange, or good faith reliance upon
incorrect supplemental security income loenefit paynents made by
stach department, and

(3) recovery of the erroneous payments by such State would
be impossible or unreasonable.

(h) There ate authorized to lx al'prOpriated such s.ums as are neves-
sary to carry out the provisions of this section.
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Public Law 95-291

* Be it enacted by the Senate and House of Repr'esentativea of the
United States of America in Congress assembled, That (a) there is
authorized to be appropriated for the fiscal year which ends on
September 30, 1979, not to exceed $543,000,000, to remain available
until expended, to enable the Secretary of the Treasury to pay to any
State the amount determined by the Secretary of Health, Education,
and Welfare (hereinafter in this Act referred to as the "Secretary"),
in accordance with the succeeding provisions of this Act, to be payable
to the State in settlement of the unpaid claim of the State against the
United States for reimbursement of expenditures made by the State
prior to October 1, 1975, with respect to services (and related adminis-
trative costs) which the State asserts were provided (or incurred)
under an approved State plan pursuant to title I, IV-A. VI, X, XIV,
or XVI of the Social Security Act.

(b) For purposes of this Act, the term "unpaid claim" of any State
means (subject to the succeeding sentence) the total amount of Federal
reimbursement for expenditures of the type specified in subsection (a)
which has not been paid to such State prior to the date of enactment
of this Act. In determining such total amount in the case of any State,
any portion thereof attributable to expenditures made in any fiscal

* year with respect to which the, provisions of section 1130 of the Social
Security Act (as then in effect) were applicable shall be reduced (but
not below zero) by the excess (if any) of (1) the aggregate of the
portion of such total amount attributable to expenditures made in such
year and the total amount of the Federal reimbursement paid prior to
the date of enactment of this Act to such State with respect to expend-
itures made in such year, over (2) the State's allotment determined
under such section 1130 for such year.

SEC. 2. (a) In the case, of that portion of the unpaid claim of a State
that the Secretary determines was asserted against the United States.
in the form and manner prescribed by the Secretary with respect to
the filing of claims under titles 1, IV-A, VI, X, XIV, and XVI of the
Social Securty Act, prior to April 1, 1977, the Secretary shall certify
to the Secretary of the Treasury for payments to the State the sum
of-

(1) an amount equal to 38 percent of so much of such portion
as does not exceed $50,000,000;

(2) an amount equal to 35 percent of so much of such portion
as exceeds $50,000,000 but does not exceed $150,000,000; and

(3) an amount equal to 21 percent of so much of such portion
as exceeds $150,000,000;

* except that the percentage specified in paragraph (1) shall be 58
percent and the percentage specified in paragraph (2) shall be 50
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percent in the case of a State if the portion of the unpaid claim of such
State referred to in the preceding provisions of this subsection equals
or exceeds 85 percent of the sum of (A) such portion and (B) the
total amount of Federal reimbur-eenient for expenditures of the type
specified in the first section of this Act which has been paid to such
State prior to the date of enactment of this Act but with respect to
which formal steps have been initiated by the Secretary to recover
such reimbursement.

(b) (1) In the case of the portion of the unpaid claims of a State
that the Secretary determines meets the requirements of subsection
(a), except that the claim was asserted, in the form and manner pre-
scribed by the Secretary, on or after April 1, 1977, but prior to the
ninety-first day following the (late upon which this Act is enacted, the
Secretary shall certify to the Secretary of the Treasury for payment
to the State. subject to paragraph (2). an amount equal to 15 percent
of so much of such portion as he finds to be for the provision of serv-
ices that, he finds the State provided andl for which lie has not pro-
vided reimbursement, but the expendittires for which were reimburs-
able under title I. IV-A. VI, X. XIV. or XVI of the Social Security
Act prior to April 1. 1977. or, if not services the expenditures for
which were reimbursable. are services of a similar kind and are not
otherwise reimbursable under this Act.

(2) The Secretary may Irot certify for payment to any State under
the authority of this subsection an aggregate amount that exceeds 5
percent of that State's allotment for the fiscal year 1973 of social serv-
ice funds under titles I. IV-A. X. XIV. and XVI of the Social Securi-
tv Act, as determined in accordance with sec-tion 1130(b) of such Act.
less the amount certified for payment to the State under subsection (a)
of this section.

(3) The Secretary shall have no authority, by regulations or other-
wise, to extend the time period specified in paragraph (1) or to waive
the time limit for assertion of a claim.

SEc. 3. (a) Except with respect to amounts paid by the Secretary to
a State prior to April 1. 1977. no State is entitled to reimbursement of
expenditures described by the first section of this Act, except as pro-
vided by this Act.

(b) N•ither the Secretary nor any other official of the Federal
Government may seek to recover any amount paid to a State prior
to April 1, 1977. or pursuant to this Act, as reimbursement of expen-
ditures made by the State of the type described by the first section of
this Act.

SEC. 4. (a) The Secretary is authorized to enter into agreements
with any State in accordance with the provisions of this Act, and
agreements entered into prior to the enactment of this Act, to the
extent not inconsistent with the terms hereof, shall have the same force
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and effect as agreements entered into subsequent to enactment of
* this Act.

(b) In the absence of an agreement, a State dissatisfied with a
determination by the Secretary under this Act may, by application to
the Secretary within 60 days after the date of notice to the State of
that determination, obtain the Secretary's review of that determina-
tion. If the application requests a hearing, the Secretary shall conduct
a hearing after reasonable notice to the State, and shall, on the basis
of evidence adduced at the hearing, affirm, modify, or reverse his
determination. If the Secretary does not preside at the reception of the
evidence at the hearing, the decision of the presiding official or body
shall be the decision of the Secretary.

(c) No court of the United States has jurisdiction to entertain any
action seeking the review of any determination or finding of the Secre-
tary under this Act, or otherwise seeking to compel a determination
by the Secretary to certify for payment any claim described by the
first section of this Act; except that the appropriate district court
shall have jurisdiction over any action seeking enforcement of an
agreement of the kind referred to in subsection (a).

SEC. 5. (a) Amounts appropriated under the first section of this
Act shall be first applied in settlement of the portions of unpaid claims
described in section 2(a). If, after that payment, the amounts remain-

* ing are insufficient to pay the amounts established by section 2(b)
with respect to the portions of unpaid claims asserted under section
2(b), the Secretary shall certify for payment with respect to each such
portion an amount that bears the same relationship to that portion as
the total of such remaining available amounts bears to the total of all
portions of unpaid claims asserted under section 2(b).

(b) A reduction effected by subsection (a) of this section in the
amount payable to a State under section 2(b) does not give rise to an
entitlement of the State to the difference between the amount payable
under section 2(b) (without regard to subsection (a) of this section)
and the amount payable under section 2(b) after application of sub-
section (a) of this section.

(c) In the event that the amount appropriated pursuant to the first
section of this Act exceeds the payable portions of unpaid claims
under subsections (a) and (b) of section 2, the amount paid to any
State receiving a payment computed with respect to paragraph (3)
of section 2(a) shall be increased (to the extent of such excess) by an
amount equal to the difference between the amount it received under
section 2(a) and the amount it would have so received if the per-
centage in such paragraph had been 25 percent.

SEC. 6. The Secretary of the Treasury shall pay to each State, out
of amounts appropriated pursuant to the first section of this Act, all
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amounts certified by the Secretary as payable to that State under the
trcis of this Act.

Excerpts From Public Law 95-292

Si:c. 6. The amendments made by the preceding sections of this Act
shall become effective with respect to services, supplies, and equipment
furnished after the third calendar month which begins after the date
of the enactment of this Act, except that those amendments providing
for the implementation of an incentive reimbursement sysem for
dlialysis services furnished in facilities and providers shall become
effective with respect to a facility's or provider's first accounting period
which begins after the last day of the twelfth month following the
imonthi of the enactment of this Act, and those amendments providing
for reimbursement rates for home dialysis shall become effective on
.April 1, 1979.

Src. S. (a) • • *

(c) The Secretary of Health, Education, and Welfare shall, by
regulation, define those costs which may be charged to the personal
ftuinds of patients in intermediate care. facilities who are individuals
receiving medical assistance under a State plan approved under the
provisions of title XIX of the Social Security Act, and those costs
which are to be included in the reasonable cost or reasonable charge
for intermediate care facility services as determined under the pro-
ViSions of such title.

(d) (1) The amendments made by subsections (a) and (b) shall
become effective on July 1, 1978.

(2) The Secretary of Health, Education, and Welfare shall issue
the regulations required under subsection (c) within 90 days after
the date of enactment of this Act but not later than July 1, 1978.

Excerpt From Public Law 95-458

SEC. 5. CASH PAYMENTS IN LIEU OF FOOD STAMPS TO
RECIPIENTS OF SSI BENEFITS.

*• * * * * *

(b) No additional cash payment under title XVI of the Social
Security Act may be made pursuant to the third sentence of section
8(d) of Public Law 93-233 (as added by subsection (a) of this section)
for any month beginning before October 1, 1978, or ending after Sep-
tember 30, 1979.
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Excerpt From Public Law 95-478

W SEcTioN 1. (a) This Act may be cit :d as the "Comprehensive Older
Americans Act Amendments of 1978".

(h) (1) Section 211 is amended by inserting "(a)" after the section
designation and by adding at the end thereof the following new
subsection:

"(b) No part of the costs of any project under any title of this
Act may be treated as income or benefits to any eligible individual
(other than any wage or salary to such individual) for the purpose
of any other program or provision of Federal or State law.".

Excerpt From Public Law 95-482

Resolved by the Senate atnd House of Repr.?sentativea of the United
States of Anmteeea in Con gress assembled, That the following sums
are appropriated out of any money in the Treasury not otherwise
appropriated, and out of applicable corporate or other revenues,
receipts, and funds, for the several departments, agencies, corpora-
tions, and other organizational units of the Government for the fiscal

* year 1979, namely:
SEC. 101. (a) Such amounts as may be necessary for continuing the

following activities, not otherwise provided for, which were conducted
in fiscal year 1978, but at a rate for operations not in excess of the cur-
rent rate:

activities under the Social Security Act;

SEC. 10-2. Appropriations and funds made available and authority
granted pursuant to this joint resolution shall be available from
October 1, 1978, and shall remain available until (a) enactment into
law of an appropriation for any project or activity provided for in
this joint resolution, or (b) enactment of the applicable appropriation
Act by both Houses without any provision for such project or activity,
or (c) September 30, 1979, whichever first occurs.

Excerpt From Public Law 95-524

SEcTrioN 1. This Act may be cited as the "Comprehensive Employ-
ment and Training Act Amendments of 1978".

P.L. 95-524820--A
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COMPREHENSIVE EMPLOYMENT AND TRAINING ACT REA-I'1IORIZATION

SEC. 2. The Comprehensive Employment and Training Act of 1973
is amended to read as follows:

"6S HORT TITLE

"SECTION 1. This Act, with the following table of contents, may
be cited as the 'Comprehensive Employment and Training Act'.

* * * * * * *

"-,TITLE IV-YOUTH PROGRAMS
* * * * * * *

PARTT A-YOU'TIT EMPlO.MENT DEMONSTRATION PROGRAMS
* * * * * * *

""DISREGARDING EARNINGS

"'SEc. 446. Earnings and allowances received by any youth under
this part, .hall be disregarded in determining the eligibility of the
youth's family for. and the amount of, any benefits based on need
under any Federal or federally assisted programs.

Excerpt From Public Law 95-598

§ 523. Exceptions to discharge
(a) A discharge under section 727, 1141, or 1328(b) of this title

does not discharge an individual debtor from any debt-

(5) to a spouse, former spouse, or child of the debtor, for
alimony to, maintenance for, or support, of such spouse or
child, in connection with a separation agreement, divorce de-
cree, or property settlement agreement, but not to the extent
that,-

(A) such debt is assigned W another entity, voluntar-
ily, by operation of law, or otherwise; or

(B) such debt includes a liability designated as ali-
mony, maintenance, or support, unless such liability is
actually in the nature of alimony, maintenance, or
support;
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Excerpts From Public Law 95-600. SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(a) Siiorr TImLE-This Act may be cited as the "Revenue Act of
1978".

SEC. 321. TARGETED JOBS CREDIT

(d) EFFEcTiVE DATE.-
(1) IN GENERAL.-Except as otherwise provided in this sub-

section, the amendments made by this section shall apply to
amounts paid or incurred after December 31, 1978, in taxable
years ending after such date.

(2) SPECIAL RULES FOR NEWLY TARGETED GROUPS.-
(A) INDIVIDUAL MUST BE HIRED AFTER SEPTEMBER 26, 1978.-

In the case of a member of a newly targeted group, for pur-
poses of applying the amendments made by this section-

(i) such individual shall be taken into account for
purposes of the credit allowable by section 44B of the
Internal Revenue Code of 1954 only if such individual is
first hired by the employer after September 26, 19 i8, and

(ii) such individual shall be treated for purposes of
such credit as having first begun work for the employer
not earlier than January 1, 1979.1

(B) MEMBER OF NEWLY TARGETED GROUP DEFINED.-For pur-
poses of subparagraph (A), an individual is a member of ft
newly targeted group if-

(i) such individual meets the requirements of para-
graph (1) of section 51(d) of such Code, and

(ii) in the case of an individual meeting the require-
ments of subparagraph (A) of such paragraph (1), a
credit was not claimed for such individual by the tax-
payer for a taxable year beginning before January 1,
1979.2

(3) TRANSITIONAL RULE.-In the case of a taxable year which
begins in 1978 and ends after December 31, 1978, the amount of
the ciedit determined under section 51 of the Internal Revenue
Code of 1954 shall be the sum of-

(A) the amount of the credit which would be so deter-
mined without regard to the amendments made by this
section, plus

(B) the amount of the credit which would be so determined
by reason of the amendments made by this section.

'Subpar. (A) was amended by see. 103 of P.I 96-222.
2 Subpar. (1) and (11) were amended by se-. 103 of P.L. 96-222.

& Subpar. (3) was amended by sea. 103 of P.L. 96-222.

821 P.L. 95-M0
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(4) S-BSF-crIo-.% (C) (2) .- The amendments made by subsection
(c) (2) shall apply to taxable yeaas beginning after December 31.
1978.

SEC. 322. WORK INCENTIVE PROGRAM CREDIT CHANGES.

(e) EFFECcIVE DATE.-
(1) Ix GENERaL.-Except as otherwise provided in this subsec-

tion, the amendments made by this section shall apply to work
incentive program expenses paid or incurred after December 31.
1978, in taxable years ending after such date; except that so
much of the amendment made by subsection (a) as affects section
50A(a) (2) of the Internal Revenue Code of 1954 shall apply to
taxable years beginning after December 31, 1978. For purposes
of applying section 50A(a) (2) of the Internal Revenue Code of
1954 with respect to a taxable year beginning before January 1.
1979, the rules of sections 50A(a) (4), 50A(a) (5), and 50B(e) (3)
of such Code (as in effect on the day before the date of the enact-
ment of this Act) shall apply._

(2) SPECIAL RULES FOR CERTAIN ELIGIBLE E3IPLOYEES.-

(A) ELIGIBLE EMPLOYEES HIRED BEFORE SEPTEMBER 27.

1978.-In the case of any eligible employee (as defined in
section 50B(h) ) hired before September 27, 1978, no credit
shall be allowed under section 40 with respect to second-
year work incentive program expenses (as defined in section
50B (a)) attributable to service performed by such employee.

(B) ELIGIBLE EMPLOYEES HIRED AF•R• SEPTEMBER 20, 1978.-

In the case of any eligible employee (as defined in section
50B(h)) hired after September 26, 1978, for purposes of
applying the amendments made by this section, such indi-
vidual shall be treated for purposes of the credit allowed by
section 40 as having first begun work for the taxpayer not
earlier than January 1, 1979, and any wages paid or incurred
after December 31, 1978, with respect to such individual shall
be considered to be attributable to services rendered after
that date._2

SEC. 530. CONTROVERSIES INVOLVING WHETHER INDI-
VIDUALS ARE EMPLOYEES FOR PURPOSES
OF THE EMPLOYMENT TAXES.

(a) TERMINATION OF CERTAIN EMPLOYMENT TAX LIABILITY FOR

PF.muODs BFFORE 1981.--
(1) IN GENERAL.-If-

1 Subpar. (1) was amended by sea. 6 of P.L. 96-178 and by see. 103 of P.L. 96-222.

'Subpar. (2) (B) was amended by sec. 6 of P.L. 96-178 and by see. 103 of P.L. 96-222.

822P.L. 95-600
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(A) for purposes of employment taxes, the taxpayer did not
treat an individual as an employee for any period ending
before January 1.1981, anud

(B) in the case of periods after December 31, 1978. all
Federal tax returns (including information returns) required
to be filed by the taxpayer with respect to such individual for

f

.82,-A P.I., 95-60
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such period are filed on a basis consistent with the taxpayer's
treatment of such individual as not being an employee,

then, for purposes of applying such taxes for such period with
respect to the taxpayer, the individual shall be deemed not to be
an employee unless the taxpayer had no reasonable basis for not
treating such individual as an employee.

(2) STATUTORY STANDARDS PROVIDING ONE METHOD OF SATISFY-
ING THE REQUIREMENTS OF PARAGRAPH (1 ).-For purposes of para-
graph (1), a taxpayer shall in any case be treated as having a
reasonable basis for not treating an individual as an employee
for a period if the taxpayer's treatment of such individual for
such period was in reasonable reliance on any of the following:

(A) judicial precedent, published rulings, technical advice
with respect to the taxpayer, or a letter ruling to the taxpayer;

(B) a past Internal Revenue Service audit of the taxpayer
in which there was no assessment attributable to the treatment
(for employment tax purposes) of the individuals holding
positions substantially similar to the position held by this
individual; or

(C) long-standing recognized practice of a significant seg-
ment of the industry in which such individual was engaged.

(3) CONSISTENCY REQUIRED IN THE CASE OF 1979 AND 1980 TAX
TREATMExT.-Paragraph (1) shall not apply with respect to the
treatment of any individual for employment tax purposes for
any period ending after December 31, 1978, and before January 1,
1981, if the taxpayer (or a predecessor) has treated any individ-
ual holding a substantially similar position as an employee for
purposes of the employment taxes for any period beginning after
December 21, 1977.

(4) REFUND OR CREDIT OF OVERPAYMENT.-If refund or credit of
any overpayment of an employment tax resulting from the
application of paragraph (1) is not barred on the date of the
enactment of this Act by any law or rule of law, the period for
filing a claim for refund or credit of such overpayment (to the
extent attributable to the application of paragraph (1)) shall
not expire before the date 1 year after the date of the enactment
of this Act.

(b) PROHIBrION AGAINST REGULOTIONS AND RULINGS ON- EMPLOY-
MEV.T STATJS.--NO regulation or Revenue Ruling shall be published
on or after the date of the enactrment of this Act and before January 1,
1981 (or, if earlier, the effective date of any law hereafter enacted
clarifying the employment status of individuals for purposes of the
employment taxes) by the Department of the Treasury (including the

64-566 0 - qO - 71
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Internal Revenue Service) with respect to the employment status of
any individual for purposes of the employment taxes.

(c) DIrxixITIOXs.-For purposes of this section--
(1) EMPLOYMENT TAx.ý-The tet tit "employment tax" means any

tax imaiposed by subtitle C of the Iniornal Revenue Code of 1954.
(2) EMPLOYMENT STATUs.-The terio "employment status"

means the status of an individual, under the ,iou.1 common law
rules applicable in determining the employer-employee relation-
ship, as an employee or as an independent contractor (or other
individual who is not an employee)."

SEC. 554. REPORT ON EFFECTIVENESS OF JOBS CREDIT.
(a) RE;PORT ox TARIGET.ED JoBs ('iU.:DIT.-NXot later than June 30, 19S1,

the Secretary of the Treasury and the Secretary of Labor shall jointly
submit to the Committee on Ways and Means of the House of Repre-
sentatives and the Committee on Finance of the Senate a report on-

(1) the effectiveness of the targeted jobs credit provided by the
amendments made by this section in improving the employment
situation of the targeted groups, and

(2) the types of employers claiming such credit.
(b) GENERAL JOBS CREDIT.-TThe report required under paragraph

(1) shall also include an evaluation of-
(1) the effectiveness of the general jobs credit provided by sec-

tion 44B of the Internal Revenue Code of 1954 for 1977 and 1978
in stimulating employment and enhancing economic growth, and

(2) the types of employers claiming such credit.
A 1i *

Excerpts From Public Law 95-602

SECTION 1. (a) This Act may be cited as the "Rehabilitation, Com-
prehensive Services, and Developmental Disabilities Amendments of
1978".

TITLE II-COMMUNITY SERVICE PILOT PROGRAMS;
PROJECTS WITH INDUSTRY

ESTABLISHMENT OF PROGRAMS

SEC. 201. The Rehabilitation Act of 1973 is amended by adding at
the end thereof the following new title:

I See. 530 was amended by sea. 9(d) of P.L. 96-16T.
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"TITLE VI-EMPLOYMENT OPPORTUNITIES FOR
HANDICAPPED INDIVIDUALS

"H811ORT TITLE

"SEc. 601. This title may be cited as the 'Employment Opportunities
for Handicapped Individuals Act'.

"PART A---COMMUNITY SERvIzE EMPLOYM•NT PILOT PROGRAS31

FOR HANDICAPPED INDIVIDUALS

E6 STABLISHMENT OF PILOT PROGRAM

"SEC.611. (a) • • •

"SEc. 613(a) • • *

"(c) No part of the wages, allowances, or reimbursement for trans-
portation and attendant care costs made available to an eligible indi-
vidual employed in any project funded under this part shall be treated
as income or benefits for the purpose of any other program or pro-
vision of State or Federal law, unless the Secretary makes a case by

* case determination that disallowance of such income or benefits is in-
equitable or does not carry out the purposes of this title.

TITLE IV--SPECIAL STUDIES AND MISCELLANEOUS

PROVISIONS

RESEARCH AND DEMONSTRATION PROJECTS

SEC. 401. (a) * * *
(b) There are authorized to be appropriated to carry out this section

such sums as may be necessary.
No funds other than those appropriated pursuant to this subsection

can be used for the conduct of research specifically authorized by this
section.

(c) Within one year after the date appropriations are made under
subsection (b) for purposes of research and demonstration projects
under subsection (a), the Secretary shall prepare and transmit to the
Congress a study concerning the impact of vocational rehabilitation
services provided under the Rehabilitation Act of 1973 on recipients
of disability payments under titles II and XVI of the Social Security
Act. The study shall examine the relationship between the vocational

P.L 95--60825
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rehabilitation services provided under the Rehabilitation Act of 1973
and the programs under sections 2"22 and 1615 of the Social Security
Act, and shall include-

"(1) an analysis of the savings in disability benefit payments
under titles II and XVI of the Social Security Act as a result of
the provisions of vocational rehabilitation services under the Re-
habilitation Act of 1973;

"(2) a specification of the rate of return to the active labor force
by recipients of services under sections 222 and 1615 of the Social
Security Act;

"(3) a specification of the total amount of expenditures, in the
five fiscal years preceding the date of submission of the report, for
vocational rehabilitation services under the Rehabilitation Act of
1973 and under sections 222 and 1615 of the Social Security Act,
and recommendations for the coordinated presentation of such
expenditures in the Budget submitted by the President pursuant
to section 201 of the Budget and Accounting Act, 1921; and

"(4) recommendations to improve the coordination of services
under the Rehabilitation Act of 1973 with programs under sections
222 and 1615 of the Social Security Act, including recommenda-
tions for increasing savings in disability benefits payments and
the rate of return to the active labor force by recipients of services
under sections 22-2 and 1615 of the Social Security Act.".

SPECIAL STUDY CONCERNING DISINCENTIVES TO EMPLOYMENT

SEC. 403. Tn consultation with appropriate Federal departments and
agencies, the Secretary shall conduct a study of possible ways to
structure Federal programs providing benefits to handicapped in-
dividuals in order to eliminate any disincentives for individuals re-
ceiving benefits under such programs to obtain and continue in em-
ploymflent. Upon the completion of such study, but not later than
twenty-four months after the date of enactment of this Act, the Secre-

.tary shall submit the results of such study, together with such recom-
mendations as the Secretary deems appropriate to the President and
the Congress.

Excerpt From Public Law 96-88

SHORT TITLE; TABLE OF CONTENTS

SEcTION 1. This Act may be cited as the "Department of Education
Orgapization Act".

P.L. 95-60 926
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REDESIGNATION

* SEc. 509. (a) The Department of Health, Education. and Welfare is
hereby redesignated the Department of Htealth and H umiman Serviceg,
and the Secretary of IIealth. Education, and Walfare or any otl.er
official of the I)epartmnent of Health, Education. and Welfare is
hervby redesiguated the Secrntary or official, as appropriate, of Health
and Human Services.

(b) Any reference to the Departna, nt of Health. Education. and
Welfare. the Secretary of Iealth. Education, and W\elfare. or any
other otticial of the D)epartnent of health. Education. and Welfare in
any law, rule, regulation. certificate, directive, instruction. or other
otlicial paper in force on the effective date of this Act shall i1W deenled
to refer and apply to the D)epartment of Health and Hlumian Services
or the Secretary of Health an'ld Hlunan Services. respectively. except
to the extent stich reference is to a function or office transferred to
the Secretary or the D)epartmnent. under this Act.

Excerpt From Public Law 96-178--Jan. 2, 1980

WI N CREDIT

* SE&. 3. (a) (1) Section 5011 of the Internal Revenue (Code of 1954 is
amended by redesignating subsection 0i) as subsection (j) and by
adding after sublsction (h) the following new subsection"

"(i) SPECIAL RULES WITH RF-EPET Tro EMI'IIYMENT 1*' DAY ('.A\i:
WVRKERS.-

"'(1) ELIGIBLE EMI'LOYEE.--An individual wlho would be an
"eligible ein)ioyee" (as that, termn is dItefined for puirpo.-,s of this
section) except for the fact that such individual's emiployiiient. is
miot. on a substantially full-time basis, shall be deemed to be an
eligible employee as so defined. if such enuployees employment.
coiLsi..,ts of services performed in connection with a chill (lay care
program of the taxpayer, on either a full-time or part-time basis.

"(2) ALTERNATIVE LIMITATION WVITIL ,,ESET TO"1 (hICILD DAY CARE
SERVIC ES ELIGIBLE EM31PLoYEEs.-•'he amount of the rei'lit. allowed
a taxpayer under the preceding provisions of this section with
respect to work incentive program expen.ss paid or incurreld Iby
hiin with respect to an eligible employee whlo.se se-trvices are
performed in connection witlh a child day care services program
conducted by the taxpayer shall, at the elect ion of the taxpayer,
be determined by including (in computing the amount. of such
expenses so paid or incurrled boy hin ) any amount with e'spect. to
such employee for which le was reintiA-rd from funds iuladle
available pursuant to actionn 3(c) of Public Law 94-401 or section
2007 of title XX of the Social Security Act. except that, if the
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total amount of such credit, as so computed, plus such amount re-
imbursed to him under such sections, exceeds the lesser of $6,000
or 100 percent of the total expenses paid or incurred by him with
respect to such employee, the amount of such credit shall be
reduced (but iot below zero)so -as to provide that such total does
not exceed the lesser of $6,000 or 100 percent of the total exln~ses
paid or incurred by him with respect to such employee.".

(2) The amendment made by paragraph (1) shall become effective
on the date of the enactment of this Act, and shall apply with reespect
to taxable years beginning after December 31, 19)78. and before Jan-
uary 1, 1980.

(3) Section 50B(a) (2) (B) of thie Internal Revenue Code of 1954 as
in effect prior to an:endinent by the Revenue Act of 1978 is amended,
effective October 1, 1978, by striking out "October 1. 1978'" and
inserting in lieu thereof "January 1. 1979".

Excerpt From Public Law 96-222

SECTION L SHORT TITLE, ETC.

(a) SHORT TITL.-This Act may be cited as the "Technical ('orrec-
tions Act of 1979".

SEC 103 AMENDMENTS RELATED TO TITLE III.
(a) (7)() * * *

(C) FEDERAL WELFARE RECIPIENT EMI'LTAWMENT INCENTIVE EX-

PExSES.-Effective with respect to wages paid or incurred after
September 30, 1978, and before January 1, 1979, subpar-agraph (1)
of section 50B(a) (2) (relating to work incentive prograni expenses).
as in effect before the ainendiuents Inade lby section 322 of the Revenue
Act of 1978, is amended by striking out "October 1. 1978" and insert-
ing in lieu thereof "January 1, 1979".

Excerpts from Public Law 96-223

SECTION 1. SHORT TITLE; AMENDMENT OF 1954 CODE; TABLE OF CON-
TENTS.

(a) SHOirr TiTLE.-This Act may be cited as the "Crude Oil Wind-
fall Profit Tax Act of 1980".

SEC. 102. ALLOCATION OF NET REVENUES FROM WINDFALL PROFIT IS

TAX TO CERTAIN USES.

(a) SEPARATE ACCOUNT IN TREASURY EsTBLISH..--The net rev-
enues from the windfall profit tax for each fiscal year beginning after
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September 30, 1980, and before October 1, 1990, are hereby allocated
* for accounting purposes to a separate account in the Treasury to be

known as the Windfall Profit Tax Account (hereinafter in this section
referred to as the "Account").

(b) SP~cu'r Usu rox AMOUNTS IN THE AccoUwr.-
(1) BAsIC NET REv-,Eum.-In the case of the amount of basic

net revenues allocated to the Account for r.ny fiscal year, there
shall be a further allocation to subaccounts for the following uses:

Use for: Percent
Income tAx reductions ------------------------------------- 60
Low-income assistance -------------------------- 2b
Energy and transportation programs -------------------- 15

(2) ADDITIONAL NET REVENUEs.-In the case of the amount of
additional net revenues allocated to the Account for any fiscal
year, there shall be a further allocation to subaccounts for the
following uses:

Use for: Percent
Income tax reductions --------------------------- 66%
Low-income assistance -------------------- 38

(3) SPECIAL RULE FOR LOW-INCOME ASSISTANCE FOR 1982 AN"

SUBSEQUENT Ywis.-In the case of any amount allocated under
paragraph (1) to the subaccount for low-income assistance for the

* fiscal year beginning October 1, 1981, or any subsequent fiscal
year-

(A) 50 percent shall be allocated to a program to assist
AFDC and SSI recipients under the Social Security Act, and

(B) 50 percent shall be allocated to a program of emer-
gency energy assistance.

(c) NET REVEyuES DEFNED.-For purposes of this section-
(1) IN GENERAL.-The term "net revenues of the windfall profit

tax" means, for any fiscal year, the amount which the Secretary
estimates to be the excess of-

(A) the gross revenues from the tax imposed by section
4986 for the fiscal year, over

(B) the sum of-
(i) the refunds of and other adjustments to such tax

for such fiscal year, plus
(ii) the decrease in the income taxes imposed by

chapter 1 resulting from the tax imposed by section
4986.

For purposes of subparagraph (A), tziere shall not be taken into
account any revenue attributable to an economic interest in crude
oil held by the United States.

(2) BASIc NET REvENUES.-The term "basic net revenues" means
the estimated net revenues which would result for any period
under the assumptions for such period which were made in enact-
ing the Crude Oil Windfall Profit Tax Act of 1980.
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(d) PB•mzwE To PJioposz ALLocATON op Nzr Rzvrzwzs-
(1) IN GENRF-AL-The President shall propose for each fiscal

year to which this section applies an allocation of the net revenues
among the uses set forth in subsection (b).

(2) TINZ AND AN~NE FoR PitPosiNo.--Except for the fiscal
year beginning October 1, 1980, the proposal for each fiscal year
shall be contained in the annual budget for such fiscal year. The
proposal for the fiscal year beginning October 1, 1980, shall be
submitted by the President within 90 days after the date of the
enactment of this Act.

(e) Rw•owr-The Secretary of the Treasury shall report to the
Congress not later than January 1 of 1982 and of each calendar year
thereafter before 1992-

(1) the net revenues derived from the windfall profit tax for the
fiscal year ending on September 30 of the preceding year, and

(2) the actual disposition for such fiscal year of such revenues
among the uses specified in subsection (b).

TITLE III-LOW-INCOME ENERGY ASSISTANCE

SHORT TITLE

SEC. 301. This title may be cited as the "Home Energy Assistance
Act of 1980".

STATEMENT OF FINDINGS AND PURIPSE

SEc. 302. (a) The Congress finds that-
(1) recent dramatic increases in the cost of primary energy

sources have caused corresponding sharp increases in the cost of
home energy;

(2) reliable data projections show that the cost of home energy
will continue to climb at excessive rates;

(3) the cost of essential home energy imposes a disproportion-
ately larger burden on fixed-income, lower income, Pid lower
middle income households and the rising cost of such energy is
beyond the control of such households;

(4) fixed-income, lower-income, and lower-middle-income
households should be protected from disproportionately adverse
effects on their incomes resulting from national energy policy;

(5) adequate home heating is a necessary aspect of shelter and
the lack of home heating poses a threat to life, health, or safety;

(6) adequate home cooling is necessary for certain individuals
to avoid a threat to life, health, or safety;

(7) low-income households often lack access to energy supplies
because of the structure of home energy distribution systems and
prevailing credit practices; and
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(8) assistance to households in meeting the burden of rising
energy costs is insufficient, front existing State and Federal
sources.

(b) It is the purpose of this title to make grants to States to provide
assistance to eligible households to offset the rising costs of home
energy that are excessive in relation to household income.

DEFINITIONS

SEc. 303. As used in this title--
(1) "household" means any individual or group of individuals

who are living together as one economic unit for whom mesiden-
tial energy is customarily purchased in common or who make
undesignated payments for energy in the form of rent;

(2) "home energy" means a source of heating or cooling in
residential dwellings;

(3) "lower living standard income level"' means the income
level (adjusted for regional. metropolitan, and nonniet.ropolitan
differences and family size) determined annually by the Secre-
tary of Labor based upon the most. recent "lower living standard
family budget" issued by the Secretary of Labor;

(4) "Secretary" means the Secretary of Health, Education, and
Welfare; and

(5) "State" iueans each of the several States and the District
of Columbia.

HOME ENERGY GRAN'Tg AlTIIORIZED

SEc. 304. (a) The Secretary is authorized to make grants, in ac-
cordance with the provisions of this title, to States on behalf of eligible
households to assist such households to meet the rising costs of home
energy.

(b) There are authorized to be appropriated $3,000,X0,00t0 for the
fiscal year 1981 to carry out the provisions of this title.

(c) For the purpose of affording adequate notice of assistance avail-
able under this title, appropriations under this title are authorized to
be included in an appropriation Act for the fiscal year preceding the
fiscal year for which they are available for obligation. Funds appro-
priated under subsection (b) of this section shall remain available
until expended.

ELIGIBLE HOUSEHOLDS

Swc. 305. (a) Eligible household means any household which the
State determines is-

(1) a household in which one or more individuals are eligible
for (A) aid to families with dependent children under the State's
plan approved under part A of title IV of the Social Security Act
(other than such aid in the form of foster care in accordance with

P,.L 99-22i831
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section 408 of such Act), (B) supplemental security income pay-
ments under title XVI of the Social Security Act, (C) food
stamps under the Food Stamp Act of 1977, or (D) payments under
section 415, 521. 541, or 542 of title 38, United States Code (relat-
ing to certain veterans' benefits) ; and

(2) any other household with an income equal to or less than
the lower living standard income level as determined pursuant to
subsection (c) of this section.

(b) Notwithstanding clause ( 1) of subject ion (a). a household which
is eligible for supplemental security income payments under title XVI
of the Social Security Act, but not eligible under subsection (a) (1)
(A), (C), or (D) of this section. shall not be considered eligible for
home energy assistance under this title if the eligibility of a house-
hold is dependent upon-

(1) an individual whose, annual supplemental security income
benefit rate is reduced pursuant to section 1611 (e) (1) of the Social
Security Act by reason of being in an institution receiving
payments (under title XIX of that Act) with respect to that
individual,

(2) an individual to whom the reduction specified in section
1612(a) (2) (A) (i) of that Act applies, or

(3) a child described in section 1614(f) (2) of that Act (who is
living together with a parent or the spouse of a parent).

(c) In verifying income eligibility for the purpose of clause (2) of
subsection (a), the State shall apply procedures and policies consist-
ent with procedures and policies used by the State agency administer-
ing programs under part A of title IV of the Social Security Act.

ALLOTMENTS

SEC. 306. (a) (1) From 95 per centum of the sums appropriated
pursuant to section 304(b) for the fiscal year 1981, the Secretary shall
allot to each State an amount which bears the same ratio to one-half
of such 95 per centum as the aggregate residential energy expendi-
ture in such State bears to the aggregate residential energy expendi-
ture for all States.

(2) From 95 per centum of such sums, the Secretary shall allot to
each State an amount which bears the same ratio to one-half of such
95 per centum as the total number of heating degree days in such
State squared; multiplied by the number of households in such State
having incomes equal to or less than the lower living standard income
level, bears to the sum of such products for all States

(3) (A) If the allotment for any State determined under paragraphs
(1) and (2) of this subsection is less than $100,000,000, the allotment
of such State shall, subject to paragraphs (6) and (8) of this subsec-
tion, be the greater of its allotment as so determined under paragraphs

P.L. 96-223 832
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(1) and (2) or the product of the total amount available for allotment
* under paragraphs (1) and (2) of this subsection and such State's

alternative allotment percentage.
(B) If the allotment for any State determined under paragraphs

(1) and (2) of this subsection is equal to or more than $100,000,000, the
allotment of such State shall, subject to paragraphs (6) and (8) of this
subsection and subparagraph (C) of this paragraph, be, the greater of
its allotment as so determined under such paragraphs (6) and (8) or
the product of the total amount available for allotment under para-
graphs (1) and (2) of this subsection and such State's alternative
aflotment percentage.

(C) There is authorized to be appropriated amounts not in excess of
$90,000,000 for the fiscal year 1981 for the additional amounts to be
allocated pursuant to subparagraph (B) of this paragraph.

(4) The alternative allotment percentage for any State shall be
equal to (A) the percentage of 95 per centum of the total amount
appropriated for the fiscal year pursuant to section 304(b) which the
State would receive if its allotment were increased from the
$25,000,000 authorized under this subsection to the extent necessary
(as determined by the Secretary on the basis of what he determines to
be the best available information) so that, if such allotment were
divided in a manner such that. the amount for all recipient house-
holds in such State consisting of only one individual were equal, and
the amount for all other recipient households in such State were
equal to 150 per centum of such amount for a one-individual house-
hold, sufficient additional amounts would be available to assure that
the amount for each recipient household would be at least $120, or,
unless the percentage determined under subparagraph (A) would be
higher. (B) the percentage of 90 per centum of the total amount
authorized to be appropriated for fiscal year 1981 under section 304(h)
which would be allotted to such State if-

(i) of such 90 per centum (I) fine-half was allotted to each
State according to the ratios determined under paragraph (1) of
subsection (a) of this section and (II) one-half was allotted to
each State according to the ratios which would be determined
under paragraph (2) of such subsection (a) if. for purposes of
such paragraph, the word "squared" were deleted and the term
"lower living standard" were defined as 125 per centum of the
poverty level as determined in accordance with the criteria estab-
lished by the Office ef Management and Budget; and

(ii) the allotment of each State as determined under subdivi-
sion (i) were increased to the extent necessary (as determined by
the Secretary on the basis of what he determines to be the best
available information) so that, if such allotment were divided in a
manner such that the amount for all recipient households in
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such State consisting of only one individual were equal, and the
amount for all other recipient households in such State were
equal to 150 per centum of such amount for a one-individual
household, sufficient additional amounts would be available to
assure that the amount for each recipient household would he at
least $120.

There are authorized to be appropriated $25,000,000 for the fiscal
year 1981 for the additional amounts to be allocated to States
pursuant to the application of subparagraph (A) of this paragraph. In
the event that the aggregate of such additional amounts would
exceed the amount appropriated under the preceding sentence, the
additional amount applicable to each State shall be reduced on a pro
rata basis.

(5) For purposes of this subsection, the term "recipient household"
m~ean&--

(A) a household that is an eligible household under section 3(i)
of the Food Stamp Act of 1977 and participates in the food stamp
program, but which is not a recipient household under subpara-
graph (B) or (C) of this paragraph;

(B) a household that contains any individual who receives aid
to families with dependent children under a State. plan approved
under part A of title IV of the Social Security Act, but which is
not a recipient household under subparagraph (C); and

(C) a household that contains an individual who is an eligible
individual or eligible spouse receiving supplemental security
income benefits under title XVI of the Social Security Act, or an
individual receiving payments from the Secretary under an
agreement entered into by the Secretary under section 1616 of
such Act or section 212 of Public Law 93-66.

For purposes of subparagraphs (B) and (C) the term "household"
shall be defined by the Secretary, and shall not include an institution.

(6) The allotment of any State shall be increased under paragraph
(3) of this subsection only if the increase is attributable in whole or
part to the provisions of subparagraph (A) or (B) (ii) of paragraph
(4).

(7) If the allotment for any State determined under paragraphs (1)
and (2) of this subsection (without the application of paragraph
(8)), is less than the lower of-

(A) the amount which would be allotted to such State if "one-
half" in paragraph (1) of this subsection were replaced by "one-
quarter" and "one-half" in paragraph (2) of this subsection were
replaced by "three-quarters"; or

(B) the amount *hich would be allotted to such State if the
word "squared" in paragraph (2) of this subsection were deleted,

then the allotment of such State shall, subject to paragraph (8) of
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this subsection, be increased to the lower of the allotment it would
* receive under subparagraph (A) or (B).

(8) The allotments for any fiscal year determined under paragraphs
(1) and (2) of this subsection which are not increased pursuant to
paragraphs (3) (A) and (7) of this subsection shall be. adjusted to the
extent necessary and on a pro rata basis to assure that the total of
such allotments when added to the allotments which are increased
pursuant to paragraphs (3) (A) and (7) of this subsection do not
exceed the sunm of (A) 95 per centurn of the sums appropriated for
such fiscal year pursuant to section 304(h) plus (B) the amount
appropriated pursuant to the authorization in paragraph (4).

(9) If the amount appropriated for fiscal year 1981 is less than the
sum of $3,000,000,000 plus such additional amounts as are necessary
to carry out paragraphs (3) arid (4), then each State's allot ment shall
be determined on the basis of an appropriation of such sum and shall
be reduced on a pro rata basis as necessary.

(b) (1) From the remainder of the sums appropriated pursuant to
section 304(b) for each fiscal year. the Secretary shall-

(A) first reserve $2,300,000 to be apportioned on the basis of
need between the Commonwealth of Puerto Rico, Guam, Ameri-
can Samoa, the Virgin Islands, Northern Mariana Islands, and
the Trust Territory of the Pacific Islands, and

(B) then transfer to the ,Director of the. Community Services
Administration $10O.0O(*,(K00. subject to the provisions of the
second sentence of this paragraph for carrying out energy crisis
related activities under section 222•(a) (5) of the Economic Oppor-
tunity Act of 1964.

The. percentage of the amount transferred under subparagraph (B) of
this paragraph and available for use in each State shall be the same
percentage as the percentage allotted to such State under this section
for the total amounts available for allotment to States under subsec-
tion ta) of this section. Twenty per centum of the total amount trans-
ferred under subparagraph (B) may be utilized without regard to the
requiteinents of the preceding sentence.

(2) Each jurisdiction to which paragraph (1) (A) applies may re-
ceive grants under this title upon an application submitted to the
Secretary containing provisions which describe the programs for
which assistance is sought under this title, and which are consistent
with the requirements of section 308(b) of this title.

(3) (A) (i) The remainder of the sums appropriated pursuant to
.section 304(b) shall be distributed for home energy assistance pro-
grams in accordance with the provisions of this subparagraph. The

* Secret'kry shall make incentive grants to States to pay a Federal
share of incentive fuel assistance programs for residential energy
costs established by any State to serve the same population as the
population eligible under this title.

835 P.L. 96--22



Revised July 1980

(ii) No grant may be made under this subparagraph unless the
State makes an application to the Secretary containing such provi-
sions which the Secretary deems necessary and "ihich describes the
State program for which assistance is sought under this subpara-
graph.

(iii) The Federal share for any fiscal year for Federal assistance
under this subparagraph shall not exceed 25 per centum.

(B) That part of the remainder of the sums appropriated pursuant.
to section 304(b) which is not required to carry out the provisions of
subparagraph (A) of this paragraph shall be distributed by the
Secretary in accordance with the allocation formula contained in
subsection (a) of this section.

(4) (A) From the sums appropriated pursuant to section 304(b) and
made available under paragraph (1) (B) of this subsection, the Direc-
tor shall reserve a sum not to exceed $3,000,000 in each fiscal year for
outreach activities designed to assure that eligible households with
elderly members are made aware. of the assistance available under
this title. The Director shall enter into agreements with national
aging organizations to carry out the provisions of this subparagraph.

(B) No payment may be made by the Director under this paragraph
to any national aging organization unless the Director determines
that such outreach activities will be coordinated with State outreach
activities required under section 308 (b) (16).

(c) The portion of any State's allotment under subsection (a) for a
fiscal year, which the Secretary determines will not be required for
the period such allotment is available for carrying out the purposes of
this title, shall be available for reallotment from time to time, on such
dates during such period as the Secretary may fix, to other States
based on need and ability to expend the funds consistent with the
provisions of this title and taking into account the proportion of the
original allotments made available to such States under subsection
(a) for such year, but with such proportionate amount for any of such
other States being reduced to the extent it exceeds the sum which the
Secretary estimates such State needs and will be able to use for such
period for carrying out such portion of its State application approved
under this title, and the total reduction shall be similarly reallotted
among the States whose proportionate amounts are not so reduced. In
carrying out. the requirements of this subsection the Secretary shall
take into account the climatic conditions and such other relevant
factors as may be necessary to assure that no State loses funds
necessary to carry out the purposes of this title. Any amount
reallotted to a State under this subsection during a year shall be
deemed part of its allotment under subsection (a) for such year.

(d) (1) Any allocations to a State may be reallocated only if the
Secretary has provided thirty (lays advance notice to the chief
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executive and to the general public. DIuring such Ix-rio( comments
* may be submitted to the Secretary.

(2) After considering ally comments sulbmitted dii ring such pxeriom.
the Secretary shall notify the chief executive of any decision to
reallocate funds, and shall publish such decision in the Federal
Register.

(e) The aggregate residentiaI energy expelndit tire for each State anldI
for all States shall be le~teriined Ilby the Secretary after consulting
with the Secretary of Energy.

(f) The allotments made under this Aection shall I*- minade on the
basis of tihe latest reliable data available to the Secretary.

(g) (J ) In any State in which the Secretary deteruimines (after hav-
ing taken into account the amount of funds available to thie State)
that the members of an Indian tribe air not receiving benefits under
this title that are. equivalent to benefits provided to other households in
the State, and if the Secretary further dletermines that the InemuN.r'

of such tribe would be be-tter served by means of grants muiadle ,Iirectly
to plrovide such benefits, the Secretary shall reserve from :suims that
would otherwise be allotted to such State not less than 10m) per
centum of an amount which bears thie same ratio to the State's
ali,>tment for the fiscal year involved as the population of all eigtible
Indians for whol a determination mintls-r this paragraph has been

* made bears to thevopulat.ion, of all eligible nouseholhs in such State.
(2) The sums reserved by the Secretary on the basis of a determina-

tion under this subswction shall Ie gr':anted to the trial organization
serving the individuals for whom such a, determination has bxeen
made, or where there is no tribal organization, to such other entity as
the Secretary determines has the capacity to provide assistance
pursuant to this title.

(3) In order for a tribal organization or other entity to lxe eligible
for an award for a fiscal year under this subsection, it. shall submit to
the Secretary a plan for such fiscal year which meets s.ich criteria as
the Secretary may prescribe by regulation.

USES OF HOME ENERGY GRANTS

SEc. 307. Graitst for fiscal year 1981 tinder this title may be ti..,d for
home energy assistance in accordance with plans approved under
section 308.

STATE PLANS

SEc'. 308. (a) Each State desiring to receive a home energy gralnt.
under this title shall submit a State plan to the Secretary, at such
time, in such manner. and containing or acconipaniem by such

* information as the Secretaryl deems necessary.
(b) Each such State plan shall-
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(1) be submitted in aceorda nee with thie pyr'xedures, time tables,
and standards established by the Secretary pursuant to subsec-
tion (d) (4) of this section;

(2) designate an agency of the State to be determined by the
chief executive to administer the program authorized bv this title
ahd describe local administrative arrangements;

(3) provide for a State program for furnishing home energy
assistance to eligible households through payments made in
accordance with the provisions of the plan, to--

(A) (i) home energy suppliers,
(ii) eligible households whenever the chief executive deter-

mines such payments to be. feasible, or when the eligible
household is making undesignated payments for ris-ing
energy costs in the form of rent. increases, or

(;ii) any combination of home energy supplier and eligible
household whenever the chief executive determines such pay-
ments to be feasible, and

(B) building operators, in housing projects established
under sections 221 (d) (3) and 236 of the National Housing
Act of 1968, section 20-2 of the Housing Act of 1959, section
515 of the Housing Act of 1949, low rent housing established
b~y the United States Housing Act of 1937, and section 8 of the
Housing Act, of 1974, and State and local government-
operated projects in an aggregate monthly amount com-
puted on the basis of the number of eligible tenants making
undesignated energy payments in the form of rent times of
quotient of the exact costs of residential fuel costs paid as an
undesignated part. of rent divided by the number of tenants,
the amount of such monthly quotient not to exceed a ceiling
amount per eligible tenant as determined under regulations
by the Secretary annually to be comparable to the amount
established for other eligible households, if such operators
give assurances to the State that tenants eligible for assist-
ance under this title are not discriminated against, with
respect to rent;

(4) describe with particularity the procedures by which eligi-
ble households in thei State are identified and certified as
participants;

(5) describe energy ti:age and the average cost of home energy
in the State identified by the type of fuel and by region of the
State;

(6) describe the amiot nt of assistance to be provided to or on
behalf of participating households assuring (A) that priority is
given to households with lowest incomes and to eligible house-
holds having at least one elderly or handicapped individual, and
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(B) that the highest level of assistance is provided to house-
holds with the lowest incomes and the highest energy costs in
relation to income, taking into account-

(i) the average home, energy expenditure,
(ii) the proportional burden of energy costs in relation to

ranges of income,
(iii) the variation in degree days in regions of the State in

any State where appropriate, and
(iv) any other relevant consideration selected by the chief

executive including provisions for payment levels for house-
holds making undesignated payments in the form of rent;

(7) provide, in accordance with clause (3) (A), for agreements
with home energy suppliers under which-

(A) the State will pay on a timely basis by way of regular
installments, as reimbursements or a line of credit, to the
supplier designated by each participating household the
amount of assistance determined in accordance with clause.
(6) and shall notify each participating household of the
amount of assistance paid on its behalf;

(B) the home energy supplier will charge the household
specified in subclause (A). in the normal billing process, the
difference between the actual cost of the home eiLergy and
the amount of the payelent made by the State under this
title;

(C) the home energy supplier will provide assurances that
the home energy supplier will not discriminate against any
eligible household in regard to terns and conditions of sale,
credit, delivery and price; and

(D) subject to such subsection (f) of this section the home
energy supplier will provide assurances that any agreement
entered into with a home energy supplier under this clause
will contain provisions to asure that no household receiving
assistance under this title will have homec energy terminated
unless-

(i) the household has failed to pay the amount charged
to such household in accordance with subelause (B) for
at least two months,

(ii) the household receives a written termination
notice not less than thirty days prior to the termination,
and

(iii) the household is afforded, in a timely fashion
before termination, an opportunity for a hearing by an
agency designated by the State;

unless the supplier is located in a State in which the
termination policy contains provisions for a longer grace
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jxriod. or notification period. than that described in this
clause:

(8) provide for the direct lmAynent to households to which
subelau.ss (A)(ii) and (] ii) of clause (3) applies;

(9) provide for ulblic ll articilpatiof ill the deVeloI)lent of the
plan;

(10) provide a.-suran.es that the State will treat owners and
renters equitably under tile iprograil assisted under this title:

(11) provide that-
(A) the State may ume for planning and administering the

plan an amount of the funds received iby such State under
this title not to exceed 5 )per centum of the cost of carrying
out the plan except that-

(i) upon proof of tnmm.-ial circumstances and upon
application to the Secretary, the State may use an
additional amount for planning and administering the
plan not to exceed 21 . per centuin of the cost of carrying
out the plan. and

(ii) in no case aitv the Fedehral shlir of the cost of
planning anI admiinistering tile plan ixceed -,lj per
centuim of such cost. and

(B) the State will pay fromt non-Federal .ource. the re-
naiainnr costs of planning and tile au.inl ilt r , iii l11141i
will not use Federal fundIs for such re,,mining 'o,.-Nts*

(12) describe the anlininistrative procedlures to be u.s(! in
carrying out the plan;

(13) provide an opportunity for a fair hearing Ibefore tihe State
agency designated under claus.,e (2) to any indiiOiluai whose claim
for assistance under the plail is dIenied or is not acted ulpon with
reasonable prom ptness;

(14) provide that. of tie fumds the State receives for etacll fiscal
4Year. the State may reserve 3 per centum of the funds to be
available for weather related and supply shortage emergencies.
and if the State re.-erves smch funds, the plan shall identify-

(A) the procedures for planning for '.uch elemergencies.
(B) the administrative procedures designating the emll er-

gency and implementing an emergency plan.
(C) the procedures for determlining the assistance to he

provided in such emergencies. and
(D) the procedures for the use of the funds under this

clause for the purposý,s of this title in the event, that. thert-
are no emergencies;

(15) provide assurance that there will be. to the maximum
extent possible, referral of individutls to, and coordination with.
existing Federal, State. and local weUtherization and energy
conservation efforts:
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(16) provide for outreach activities designed to assure that all
* eligible households, particularly households with elderly or

handicapped individuals, households with individuals who are
unable to leave their residences, households with migrants.
households with individuals with limited English proficiency,
households with working poor individuals, households with chil-
dren, and households in remote areas, are aware of the assistance
available under this title by using community action agencies,
area agencies on aging, State and local welfare agencies, volun-
teer programs carried out under the Domestic Volunteer Service
Act of 1973, and other appropriate agencies and organizations
within the State including home energy suppliers. together with
provisions for the reimbursement of such agencies, from adminis-
trative funds, for outreach and certification activities;

(17) establish procedures for monitoring the assistance pro-
vided under the plan including monitoring and auditing any
agreements entered into under clause (7) of this subsection and
describe the documentation to be required of energy suppliers
concerning energy supplied to eligible households;

(18) provide assurances that, the State will not reduce regular
benefit levels, from the levels of such benefits as of February 26.
1980, in existing federally assisted cash assistance, programs.
except that in a State which increases such programs solely for
the purpose of energy a~sistance. such increase shall not. be con-
sidered a part of the regular program for the purposes of this
paragraph;

(19) provide that fiscal control and fund accounting procedures
will be established as may be nece. sT to assure the proper dis-
persal of and accounting for Federal funds paid to the State
under this title;

(20) provide that reports will be furnished in such fc :m and
contain such information as the Secretary may reasonably
require, particularly for the carrying out of provisions of section
309; and

(21) provide assurances in the case described in section 305(a)
(2) that the State will not establish any standards of eligibility
uider this title ba.ed on an assets test which counts cars, house-
hold and personal belongings, or primary residences and in the
case of a household which the State determines to be eligible under
section 305 (a) (1), no such test will be established under this title.

(c) The State is authorized to make grants to eligible households to
meet the rising costs of cooling whenever the household establishes
that such cooling is the result of medical need pmrsumant to standards
established by the Secretary.
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(d) (1) The Secretarv shall approve any State plan, or modification
thereof, that meets the requirements of sub.sections (i) and (c) and
shall not finally disapprove. in whole or in part. any plaIi. or any
notification thereof, for assistance under this title wit hout first
affording the State reasonable notice and opportunity for a hearing
within tile State. Whenever the Secretary di.salpprov'es a plan the
Secretary shall, on a timely basis, assist tile State to overcome the
deficiencies in the plan.

(2) Where tile Secretary deterini-es-thlat a waiver is likely to assi-4
in promoting the objectives of this title, the Secretary may waive'
compliance with any of the requirements of sui,.lz&ction (b) to the
extent, and for the period the Secretary' finds necessary to enable an."
such State to carry oit tile program as.-sisted under thlli., title.

(3) Th, Secretary slall carry out tli' functions of the Secre'tary
under this section promptly.

(4)The Secretary. as ,,oon aas possible after tin' (late of enlctlutwnt of
this title, shall establis.h criteria and stanodlris for the State{ plan
requirements under subections (1h) and ( C) of this set-on. together
with tinetables for carrying ouit tile plan.

(e) Any State which makes aolvaim,'s available for activities rIelat-
ing to the develolmient of a State plail anil for other activities zu1ider
this title in substantial conplial'ce with an aippro'ved State. plan 1tay
be reimbursed for such advalanves frou tilth allocation tmade to that
State under section 30)6;(a) wheln fimdls are aI)l)rolpriatted to carry out
the l)ovisiolis of this title.

(f) A State agenr(' Ilay ('X('lzil)t sitiall l]omite eni(qUtr 1.yIli(rs fro1i
the requirements of subsection (41,) (7) (1)). of this sectimn if tile M;tate
aigenicy (leternlines thlat compliante with stich :imbection, will .evi-
ously jeopardize the ability of tilt snall ]hoime energy supplier i,)
conduct such bIsiine...

(g) A State 1nyV Ilse fulids available 111lder this tithl for tile urpose
of providing credits against Staite tax to Cilergy .tl~l~li('F. who sui~ply
s.uch energy at reduceil rates to lower imcomt'e lomuswlolds. but such
credit may not excet'e tiln amount of the loss of revenue to such
:ulpplier on account of such redtluced mate. Any certifications for such
tax credits shall e- mitade by the State. but such State may utilize
Federal d(ata available to) .-sch State with re:j)ect to recipients of
supplemental security income' benefits if timely delivery of lknefits
to eligible households and suppliers will not be impeded by the
implementation of such plan.

(h) At the option of the State. any wrtion of such State's allotment
may 1e reserved by the Selietary f "he purpose of making direct
payments to eligible households (except for individuals described in
section :105(b) (1). (2), and (3)) containing aI recipient of sul)le-

mental security income ]t benefits under title XVI of the Social Security
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Act, for home energy assistance in accordance with guidelines i.N-tued
by the Secretary.

(i) At. the option of the State. paymiients described in sulbsection (hb)
of this sAction imav be made. without limitation, in the form of a duly
issued coupon. stamp, or certificate.

U N II"RM DATA COLLEcTION

St:,'. 309. (a) The Secretary. after consultation with thie Secretary of
Energy. shall establish uniform standards for data collection which
shall be usAed by States in all reports required under this title.

(b) (1) The standards established by the Secretary i(iter this sec-
tion shall apply to (A) information concerning lioin,, enii(lrgy co.lsilinlp-
tion. (B) the cost and type of fuels use-d, (C) the type of fuel used by
various income groups, (D)) the inmliber and in'onue levels of houSe-
holds assisted by this title, and ( E) any other information which the
Secretary determines to !w reasonably Iuc4,"a"" to carry out the
provisions of this title.

(2) In carrying out this -Action. the Secretary hallal analyze infor-

miation supplied by tle Secret'tar* y of Energy onit the price strul'ctulre of
various types of fuel. particularly the iiclva.es ill Such price st'rie-

O ture as it relates to the financial a.-,ist amice provided uulnder this title.
V (c) The Seret~lttary shall report annullyll3 to ( 'mngret.ss 'onter'ning (lata

collected under subl.section (b).

PAYMENTS

SEc. 310. (a) Fromt the aniount allotted to each State plUl',,:iant to
section 306, the Secretary shall pay to tle State which has an applica-
tion approved under sA-ct.ion 308- an amount equal to the amount
needed for the purposes .,et forth in the State plan.

(1)) Payments under this title may be made in installments in
advance or by the way of relbui.-,selitnt. with necessary adjustments
on account of overpayments and underpaynients.

SEc. 311. Whlenev'er the Secretary, after reasonable notice and
opportunity for hearing within the State to any State, finds that
there has becen a substantial failure to comply with any provision set
forth in the State plan of that State approved under section 308, the
Secretary shall notify the State that further payments will not be

* itmade tinder this title until the Secretary is satisfied that there is no
longer any such failure to comply. Until the Secretary is so satisfied,
,to further payments shall be. made under this title.
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ICIIMINAL PENALTIES

SEc. 312. Whoever violates provisions of this title or whlo knowingly *
provides false information in any report required minder this title
shall be fined not. more than $10(A)0) or inprisAned not more than five
years or both.

Ai)MIN ISTRATION

SEC. 313. (a) (1) The Secretary may delegate any functions under
this title, except the making of regulations, to any officer or
empl'ee of the D)epartment of 1Health. Education. and Welfare.

(2) The Secretary shall issue regulations under this title. within
sixty days after the late of enactment of this title.

(b) In administering the provisions of this title, the Secretary is
authorized to utilize the services and facilities of any agency of the
Federal Govermnent and of any other public agency or institution, to
the extent such services and facilities are otherwise authorized to be
made available for such purpose. in accordance with appropriate
agreements, and to pay for such -ervices either in advance or by way
of reimibursement as may be agreed upon.

(c) (1) Notwithstanding any other provision of law. the amount of
any fuel assistance payments or allowances j)rovided to an eligible
household under this title .hall not be, co''idlered income or resources
of such household (of any member t lhereof ) for any pulrpose under any
Federal or State law. including any law relating to taxation. public
assistance or welfare program.

(2) Section 5(d) of the Foodi Stanp Act of 1977 is tien(led t)y
striking out "'and ( 0))" andI insert ing in lieu thereof the following:

"'(1() during fiscal year 1981. any income attributable to an increase
in State public assistance grantsl which is interned l'rimarily to, meet
the increased cost of home energy, and ( 11)**.

(d) The Secretary ,,shall establish l)rx'edtures for Federal monitoring
of State administration of programs assisted tnder this title.

(e) The Secretary shall coordinate the a(ininistration of the pro-
gram established under this title with appropriate programs aut hor-
ized by the Economic Opportunity Act of 1964 and any other existing
Federal energy programs which provide related a.-sistance programs.

(f) The Secretary. after consultation with the Secretary of the
Department of Energy. the Director of the community y Services
Administration. the Secretary of HIousing and Urban Development
and the Secretary of Agriculture.,Iiall establish procedures for
referrals for participation in Federal weatherization programs under
section 308(b) (15).

(g) The Secretary. in coope-ration with such other agencies as miay
be apl)propriate. shall dlevelop and imllemenIt the capacity for estimat-
ing total annual energy exlenilditures of low-income lousetholds in
each State. T'he secretaryy shall .,submit to the Congre.-,i his estimates
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pursuant to this sul)stcti4)n together with a description of the manner

in which they were determined prior to the Ibginning of each

calendar year starting with 19,1.

, * * * * * *

Excerpts From Public Law 96-265

SFAX-. 1. This Act "aY 1e cited as the "'Social Security D)isability
Anendments of 1980".

* * * • • , •

Tr:RNI NA'IION OF ATTIBII'TI( N orF P.\ItEN'r I N(OM E AN N.)I'iFS

WHEN CJIIU) A.T.%I.Ns .%GE 18

Sitc. 203. (a) Section 1614(f) (2) of the Social Security Act is
amended by striking out "under age 21" and in..,erting in lieu thereof
""under age 18".

(b) The amendment nmadle iby subsection (a) shall become effective
on October 1, 1980: except that the amendment made by such
subsection shall not apply. in the came of any child who, in September
1980. was 18 or over and( received a supplemental security intcorn,
benefit for such mouth, during any period for which such be,.fi,

. would be greater without the application of such amendment.
*• * * * * *

DISABILITY I)ETEIMINATIO(NS; FEDiEII.A REVI EW OF STATE AGENCY

DETERMINATIONS

SEc. 304. (a) * * *
* • * * * * *

(g) The Secretary of Health and 1Hunman Services shall implement a
program of reviewing, on his own motion, decisions rendered by
administrative law judges as a result of hearings under section 221 (d)
of the Social Security Act, and shall report to the Congress by
January 1, 1982, on his progress.

(h) T'ie amendments made by subsections (a), (b), (d), (e), and
(f) shall be effective beginning with the twelfth month following the
month in which this Act is enacted. Any State that, on the effective
date of the amendments made by this section, has in effect an
agreement with the Secretary of Health and Human Services under
section 221(a) of the Social Security Act (as in effect prior to such
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amendmnents) will be deeined to have given to the Secretary the
notickk specified in actionn 221 (a) (1) of :-ucli Act as amended by this
action. in lieu of c'ntiniling such agreement in effect after the

effective (late of such aentlndiients. Thereafter. a'State may notify
the Secretary in writing that it no longer wishes to imiake disability
leterninations. effective not l.e-.s than 1SO ,lays after the notification
is given.

(i) The Secretary of 1lealth and 1Iuman Services .,Ihall sublinit to tile

('ongre-:s by July 1. 1-1(). a det.iilei plan on how he expects to a:.uiime

the functions and operatiions of a State disability determinationi unit

when this becomles nece.&Iarv undxetr the aieiindfiielits made by thil

...ection. and how he intends to liieet the requirements of sectioB

.21 (b) (3) of the Social Security Act. Such plan .llioull assume the
uninterrlulpte(1 operation of tile (disa1 ,ility determilnation function and

the utilization of the best qualified pern-oIel to carry out such
function. If any aineildmeint of Federal law or regulation is required

to carry out uch 1)lani. reconmmendations for :ivhi auinviidnlent should
be included in the report.

TIME LIMITATIONS FOR DECISIONS 0N BENEFIT CLA.IS

SEc. 308. The Secretary of Health and I lunmai Services shall submit
to the ('ongress. no later than July 1. 11)S. it re(l)olt rec)inending tile

establishment of al)propraite tiiiue limitations governilng decisions on
claims for benefits ;under title 11 of the S*.oial Security Act. Such
report shall specifically recominend-

(1) the maximum period of time (after aplqlication for a pay-

ment under such title is filed) within which the initial decision of
the Secretary as to the rights of the apl)icant should be made;

(2) the, maximum period of time (after applicat ion for reconisid-
eration of any decision described in paragraph (1) is filed) within
which a decision of the Secretary on such reconsideration should
be made;

(3) the maximum period of time (after a request for a hearing
with respect to any decision described in p)aragraph (1) is filed)
within which a decision of the Secretary upon such hearing
(whether affirming, modifying, or reversing such decision) should
be made; and

(4) the maximum period of time (after a request for review by
the Appeals Council with respect to any decision described in
paragraph (1) is made) within which the decision of the Secretary
upon such review (whether affirming. modifying. or reversing
such decision) should be made.

In determining the time limitations to be recommended, the Secre-
tary shall take into account both the need for expeditious processim,,
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of claims for benefits and the need to asssure that all such claims will
be thoroughly considered and accurately determined.

* * * * * * *

REPORT BY SECRETARY

SEC. :112. The Secretary of Health and Huinan Services shall
submit to the Congress, not later than .January 1. 1985. a full and
complete report as to the effects produced by reason of the preceding
provisions of this Act and the amendments made thereby.

* * * * * * *

WORK IREQUIRFEMENT UNDER THE AFIX' PROX;RAM

SEc. 401. (a) * * *
* * * * * * *

(i) The amendments made by this ,-ection (other than those, made by
subsections (c) and (d) ) shall take effect on September 30, 1980, and
the joint regulations referred to in section 4092(a) (19) (F) of the
Social Security Act (as amended by this section) shall be promulgated
on or before such (late, and take effect on such (late.

* * * * * * *

AUTHORITY FOR DEMONSTRATION N PR(4J ECTS

SEC. 505. (a) (1) The Secretary of Health and Htuman Services shall
develop and carry out experiments and demonst rat ion projects
designed to determine the relative advantages and disadvantages of
(A) various alternative methods of treating the work activity of
disabled beneficiaries under the old-age, survivors, and disability
insurance program, including such methods as a reduction in benefits
based on earnings, designed to encourage the return to work of
disabled beneficiaries and (B) altering other limitations and condi-
tions applicable to such disabled beneficiaries (including. but not
limited to, lengthening the trial work period, altering the 24-month
waiting period for medicare benefits, altering the manner in which
such program is administered, earlier referral of beneficiaries for
rehabilitation, and greater use of employers and others to develop.
perform, and otherwise stimulate new forms of rehabilitation), to the
end that savings will accrue to the Trust Funds, or to otherwise
promote the objectives or facilitate the administration of title II of the
Social Security Act.

(2) The experiments and demonstration projects developed under
paragraph (1) shall be of sufficient scope and shall be carried out on a
wide enough scale to permit a thorough evaluation of the alternative
methods under consideration while giving assurance that the results
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derived from the experiments and projects will obtain generally in
the operation of the disability insurance l•rogramn without commit-
ting such program to the adoption of any particular system either
locally or nationally.

(3) In the case of any experiment or demonstration project under
paragraph (1). the Secretary may waive compliance with the benefit
requirements of titles 1I and XVIII of tilth Social Security Act insofar
as is necessary for a thorough evaluation of the alternative niethods
under consideration. No such elxperiment or project. shall Ibe actually
placed in operation unless at. least ninety (lays prior thereto a written
report. prepared for purposes of notification and information only
and containing a full and complete dlescription thereof, has been
transmitted by the Secretary to the Conumnittee on Ways and Means
of the House of Repre.-wntatives and to tile Committee on Finance of
thi Senate. Periodic reports on the progress of such experiments and
demonstration projects shall be submitted by the Secretary to such
committees. Wlen aplpropriate. such reports shall include dIetailed!
recommendations for changes in administration or law, or both. to
carry out tile objectives stated in paragraph (1).

(4) The Secretary shall .ul)mlUit, to tilth Cong.res no later than

January 1. 1983. a rel)ort on the experiments anll (itellonostration
projects with respect. to work incentives carried out undIer this
sub.section together with any related data and materials which lit,
may consider appropriate.

(c) The Secretary shall -,iubiiit to the ('mngr.--, a final report with
reSlpect to all experiments and d(lemlonstlration projects v'a rried out
minder this section no later than five years- after thwe date of the
enactment of this Act.
ADDITIONAL I"'NDS FMR I)DEM(NST.ATIWN P()aJECT RELATING To Tile

TERMINALLY ILL

SF(-. 506. (a) The Secretary of Health and Humian Services is
autlihorized to provide for tile participation. iby the Social Security
Administration. in a demonstration project relating to tile ttenrminally
ill which is Culrrenltly being conducted within the I)epartnlent of
Health and Humumana Services. The purpose of such part icipation shall
l* to study the impact on tilth terminally ill of provisions of thl
disa!bility programs administered by the Social Security Adilministra-
tion and to determiline how best to provide services needed lby p(er'sons
who are terminally ill through programs, over which tile Social
Security Administration hlad administrative responsibility.

(lb) For the purpose of carrying out this section there are authorized
to be appropriate such slins (not in excess of $2,000() for any fiscal
year) as may be necessary.

S4t
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Excerpts From Public Law 96-272

SHORT TITLE

SEcrioN 1. This Act, with the following table of contents, may be
cited as iLe "Adoption Assistance and Child Welfare Act of 1980".

TITLE I-FOSTER CARE AND ADOPTION ASSISTANCE

FEDERAL PAYMENTS FOR FOSTER CARE AND ADOPTION ASSISTANCE

SEc. 101. (a)(1) * * *

(2) (A) Effective with respect to expenditures made aflpr Septem-
ber 30, 1980, section 408 of the Social Security Act is, subject to sub-
paragraph (B), repealed.

(B) The repeal made by subparagraph (A) shall not be applicable
in the case of any State for any quarter prior to the first quarter, which
begins after September 30, 1980, in which such State has in effect a
State plan approved under part E of the Social Security Ac6, or (if
earlier) such repeal shall be effective with respect to expenditures

* made after September 30, 1982. During any period with respect to
which the repeal made by subparagraph (A) is not applicable in the
case of a State and during which a limitation is in effect under section
474(b) (1) of the Social Security Act, the aggregate of the suns pay-
aLle to the State, under the State's plan approved under part A of title
IV of such Act. with respect to expenditures (including administra.
tive expenditures as determined by the Secretary of Health, Educa-
tion, and Welfare) authorized or incurred by reason of the provisions
of section 408 of such Act shall not exceed the amount of the allotment
which such State would have had for such period under section 474(b)
if such State had had an approved plan under part E of such title IV.
Any amount which would have been available to such State from its
allotment for any period with respect which such repeal is not appli-
cable in the case of a State (whether or not a limitation is in effect
under section 474(b) (1) of such Act) under section 474(b) of the
Social Security Act (if such State had had an approved plan under
part E of title IV of such Act) which the State does not claim as
reimbursement with respect to expenditures (including administra-
tive expenditures as determined by the Secretary) authorized or
incurred by reason of the provisions of s-ction 408 of such Act, may be
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claimed by the State as reimbursement for expenditures in such
period pursuant to part B of title IV of such Act in the same manner
as amounts available to States from allotments under section 474(h)
of such Act, and not claimed as reimbursement under part E of title
IV of such Act. are authorized to be claimed under section 474(c) of
such Act.

(3) (A) Section 402(a) (20) of such Act is amended to read a,
follows:

"(20) provide that the State has in effect a State plan for foster
care and adoption assistance approved under part E of this
title;".

(B) The amendment made by subparagraph (A) shall become
effective with respect to any State at the same time as the repeal oi
section 408 becomes effective with respect to such State under the
provisions of paragraph (2) of this subsection.

(4) (A) Clause (B) of the first, sentence of section 475(3) of the
Social Security Act (as added by subsection (a) of this section) shall
be effective with respect to adoption assistance agreements entered into
on or after Octobe r 1, 1983.

(B) The Secretary of Health. Education. and Welfare shall take all
possible steps to encourage and assist. the various States to enter into
interstate compacts (which are hereby approved by the Congress)
under which the interests of any adopted clhmid with respect to whom
an adoption assistance agreement lhas been entered into by a State
under section 473 of the Social Security Act will be adequately
protected, on a reasonable andl equitable basis which is approved by
the Secretary. if and when the child and his or her adoptive parent (or
L arents) move to another State.

(b) (1) The Secretary of Health. Education, and Welfare shall con-
duct a study of p)rogra-ms of foster care and adoption assistance
estallished under part IV-E of the Social Securiity Act (as added by
s.,ub.ection (a) of this s-ction). and shall submit to the ('ongress. not
later than Octol*-r 1. 1983. a full and coilplete rel)ort thereon, together
with his recommendations as to (A) whether such pait IV-E should
he continued, and if so. (B) the changes (if any) which should ix-
made in such part. IV-E.

(2) Such report shall include, but not he limited to. the following:
(A) a determination as to (i) the extent. of reduction that has,

occurred in the duration of foster care under such l programs. (ii)
the extent, to which such prograins of adoption assistance have
resulted in an increase in the adoption of children who otherwise
would have remained in foster care under State plans approved
under title IV-A or IV-E of the Social Security Act. and (iii) tho
extent to which the, availability of Federal funding for adoption
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assistance under title IV-E of such Act has resulted in States'
initiating or expanding programs for adoption assistance. and

(B) specific legislative recommendations for ways to bring
about further reduction in the durationn of foster care for
children.

FEDERAL PAYMENTS FOR DEPENDENT ('IIILDREN V)LU NTAIRILY PLACElD

IN FOSTER CARE

SEC. 102. (a) * * *
* , * * * * *

(d) (1) For purposes of section 472 of the Social Security Act, a
child who was voluntarily removed froin the home of a relative and
who had a judicial determination prior to October 1, 1978. to the effect
that continuation therein would be contrary to the welfare of such
chi'd, shall be deemed to have been so removed as a result of such
judicial determination if, and froin the date that, a case plan and a
review meeting the requirements of section 471 (a) (16) of such Act
have been made with respect to such child and such child is deter-
mined to be in need of foster care as a result of such review. In the
case of any child described in the preceding sentence, for purposes of
section 472(a) (4) of such Act, the date of the voluntary removal shall

* be deemed to be the date on which court proceedings are initiated
which led to such removal.

(2) For purposes of kection 408 of the Social Security Act (buit
subject to the repeal provided under section 101(a) (2) (A) and (B)).
in any case where a child was voluntarily rvmoved from the honie of a
relative priar to October 1, 1979, and a judicial determination was
mnade (prior to October 1, 1978) to the effect. that. continuation in tiich
home would have been contrary to thle child's welfare-

(A) such child shall be deemed to have. been -o removed as a
result of a judicial determination to the effect that continuation
in such home would be contrary to the welfare of such child, and

(B) Federal financial participation under the applicable State
plan approved tinder section 402 of the Social Security Act for
quarters beginning prior to October 1, 1979, shall not. be denied
with respect to aid furnished under such plan to or on behalf of
such child.

For purposes of subsection (a) (4) of such section 408, the date of such
child's voluntary removal shall be deemed to be the (late on which
court proceedings were initiated which led to such removal.

(e) The Secretary of Health, Education, and Welfare, within three
months after the close of each fiscal year with respect to which the

* amendments made by this section are in effect, shall submit to the
Congress a full and complete report on the number of children placed
in foster care pursuant to voluntary placement agreements under
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sections 408 and 472 of the Social Security Act, and on the reasons for
such placements together with a description of the extent to which
such placements have contributed to the achievement of the objec-
tives of this title, including such recommendations a&, he may deenm
appropriate with respect to the continuation (in such section 472) of
authority to make Federal payments for dependent children volun-
tarily placed in foster care.

* * * * * * *

SEc. 103. (a) * * *
* * * * * * *

(d) Notwithstanding section 422(b) (1) of the Social L security Act,
(as amended ly sub.,section (a) of this section) if on Decemiber 1, 1974.
the ageny of a State adlininistering its plan for child welfare services
under pait B of title IV of that Act. was not. the agency designated
pursuaint to section 402(a) (a:" of that Act, such section 422(h)(1)
shall not. apply with respect. to such agency, but. only so long as such
agency is not the agency designated under section 2003(d) (1) ((') of
that. Act.; and if on December 1, 1974. the local agency a(ldministering
the plan of a State under part. B of title IV of that. Act in a sulxlivisiot
of the State was not the local agency in such suldivision administering
the plan of such State under part A of that title, such section 422(b)
(1) shall not. apply with respect to such local agency, but only so long
as such local agency is not the local agency administering the proýyamii
of the State for the provision of services s under title XX of that. Act.

(e) Section 20(2(a) (8) of such Act. is amended biy striking out "or
422" and inserting in lieu thereof "or 423".

(f) (1) Notwithi.tanding any other provision of law, funds which are
ap)propriated for fiscal year 1980 l)pusiant to section 420 of the Social
Security Act, and for which States are eligible for payment under
part B of title IV of that. Act. shall remain available, to the extent so
provi(led in an aplprol)riation Act hereafter enacted, for payment with
respect to expen(litures for child welfare services under part. B of
title IV al that Act. until Septembelr 30, 1981.

(2) Section 420(h) of the Social Security Act. (as added lby subsec-
tion (a) of this section) shall apply only with respect. to apl)ropriation
Acts, which appropriat, funds for fiscal years after fiscal year 1981
pur.uant to the authorization contained in section 420 of the Social
Security Act.. enacted after the (late of enactment of this Act.

* * * * * * *

PERIOD) WITHIN Whi1(*h CERTAIN- CLAIMSr BUTlE FILED

SL'. 306. (a) * * *
(b) (1) The amendment made by subsection (a) shall be effective

only in the case of claims filed on account of expenditures made in
calendar quarters commencing on or after October 1, 1979.
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* ((2) In the case. of claims filed prior to the date of enactment. of this
Act on account of expenditures described in section 1132 of the Social
Security Act made in calendar quarters commencing prior to October
1. 1979. there shall be no time limit for the payment of such claims.

(3) In the case of such expenditures made in calendar quarters
conmmencing prior to October 1, 1979. for which no claim has bwen
filed on or before the date of enactment of this Act.. payment shall not
be made under this Act on account of any such rxlx-nditure unless
claim therefor is filed (in such form and manmer as the Seci-etarv
shall lby regulation prescribe) prior to January 1, 1981.

(4) The provisions of this subsection shall not be applied so as to
deny payment with respect to any expenditure involving adjustments
to prior year costs or court-ordered retroactive payments or audit.
exceptions. The Secretary may waive the requirements of paragraph
(3) in the same manner as under section 1132(b) of the Social Security
Act.

(c) Notwithstanding any other provision of law, there shall be no
time limit for the filing or payment of such claims except as provided
in this section, unless such other provision of law, in imposing such a
time limitation, specifically exempts such filing or payment from the
provisions of this section.

POSTPONEMENT OF IMPOSITION OF CERTAIN PENALTIES RELATING TO

CHILI SUPPORT REQUIREMENTS

SEC. 309. No reduction in the amount payable to any State. under
title IV of the Social Security Act. with respect. to fiscal year 1977 or
fiscal year 1978 shall be made prior to October 1. 1980. on account of
the provisions of section 403(h) of such Act.

CONTINUING MEDICAID ELIGIBILITY FOR CERTAIN RECIPIENTS OF

VETERANS' ADMINISTRATION PENSIONS

SEc. 310. (a) (1) Part A of title XI of the Social Security Act, is
amended by adding after section 1132 (as added by section 305 of this
Act.) the following new section:

"APPLICANTS OR RECIPIENTS UNDER PUBLIC ASSISTANCE PROC IAMS NOT

TO BE REQUIRED TI) MAKE ELECTION RESPECTING CERTAIN VETERANS'

BENEFITS

"SEC. 1133. (a) Notwithstanding any other provision of law (but
subject to subsection (b)), no individual who is an applicant for or

0 recipient of aid or assistance under a State plan approved under title
,I X, XIV, or XVI, or part A of title IV, or of benefits under the

Supplemental Security Income program established by title XVI
shall-
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"(1) be required, as a condition of eligibility for (or of continu-
ing to receive) such aid, asistance, or benefits, to make an election
under section 306 of the Veterans' and Survivors' Pension Iiu-
provement. Act of 1978 with respect to pension paid by the
Veterans' Administration. or

"(2) by rmason of failure or refusal to make such an election. be
denied (or suffer a reduction in the amount of) such aid. assist-
ance, or benefits.

"(b) The provisions of sub.ection (a) shall he applicable only with
respect to an individual, who is an applicant. for or recipient of aid,
assistance, or benefits describeId in sulmection (a), during a period
with respect to which t-here is in effect-

"(1) in case such individual is an applicant, for or recipient. of
aid or assistance under a State. plan referred to in subsection (a).
in the State having such plan, or

"(2) in case such individal is an applicant for or recipient of
lN.nefits under the Supplemental Security Incone program estab-
lished by title XVI. in the State in which the individual applies
for or receives such benefits,

a State. plan for medical assistance, approved under title XIX. under
which medical assistance is available to such individual only for
periods for which such individual is a recipient of aid. assistance. or
benefits described in subsection (a).".

(2) The. amendment made by paragraph (1) shall Ib effective on and
after January 1. 1979: except that nothing contained in such amend-
ment shall be construed to authorize or require any payment (or
increase in payment.) of any aid or assistance or benefits referred to in
section 1133(a) of the Social Security.Act (as added by paragraph
(1) ) for any benefit period which beýgins prior to the date of enactment
of this Act.

(b) (1) (A) For purposes of section 1902 (a) (10) (A) of the Social
Securit.v Act. any individual who, prior to the (late of enactment, of
this Act and for the month of December 1978. was eligible for and
received aid or assistance under a State plan approved under title I,
X, XIV, or XVI. or part A of title IV of such Act. or was eligible for
and received supplemental security income benefits under title. XVI of
such Act (or a supplementary payment described in section 13(c) of
Public Law 93-233), and was also in receipt of (or was a dependent,
for purposes of chapter 15 of title 38. United States Code, as in effect
on December 31, 1978, of an individual in receipt. of) pension from the
Veterans' Adninist.ration for the. month of December 1978 shall (sub-
ject to subparagraph (B)) be deemed to have been receiving such aid,
assistance, supplemental security income, or supplementary payment,
for each calendar mont.h thereafter (prior to the. month in which the
provisions of this subparagraph cease to be effective with respect
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to hit as determined under sublaragraph (B) ). if such individual. would have Iaen eligible therefor in Decemindr 19"78 and in tile month
in which the lprorisions, of this sulj)aragra1)) cea.-,e to ix- effective with
re•pect to him as deternmined under sulpibgrat ph-alh (B) had the in-
crease in income of such individual (or of the family of which such
individual is a inenaler). attributable to ani election madee by s.uch
individual or another miember of such individual's family) under
section 306 of the Veterans" and Purvivol.ension Ilmrpjrovemlient Act
of 1978. not. occurred.

(B) (i) The provisions of stibparagraph (A) shall take effete oil
.January 1. 1979. and sJ'all cea.-e to bxe effective, in the ca.s-e of any
individual. for and after the first calendar molthl ibeginning lner'e
than 10 days after an "inforined eJectiont " (as ldefinedi ill s1iliivision
(ii) of this sulbparagraph) bas i-en inatde Iby smich individual (or. if
such individual is not eligile to amake such ant election. liv a mnenlxr" of
such individual's family who is eligilbie to nake such an election
which affects such inflividnal's eligibility for aid. assistance. or
benefits under a plan or program referred to in sl!paragraph (A) ).

(ii) The term "informed election'" Ime(anls an eth.:tion muadle under
section 306 of the Veterans' an1( Survivors" Pension Inllrovemenient Ad.
of 1978 (or a reaflirination of siiclt an election which previously was
made tinder such section 306) after the (late of compliance b~y the

* Administ-rator of Vetenans Affairs (hereinafter in this S.ction
referred to as the "Administrnator") with the provisions of paragraph
(2) (A) with eslpect, to the individual concerned. An individual who
fails, within the tin,, limits pi-e:.ribed in paragraph (2) (B). to lisaf-
firm an election previously made by such individual under such .ection
306 shall be deemed, for puirposes of this actionn and stch section 306.
to have reaffirmed such election.

(2) (A) The Administ.rator shall providIe to each individually to whom
section 1133 of the Social Security Act. (as added by subsection (a) (1)
of this section) applies and who is eligible to make or has made an
election under section 306 of the Veterans' and Survivors' Pension
Improvement Act of 1978, a written notice, in clear and understand-
able language, which (i) describes the. consquences to such individual
(and possibly to such individual's family), in tennis of a deternlinat-ion
or possible determination of ineligibility for medical assistance under
a State plan approved under title XIX of the Social Security Act, of
making an election with respect to pension under such section 306, (ii)
describes the provisions of subparagraph (B) of this paragraph and
subsection (a) of this section. (iii) sets forth other relevant informna-
tion that would be helpful to such individual in making an informed
decision concerning such an election or the disaffirmation thereof.

* and (iv) in the case of any individual who has made such an election.
is accompanied by a form prepared for the purpose of enabling such
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individual to file with the Administrator a written disaffirmation of
such an election.

(B) Notwithstanding any other provision of law-
(i) any individual to whom section 1133 of the Social Security

Act (as added by subsection (a) (1) of this section) applies may,
within the 90-day period beginning with the (lay that there is
mailed to such individual (at such individual's last known mail-
ing address) a notice referred to in sulbparagrap&h (A), disaffirn
an election previously made b~y such individual under section 306
of the Veterans' and Survivors' Pension Improvement Act of
1978 by completing and mailing to the. Administrator the form
furnished such individual for such purpose by the Administrator
pursuant to subparagraph (A),

(ii) whenever any such individual files such a disaffirllation
with the Adiunistrator, the amount of pension payable to such
individual shall be. adjusted, beginning with the first. calendar
month which commences after the receipt. by the Administrator
of such disaffirmation. to the amount that such pension wouhll
have been if such an election by such individual had not been
made.

(iii) any individual who has filed a disaffirmation, pursuant to
this subparagraph, of an election made by such individual under
such section 306 may again make an election thereunder. bit
such subsequent election may not. be dialiffrmed under this
subsection, and

(iv) no indebtedness to the United States. as a result of the
disaffirmation by an individual, putsuant to this subparagrapjh.
of an election made by such individual under such section 306
shall be considered to arise froin the payment of pension p.ursllant
to such an election.

(C) The Administrator shall promptly advise the. Secretary of
Health, Education, and Welfare, and provide identification of the
individuals involved and other pertinent information with respect. to
(i) disaffirmations of elections made by individuals pursuant, to sub-
paragraph (B), (ii) individuals who, by failing to disaffirin within
the 90-day period prescribed in subparagraph (B), are deemed to have
reaffirmed elections previously made, and (iii) individuals who, after
having disaffirnmed an election under subparagraph (B), subsequently
again i4ake an election under section 306 of the Veterans* and Sur-
vivors' Pension Improvement Act of 1978. The Secretary, upon
receipt of any such information with respect to an individual, shall
promptly notify the appropriate agencies administering State plans
approved under title I, X, XIV, XIX, and pat A. of title IV of the
Social Security Act, and State agencies making supplemental pay-
ments pursuant to section 1616 of such Act or an agreement, entered
into pursuant to section 212 (a) of Public Law 93-66.

P.L. 96-272 856



APPENDIX A

AMENDING LEGISLATION

Laws enacted since the 92nd Congress which amend or directly affect
the Social Security Act or the other related Acts included in this docu-
ment are listed below. For a listing of prior laws amending the Social
Security Act see House Document 93-117, Compilation of the Social
Security Laws, p. 675-677.

Private Law
Private Law 93-107, approved December 31, 1974 (88 Stat. 2386).

Public Lazes

Public Law 93-53, approved July 1, 1973, (87 Stat. 134).
Public Law 93-58, approved July 6, 1973 (87 Stat. 141).
Public Law 93-66, approved July 9, 1973 (87 Stat. 152).
Public Law 93-69, approved July 10, 1973 (87 Stat. 162).
Public Law 93-233, approved December 31, 1973 (87 Stat. 947).
Public Law 93-256, approved March 28, 1974 (88 Stat. 52).
Public Law 93-329, approved June 30, 1974 (88 Stat. 288).
Public Law 93-335. approved July 8, 1974 (88 Stat. 291).

* Public Law 93-368, approved August 7, 1974 (88 Stat. 420).
Public Law 93-406, approved September 2, 1974 (88 Stat. 829). The

Employee Retirement Income Security Act of 1974.
Public. Law 93-445, passed over veto October 16, 1974 (88 Stat.

1305).
Public Law 93-480, approved October 26, 1974 (88 Stat. 1454).
Public Law 93-484, approved October 26, 1974 (88 Stat. 1459).
Public Law 93-490, approved October 26, 1974 (88 Stat. 1459).
Public Law 93-572, approved December 31, 1974 (88 Stat. 1869).

The Emergency Unemployment Compensation Act of 1974.
Public Law 93-618, approved January 3, 1975 (88 Star. 1978). The

Trade Act of 1974.
Public Law 93-647, approved January 4, 1975 (88 Stat. 2337). The

Social Services Amendments of 1974.
Public Law 94-12, approved March 29, 1975 (89 Stat. 26). The

Tax Reduction Act of 1975.
Public Law 94-44, approved June 28, 1975 (89 Stat.. 235).
Public Law 94-45, approved June 30, 1975 (89 Stat. 236). The

Emergency Compensation and Special Imiemplo.vment A.ssistance Ex-
tension Act of 1975.

Public Law 94-46, approved June 30, 1975 (89 Stat. 245).
Public Law 94-48, approved July 1, 1975 (89 Stat. 247).
Public Law 94-88, approved August 9, 1975 (89 Stat. 4:13).

(0)
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Public Law 94-92, approved August 9, 1975 (89 Stat. 461).
Public Law 94-93, approved August 9, 1975 (89 Stat. 466).
Public Law 94-114 (S. 1327). approved October 17, 1975 (89 Stat.

577).
Public Law 94-120, approved October 21, 1975 (89 Stat. 609).
Public Law 94-164, approved December 23, 1975 (89 Stat. 970).

The Revenue Adjustment Act of 1975.
Public Law 94-182, approved December 31, 1975 (89 Stat. 1051).
Public Law 94-202, approved January 2, 1976 (89 Stat. 1135).
Public Law fSi--273 (S. 2445), approved April 21, 1976 (90 Stat.

375). The Fiscal Year Adjustment Act.
Public Law 94-274 (S. 2444). approved April 21, 1976 (90 Stat

383). The Fiscal Year Transition Act.
Public Law 94-331 (H.R. 10051). approved June 30, 1976 (90 Stat

781).
Public Law 94-354 (H.R. 13069), approved July 12, 1976 (90 Stat

888).
Public Law 94-365 (H.R. 14484), approved July 14, 1976 (90 Stat.

990).
Public Law 94-368 (H.R. 13501), approved July 16, 1976 (90 Stat.

997).
Public Law 94-375 (S. 3295), approved August 3, 1976 (90 Stat.

1067). The Housing Authorization Act of 1976.
Public Law 94-379 (H.R. 14514), approved August 10, 1976 (90

Stat. 1111).
Public Law 94-401 (H.R. 12455), approved September 7, 1976 (90

Stat. 1215).
Public Law 94-437 (S. 522), approved September 30, 1976 (90 Stat.

1400). The Indian Health Care Improvement Act.
Public Law 94-455 (H.R. 10612), approved October 4, 1976 (90

Stat. 1520). The Tax Reform Act of 1976.
Public Law 94-460 (H.R. 9019), approved October 8, 1976 (90 Stat.

1945). The Health Maintenance Organization Amendments of 1976.
Public Law 94-547 (H.R. 14041), approved October 18, 1976 (90

Stat. 2523).
Public Law 94-552 (I.R. 12961), approved October 18, 1976 (90

Stat. 2540).
Public Law 94-563 (H.R. 15571), approved October 19, 1976 (90

Stat. 2655).
Public Law 94-566 (H.R. 10210), approved October 20, 1976 (90

Stat. 2667). The Unemployment Compensation Amendments of 1976.
Public Law 94-569 (H.R. 7228), approved October 20, 1976 (90

Stat. 2699).
Public Law 94-585 (H.R. 13500), approved October 21, 1976 (90

Stat. 2899).
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Public Law 95-19 (H.R. 4800), approved April 12, 1977 (91 Stat.. 39). The Emergency Unemployment Compensation Extension Act
of 1977.

Public Law 95-30 (H.R. 3477), approved May 23, 1977 (91 Stat.
126). The Tax Reduction and Simplification Act of 1977.

Public Law 95-59 (HIR. 1404), approved June 30, 1977 (91 Stat.
255).

Public Law 95-83 (H.R. 4975), approved August 1, 1977 (91 Stat.
383).

Public Law 95-113 (S. 275), approved September 29, 1977 (91 Stat.
913). The Food and Agriculture Act of 1977.

Public Law 95-142 (H.R. 3), approved October 25, 1977 (91 Stat.
1175). The Medicare-Medicaid Anti-Fraud and Abuse Amendments.

Public Law 95-171 (H.R. 3387), approved November 12, 1977 (91
Stat. 1353).

Public Law 95-210 (H.R. 8422), approved December 13, 1977 (91
Stat. 1485).

Public Law 95-216 (H.R. 9316), approved December 20, 1977 (91
Stat. 1509). The Social Security Amendments of 1977.

Public Law 95-291 (H.R. 11370), approved June 12, 1978 (92 Stat.
304).

Public Law 95-292 (II.R. 8423), approved June 13, 1978 (92 Stat.. 307).
Public Law 95-458 (H.R. 1337), approved October 14, 1978 (92

Stat. 1255).
Public Law 95-472 (H.R. 8811), approved October 17, 1978 (92

Stat. 1332).
Public Law 95-478 (H.R. 12255), approved October 18, 1978 (192

Stat. 1513). The Comprehensive Older Americans Act Amendments of
1978.

Public Law 95-482 (H.J. Res 1139), approved October 18,1978 (9-2
Stat. 1603).

Public Law 95-524 (S. 2570), approved October 27, 1978 (92 Stat.
1909). The Comprehensive Employment and Training Act Amend-
ments of 1978.

Public Law 95-598 (H.R. 8200) approved November 6. 1978 (92
Stat. 2549).

Public Law 95-600 (H.R. 13511), approved November 6, 1978 (9"2
Stat. 2763). The Revenue Act of 1978.

Public Law 95-602 (H.R. 12467), approved November 6, 1978 (92
Stat. 2955). The Rehabilitation, Comprehensive Services, and Devel-
opmental Disabilities Amendments of 1978.
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Public Law 96-58 (H.R. 4057), approved August 14, 1979 (93 Stat.
389).

Public Law 96-79 (S. 544), approved October 4, 1979 (93 Stat. 592).
Health Planning and Resources Development Act of 1979.

Public Law 96-84 (H.R. 3920). approved October 10, 1979 (93
Stat. 653).

Public Law 96-88 (S. 210), approved October 17, 1979 (93 Stat.
669). Department of Education Organization Act.

Public Law 96-167 (H.R. 5224), approved December 29, 1979 (93
Stat. 1275).

Public Law 96-178 (H.R. 3091), approved January 2, 1980 (93
Stat. 1295).

Public Law 96-222 (H.R. 2797), approved April 1.
194). Technical Corrections Act of 1979.

Public Law 96-223 (H.R. 3919), approved April 2,
229). Crude Oil Windfall Profit Tax Act of 1980.

Public Law 96-249 (S. 1:109), approved May 26, 1980
Food Stamp Act Amendments of 1980.

Public Law 96-265 (It.R. 3236). approved June 9,
441). Social Security Disability Amendments of 1980.

Public Law 96-272 (H.R. 3434), approved June 17,

1980 (94 Stat.

1980 (94 Stat.

(94 Stat. 357).

1980 (94 Stat.

1980 (94 Stat.
500). Adoption Assistance and Child Welfare Act of 1980.

Public Law 96-364 (H.R. 3904), approved September 26, 1980 (94
Stat. 1208). M1ultiemployer Pension Plan Amendments Act of 1980.

Public Law 96-398 (S. 1177). approved Octolber 7, 1980 (94 Stat.
1564). Mental Health Systems Act.

Public Law 96-403 (H.R. 7670), approved October 9, 1980 (94 Stat.
1709).

Public Law 96-473 (H.R. 5.295), approved October 19, 1980 (94
Atat. 2263).
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APPENDIX B

SOCIAL SECURITY TAXES
MAXIMUM AMOUNT OF ANNUAL EARNINGS SUBJECT TO SOCIAL

SECURITY TAX

maximum
tucwe

Years

1937--O----------------------------------------------------
1951-54................................................
1955-58 ----------------------------------------------------
1959---5
1906---7...................................................
1968-71
1972
1973 -------------------------------------------------------
1974
1975
1976
1977
1978
1979 __
1980
1981
1982

$3v000
3,600
4.200
4.800
6,600
7,800
9,000

10.800
13,200
14,100
15,300
16,500
17,700
22,900
25,900
29, 700(1)

I Amount Is adjusted automatically for increases in earnings level under section 230 of
the Social Security Art.

PAYROLL TAX RATES FOR EMPLOYERS AND EMPLOYEES (EACH)
[in percsntj

Old-age and Subtotal.
survivors Disabiity cash Hospital

Yes insurance insurance benefits i Total

1937-49 --------------- 1.0 ----------- 1.0 1.0
1950-53 -------------- 1. 4 ----------- 1.5 ----------- 1.5
1954-56 -------------- 2.0 ---------- 2.0 ---------- 2.0
1957-58 -------------- 2. 0 0.25 2.25 -2.25
1959 ----------------- 2. 25 .25 2.5 ---------- 2. 5
1960-61 -------------- 2.75 .25 3. 0 - - - O
1962 ----------------- 2. 875 .25 3. 125 ---------- 3. 125
1963-65 -------------- 3. 375 .25 3.625 3. 625
1966 ----------------- 5 .35 3.85 0. 35 4.2
1967 ----------------- 55 .35 9 .5 4.4
1968-------325 .475 3.8 .6 4.4
1969 ----------------- 3. 725 .475 4.2 .6 4.8
1970-- 3.65 .55 4.2 .6 4. 8
1971-72 -------------- 4. 05 .55 4.6 .6 5.2
1973___- 4.3 .55 4.85 1.0 5. 3
1974-77 -------------- 4.375 .575 4.9 5 .9 5.85
1978 ----------------- 4.275 .775 5. 05 1.00 6. 05
1979 ----------------- 4. 330 .750 5. 08 1.05 6. 13
1980 ------------------ 4.520 .560 5.08 L 05 6.13
1981----------------- 4.700 .650 &W-3- 3. 65
1982-84.-4.575 .825 5. 40 1.30 6.70
1985 ----------------- 4.750 .950 5. 70 1.35 7.05
1986-89 -------------- 4.750 .950 5. 70 1.45 7.15
1990-2010 ------------ 5. 100 1. 100 6. 20 1.45 7.65
2011 and later--------- 5.100 L 100 6. 20 1.45 7.65

(W)
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TAX RATES FOR SELF-EMPLOYED PERSONS

tin pwO"

o•dg and Subtotal.
olrdIvuS" DlumbWty ¢tauI Hospital

Ye.s Iammies wans..u benefits lnwrncg Total

1951-53- 2.25 2.25 2.25
1954--5 3.0 3.0 3.0
1957-58 3.0 0L 375 3. 375 3. 375
1959- 3. 375 .375 3. 75 3. 75
1960-61--- 4.125 .375 4. 5 4.5

1962___ _ &-4. 325 .375 4.7 C4. 7
196345------5. 025 .375 5. 4 5. 4
1966- 5. 275 .525 5. 8 0L 35 . 15
1987- -- 5.375 .525 5. 9 .5 & 4
1968 ----------------- 5. 0875 .7125 5.8 .6 6.4

1969- 5. 5875 .7125 & 3 .6 8.9
1970 ----------------- 5. 475 .825 6. 3 .6 6.9
1971-72---- 6. 075 .825 6. 9 .6 7.5
1973-- 6.205 .795 7.0 1.0 8. 0
1974-77-----6. 185 .815 7.0 .9 7.9

1978.- 6.0100 1.0900 7.1 1.00 8. 1
1979 ----------------- 6. 0100 1.0400 7.05 1.05 8. 1
1980 ----------------- & 2725 0. 777, 7.05 1.05 8. 1
1981 ----------------- 7.0250 0.97-,50 8. 00 1.30 9.3
1982-84-- 6.8125 1. 2375 -1. 05 1.30 9 35
1985_-- -- 7.1250 1.4250 8. 55 1.35 9. 90

1986-89--7. 1250 1. 4250 8. 55 1. 45 19. 00
1990-2010----------- 7.6500 1. 6500 9.30 1.45 10. 75
2011 and later --------- 7.6500 1. 6500 9.30 1.45 10. 75

Vi
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APPENDIX C

SELECTED MATERIALS RELATED TO TITLE XX PROGRAM

L CEIUNG ON FEDERAL MATCHING FUNDS FOR SOCIAL SERVICES UNDER TITLE XX: FISCAL YEARS
1i79-s

Ceding applicable te expenditures is fscal yew
1910 1381

Additional Additional
Title XX child care Title XX child Gae

State geeall anos.t gewaily amount

To al ---------------------------------------- $2.700,000,000 $200, 000,000 2,700.000.000 $20. 000,000

Alabama --------------.............................
Alaska - - -- -------- ---- ------
A rizon --------------------------------------------
Arkansas ..........................................
Calfornia ..........................................

Colorado ........................................
Connecticut - - - - - - - - - - - - - - - - - - - -
Delaware ------------------------------------------
District at Columbia --------------------------------
Florida -------------------------------------------

Hawai .............................................
Idaho ----------- ----- -------
Illinois --------------------------------------------lndiaa......................................

Iow a ----------------------------------------------
Kentucky.. . . . . . . . . . . . . . . . . . . ..

Louisiana .. .............................
M ain - ----------- ----- -----
Maryland - - --------- ----- -----
M assachusetts --------------------------------------
M ichigan ------------------------------------------
M innesota----. --------------------------------------
Mississippi

M issouri -------------------------------------------
Montana ...........................................
N ebraska ------------------------------------------
Nevada ............................................
Now Ham pshire -------------------------------------

Now Mexico-.... ......................
New York--------------------
North Carolina ....................................
North Dakota ---------------------------------------

Ohio ...............................................
Oklahoma ........................................
Oregon ............................................
Pennsylvania ---------------------------------------
Rhode Island .......................................

South Carolina --------------------------------------
South Dakota .......................................
Tennessee -----------------------------------------

Vermont. ..........................................
Virginia -------------------------------------------

Weds Virginia------...............................
Wisconsin ......................................
Wyoming. ..........................................

42, 000
4.703,000

26,533, 000
24,776,000

253, 037, 000

30,266, OW
35,917,000
6.725. 000
7,974, 000
97.674, WO

58,336,0O
10,343, 000
9,903,000

129,951,000
61.595,000

33, 270. 000
26,880,000
39,962, 000
45, 312, 000
12, 538. 0
47,831. 000
66,818,000

105, 497, 00)0
45,936, 000
27,608, OW

55,482,000
8, 794,000

18,039,000
7, 315.000
9,811,000

84,696.,000
13, 752,000

207,135, 000
63,848,000
7,546. 000

123,664,000
32, 485,000
27, 458,000

136,191, 000
10, 80w, G

33, 23 000
7,962,000

49, 680, O00
148,267,000

14,653,000

3,411,360 46.332,057 3,432,004
376,240 4,989, 797 369,614

2,122,640 29,146,356 2158. 989
1, 982,080 27, 066,241 2,004,907

20,242,960 276,036 044 20,447,115

2,421.280
2,873,360

538,000
637.920

7,813,920

33,058.950
38,370,669
7,218,490
8.345,218

106,407,722

2,84M,272
534,733
618.,164

7,88m054

4,666,880 62,948, 204 A.,662, 82V
827,440 11.106,321 822,691
79Z,240 10,871,071 8, 2"4

10,396,080 139,206,659 10,311,604
4,927.600 66,538,876 4,92,80

2,661,600
2,150,400

316960
3,624, 960
1,003,040

3.826,480
5,345440
8,439,760
3,674,330
2,208,640

4,438,560
703,520

1,443,120
585,200
784,880

6,775,680
1: 100,160

16, 570.800
5,107,840

603,680

9,893,120
2,598.8OO
2.196,640
10, 895,280

864,400

2.658,826
636,960

3,974,400
11,361,360
1, 172 240

35,857, 199
29,072,066
43,310,939
49,105,542
13,508,358

51,297,090
71,491, 528

113,774,792
49,625,570
29, 765.437

60,174,719
9,719, 579

19,377,250
8,171,875
10,784,400

90,720,198
15,006,535

219,749,157
69,052,346
8,072,822

2, 153,486
3,208, 2183637, 447
1, 00 619

3,799.785
5296.668

8,427.762
3,675.969
2,2D4,847

4,457.386
719,969

1,435,352
605,324
798,844

6,720,015
1, 111,595

16,277,716
5,114,989

597, 987

133,090,134 9,858,528
35,659,093 2,641,414
30,260,701 2,241,535

145,484,145 10,776,03
11,576,823 857,543

36,129,595 2,676,266
8.543,324 632, 839

53,946,759 3,996,056
161,134,524 11,935,891

16,182,790 1,198, 725

5,581,000 446,480 6,029,853
59,341,000 4,747,280 63,740,628
42, 273, 000 3,381,840 46,728,269
21,483,000 1,718,640 23,029,831
53,7511, 000 4,302720 57,933,644
4,692, 000 35.360 5.249,810

446,656
4.721. 528
3,461,353
1, 705, 913
4.291,381

38 876

Source: Federal Register, July 18, 1980.
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2. MEDIAN INCOME LEVEL APPLICABLE TO TITLE XX: FISCAL YEAR 1961

ncome for famii of 4 person

s ocet 90ecet d 115peretof s
Median mdim media media

sat iace.m I Milan inSU income

Alabama $13, 352 514. 680 $16. 517 $21.105
Alaska ...... 27.572 22,058 24,815 31,708
Aiizone.. 20,.863 16.690 13,77 23,992
A rkasaas .................. 15666 125 14102 10019
Calrfuna ................................... 22.294 17835 2 065 25,638

Cooradoo -------------------------------- .......... 21.778 17. 422 19,600 25.045
Co nc•c....... 22.278 17,822 20,050 25,629
Delaware ------------------------------------------- 21.194 16, 955 19.075 24, 373
l Usc of Columbia --------------------------------- 16.76 13, 415 15092 19,284
Flida -------------------------------------------- 18.113 14.494 16.306 20, 36

Georgn ---------------------- ------------------ 19. 676 15, 741 17.708 22,627
Hawaii --------------------------------------- 22, 475 17 980 20,228 25 t46
Ida ........ ..... ..... .................... 19,042 15, 234 17.138 21,896
llino•s --------------------------------------------- 22.081 17.665 19. 873 25.393
Indiana -------------------------------------------- 20,556 16, 445 1, 500 23,639

Iowa ---------------------------------------------- 20,800 16,640 18,720 23,920
Kansas-.....-........................ 19, 79 15,834 17,813 22,760
Kentucky ------------------------------------------ 17,924 14.339 16, 132 2%613
Louisiaa ------------------------------------------ 18,691 14, 953 16, 822 21,495
Maine--------------------------------------------- 16. 85 13,508 15,197 1%418

Maryland ------.------------------------------ --- 23,41 1t 769 21, 115 26,980Massachusetts----------------- .... 20.512 16,410 13, 461 23,580
Michipn ------------------------------------------- 22. 063 17. 650 19.57 25., 372
Minnesota ------------------------------------- 21,455 17,164 1 310 24,673
Mississippi ----------------------------------------- 16,586 13,269 14, 927 1%,074

Missori ------------------------------------------ It, 28 15, 4:4 17,341 22,156
Montana ----------------------------------------- 17,878 14.302 16 090 20.560
Nebraska ----------------------------------------- 19,319 15,455 17,387 22,217
Nevoda ------------------------------------------- 21.106 16,885 1%,995 24.272
New Hamps•ire ------------------------------------- 20,247 16198 18,222 23,284

New Jersq -------------------------------------- 22,189 17.751 19,970 25.517 I
Now l .---------------- ---------------------- 18,738 14.990 16,864 21,549 W
how YorllT ---------------------------------------- 19,660 15, M 17.694 22,609
North Car• ...a..----------------------... . 13, 058 14, 446 16,252 20,767
North Dakot• ------------------------------------- 18,789 15, 031 16,910 21,607

Ohio ----------------------------------------------- 20, 950 16,760 1,8,55 24,093
Oklahoma ------------------------------------------ 19,064 15.251 17.158 21,824
Oregee-----------------------------------21, 534 17,227 19,381 24, 764
Pennsylvania --------------------------------------- 9 I, 753 15,802 !7, 778 22,716
Rhode Island --------------------------------------- 21,093 16,874 1i,984 24,257

South Carolina -------------------------------------- 18,468 14 774 16,621 21,238
South Dakota --------------------------------------. 16,897 11, ,aia 15,207 1%,432
Tennessee- .----------------------------- 17,916 .,I3T.i 16,124 20,603
Texas ---------------------------------------------- 20.455 146,34 ,8 410 23.523
Utah ---------------------------------------------- 220,2 1 ,6,16 18,3182 23.232

Vemont----------------------------------.18. 458 14,766 16.612 21.227
Virginia -------------------------------------------. 20, 724 16, 533 183 656 23, 838
Washington ---------------------------------------- 21, A 17, 195 19,345 24, 718
West Virginia. . ..------------------------------- ,. 493 14. 794 16,644 21,267
Wisconsin ------------------------------------------ 21,034 16,827 13. 9it 24,189
Wyoming--.. . . . . . ..--------------------------------- 22.452 17.962 20.207 25.820

M Median income based on 1978 data,
Now: The median income for a family of fow in the 50 States and tho Distric of Columbia. appliable to the ptiuod

Gi. 11980 to Sept. 30. 1961 Is $20,428.
Source: Federal Register (Dec. 18, 1979).
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3. TITLE XX CEILING LEVELS UNDER INDEXING PROVISIONS IN SECTION 20W2a)

Inflation rate as
shown on pae 25 dS. Re 96. --311 TAUe XXcedin¶

1mi.............................. 8. 6 2.9O
158 . . .. . . .. . .. . . .. . .. . . .. . .. . . .. . .. . . 7.1 3.6

1994 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 7.4 3.2
19 3 d 6 5............................. 27.4 3.3

n'1911 celin nat dectd by indeing.
MN. rae specl-ed h -19-5; 1964 rate ag-- under provisions - - s-c. 200- -

4. PROVISION'S APPLICABLE FOR FISCAL YEAR 1980
UNDER SECTION 201 OF P.L. 9(-27-2

Sec. 2002. (a) (2) (a) * * *

(D) Each State with respect to which a limitation is promulgated
under subparagraph (A) for any fiscal year halll, at the earliest prac-
tic~able date after the (:oililenlcemeflt of such fi-cal year (and in accord-
ance with regulations prescribed by the Secretary), certify to the •Sec-
rotary whether the amount of its limitation is gleater or less than the

* amount neddby teState, fruses to which the limitation applies,

for such~ fiscal year and, if :,o, thc~amount by which the amount of such
limitation is greater or less than sudh need.

(E) If any State certifies, in a-cordance with subparagraph (D),:

that the amount of its limitation for any fiscal year is greater than its.
need for such year. then the amount of the limitation of such State.
for such year shall be reduced y- the excess of its limitation amount

over its need, and the amount of such reduction shall be available for
allotment as provided in subparagrai..h (F).

(F) The amounts made available pursuant to subparagraph (E)
for allot-ent in fiscal year 1980 shall be allotted by the Secretary to
the States which have certified under subparagraph (D) that the
amountts of their limitations for such fiscal vear are less than their

need for such year. The amount of such allotment to any State (which
sall be in addition to any payments made to the State under Sull-
paragraph (A)) shall bear the same ratio to the total amount avail-
able for allotment in such year under this subparagraph as the.popu-
lation of such State bears to the population of the fifty States and the
District of Columbia, but shall in no case exceed the amount by which
such State certified that its limitation is less than its need for such
n fiscal year.



APPENDIX D
FEDERAL PERCENTAGE AND FEDERAL MEDICAL ASSISTANCE PERCENTAGE. EFFECTIVE OCT. 1. 1977-SEPT. 30. 1973

(FISCAL YEARS 1978 AND 1979)

State

Federal matching percentap

State medical
State financial assistance

assistance expenditures
ependitures (Federal medical

(Federal assistance
percentage) percentage)

Alabsa ..............Alaska ............
Arizona ..............
Arkansas ............
California ........
Colorado ...........
Connecticut ..........Oeaawaute..........
District of Columbia...
Florida..........
Georgia.........Guam.. ..... .
Hawaii ............
Idaho ...............IIhnos•............
Indiana-.............iowa..............
Kansas ............
)lentucky ............
Louisiana........Maine.............
Maryland........
Massachusetts ........
Michigan ............
Minneso•a........
Mississippi- --.-.-.---
Missouri .............

65.00
50.00
56.46
65.00

50.005&. 0O
50.00
50.00
51.72
62.02
50.00
50.00
50.53
50.00
53. 18
50.00
50. 0
65. 0
6S.00
65.00
50.00
50.00
50.00
50.29
65.00
56.&59

72.58
50.0060. 81

53.71
5& 00
50.00
50.00
5&.5S
65. 82
50.01
ii.00
63.58
50.0057. 86
51.S
52.35
69. 71
70.45
60. 74
50.00
51.62
50.00
55.26
78.00
60.66

Federal matching prceta

State

Montana .............Nebr'aska.........
Nevada --------------
New Hampshire ......
New Jeosey.......
New Mexico......
New York........
North Carolina .......
North Dakota .........
Ohio...........Oklahoma ..........
Oregon............Pennsylva0ia.

Puerto Rico .......
Rhode Island .........
South Carolina .......
South Dakota .........
Tennessee.......Texas.............
Utah..............
Vermont........
Virn Islands.
Virginia ..............Washington .........
West Virginia .........
Wisconsin ............
Wyomng ...........

Source: 41 F.R. 44180. Oct 13. 1976.

(viii)

0

State Snanca
assistance

expenditures
(Federal

percentage)

56.78

58. 73
50.00
65.00
50.00
64.23
50.050.51
61.58
52.54
50.13
50.00
52.22
65.00
50.78
6&5. 00

65.00
64.46
50.00
52.24
S0.00
65.00
53.92
50.00

State medical
assistance

expenditwes
(Fedeal medical

assistance
percentage)

61. 10
53.4650.00
62.85
50.00
71.8450.00
67.81
s5 71
S5. 46
65.42
57.295,5.11
50.00
57.00
71.93
63.00
61.38
60.66
6&.91
68.02
50.00
57.01
bi.64
70.16
58.53
51.
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FEDERAL PiCENTAGE AND FEDERAL MEDICAL ASSISTANCE PERCENTAGE. EFFECTIVE OCT. 1. 1179-
SEPT. 30. 191 (FISCAL YEARS 150 AND I11)

Federal makhing percent

State med•ca
State financal assistance

sstoace expendituresexpenditures (Fedwal medical
(Federal asstace

SUN Prc g) peMUtaPg)

Alabaom-----------------------------------------------. 65. 00 71. 32
Alaska ----------------------------------------------------------------- 5&100 50.00
Ariom ---------------------------------------------------------------- 51. 19 61.47
Arkansas -------------------------------------------------------------- 65.00 72. 5
Caioria --i-----n----------------------------------------------------- 5108 5&00

Cola-do . . . . . . . . . ..--------------------------------------------------- 50.00 53.16
CON•etKc•-t. . . . . . . ..------------------------------------------------- 50.00 5&.00
Delaware ------------------------------------------------------------- 50.00 50.00
Distrlt o Coflca.umbi. - -------------------------------------------- 51.00 5100
Floride a----------------------------------------------------------- 54.38 A 894

Georgia --------------------------------------------------------------- 63.06 66.16
Guam ----------------------------------------------------------------- 5100 51.00
Hawai --------------------------------------------------- 50&00 5A00
Idaho ----------------------------------------------.------------------ 61.89 65. 70
Illinois -------------.---------------.--------------------------------- 50.00 51 00

Indiana ---------------------------------------------------------------- 52.53 57.28
Ioaw ------------------------------ ----------------------------------- 51.74 56.57
Kansas ---------------------------------.--------.-------------------- 50.00 53.52
Kentucky --------------.---------------------------------------------- 6 4.52 6. 07
Louisian ------------------------------------------------------------- 5 6 00 6182 8

"ine ---------------------------------------------------------------- 5. 0 659.53
Maryland . . . . . . . . . . ..-------------------------------------------------- 500 50.00

-assachel ..----------------------------------------------- 51 00 51.75
Michipa --------------------------------------------------------------- 5100 50.00
Minnes--a. . . . . . ..-------------------------------------------------- 50.71 5. 64

M65 00 71.55
M= 55.596 613Monta ...--------------------------------------------------- 60.31 64.28"Nebraska . . . . . . .. ..-------------------------------------------------- 52.91 57.62
Nevada ----------------------------------------------------------- 50.0 51.00

NOVw ------s---------------------------------------------------- 5070 61.13
New Hempshire ----------------------------.--------------------------- 5C. 78 61.0
New Jersey --ic o ------------------------------------------------- 6 .00 5. 00Now M em~o ------------------------------------------------------------ 65. 00 69 . 03
Now York ------------------------------------------------------------ -51 - 00 51 00
Nerth Carolina -------------------------------------------------------- 6 4.04 67.64

North Dakota ----------------------------------------------------------- 57.16 61. "
Ohio ------------------------------------------------------------------ 50.11 55.10
Oklahoma -------------------------------------------------------------- 50.60 63.64
Oregon . . . . . . . . ..---------------------------------------------------- 5& 73 5S.66
Pumnsyvania. . . . . . . ..------------------------------------------------ 516 55. 14

Puerto Rico ------------------------------------------------------------ 51.00 51.00
Rhode Island . . . . . . . . ..------------------------------------------------ 3.12 57.81
South Catrlina --------------------------------------------------------- 65 00 70.97
South Dakota ----------------------------------------------------------- 65.00 6L 78
Tennessee ------------------------------------------------------------- 65.00 69.43

Teons ---------------------------------------------------------------- 5372 53L 5
Utah ------------------------------------------------------------------ 6 4.52 68.07
Vermont -----------------------------------.------------------------- 64.88 6L 40
Virgin Islands ---------------------------------------------------------- 51 00 5a 00
Virginia ---------------------------------------------------------------- 51.71 5654

Washinpton ----------------------------------------------------------- 50.0 5& 00
West Virginia ---------------------------------------------------------- 63.73 67.35
Wisconsin -------------------------------------------------------------- 53.27 57.95
Wyoing --------------------------------------------------------------- 51, to 5100

Source: SSA/ORSJFASS, Aug. 24. 1971

64-566 0 - 80 - 74



APPENDIX E--VARIABLE AMOUNTS APPLICABLE TO
SELECTED PROVISIONS

[Note: See Appendix B for Tax Rates and Bases]

1. Retirement test exempt amounts:

Far pe"m under ager For persons sue U-7,'
Yew Monthly amount Annual amount Monthly amount Anuual -mount

1977.-$250 $3, 000 $250. 00 $3,000
1978 270 3,240 33. 33 4,000
1979 290 3, 480 37& 00 4, 500
1980 310 3g720 416 67 5,000
1981 (2) (M) 458. 33 5,500
1982_ () (1) 500.00 6,0001983 (2) (2) (2) ()

'I fiectiv 1962 the me at which the r.Urenwant teeames to apply wig be reduced frhm 72 to 70.

3 Amount Is Incre automnatcally to reflect l.-reaese in average wages.

2. Increased benefit levels wider automaticc provisions:

Monthly amount of-

8upplemental security
Special benefts Special income

Percentage - minimum
Year increase I Individual Couple factor I Individual Couple Emntialperson

1975----- & 0 $69.60 $104.'- $9.00 $157.70 $236.6 $78. 90
1976---- 6. 4 74.10 111.20 9.00 167.80 251.80 84. 00
1977---- 5. 9 7& 50 117.80 9.00 177.80 266.70 89.00
1978 ---- C. 5 83. 70 125. 60 611.50 189.40 284.10 94. 80
1979----- 9.9 92.00 138. 10 (1) 208. 20 312. 30 104.20
1980 14.3 105. 20 157.90 (7) 238. 0 357.00 119.101981 ... (5) (,) (5) (') (5) (C) (a)

a This peetage Is applied to increase social security benefts effective June of each year and supple-
mental security income beneAts rfletive July of acb year. (For person becoming eligible for benefit s tJi
1=8 these percentaMg are applied to increase the benefit determined by the basic formula Jor yeas alter
the m beoi they remch age 62 de, or become dimbled.)9 Undt: Znc.7 Wnd 228

. Under. am21 (1) (C) (iI).
a Under me. 1611.
I Automaticadln Inrr as Consumer Price Indes rim.
6 Effective for mouths after December Iv78.
7 Special minimum is detemine for yeas after 1978 by applying the Sll$. factor and incre3fing the

result by subsequent cost-of-vig increwae Perceutages. See sec. 7 of this appendixL
(ix)
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3. Formulas for determining benefit amounts under 1977 act:

For Determining Primary Insur-
ance Amount (PIA):

90 percent of Average lndexed
Monthly Earnin 8
(AIJE) up to"4"; plus

32 percent of AIME above "A"
but not above "B"; plus

15 percent of ALVE above "B.'"

For Determining Maximum Fam-
ily Benefit

150 percent of PIA up to "C";
plus

272 percent of PI.4 above "C"
but not above "D"; plus

134 percent of PIA above "D'"
but not above "E"; plus

175 percent of PIA above "E."

Yer of worker's ist elhgibIty or death A B C D z

1979.-$180 $1, 085 $230 $332 $433
1980--194 1, 171 248 358 467
1981-(2) (2) (2) (2) (2)

'The year in which the insurcd individual first becomes eligible for an old-age insurance benefit (i.e.
Sdisabilit insurance benefit, or (if he did not become eligible for either) the year of his death

A ied to reflect increasea or decrease in wage levels

4. Quarter of coverage amount:

[NoTz: Prior to 1978, an individual generally gained one quarter
of coverage under social security for every calendar quarter in which
he earned $50 or uiore in covered wages.]

Annual earnings under social security required for-

l quarter of 2 quarters of 3 quarters of 4 quarters of
Year coverage coverage coverage coverage

1978.-$250 $500 $750 $1,000
1979--260 520 780 1, 040
1980-290 580 870 1, 160

'Automatically increased as wage levels ris.

5. Average annual wages for indexing purposes:
Yeer Avrwage wae YVeer

1 --------------------- $2,799.16 1965
52 ---------------------- 2,973.32 1966--------------------

---------------------- 3, 1&9. 44 1967--------------------
S ---------------- 3,155.04 1968--------------------

55 ---------------------- 3,301.44 1960--------------------

3,532.36
3,641.72
3,073. 80
3, 855. 8r
4, 007. 1Z

4,086.76
4, 291. 4O
4,396.04
4, 576 32

-1970
1971
1972
1973
1974

Average wages

$4,658.72
4, 93& 36
5,213.44
5,571.76
5, 83. 76

61186.24
6,497.08
7, 133. 80
7,580.16
8,030.76

1975 ---------------------- 8,630.92
1976 ---------- ------------ 9,226.48
1977 --------------------- 9,779.44
1978..--...10,55G.03

19•
19•
19.'

1956
19-57
1958
1959
1960

1961
1962
1963
1964

----------------------
----------------------
----------------------
----------------------
----------------------
----------------------
----------------------
----------------------
----------------------

----------------------
----------------------
----------------------
--------------------------- -----------------
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8. Year of coverage amount:

* [Norz: For purposes of section 215(a) (1) (C) (i) (II), a b"year of
coverage" for years prior to 1978 equals 25%7 of the maximum amount
of earnings subject to tax as shown in Appendix B.]
Year: A mount

1978 ----------------------------------------------------- $4,425
1979 ------------------------------------------------------ 4.725
1980 ------------------------------------------------------ 5,100
1 1 --------------------------------------------------------- (1)

I Increases automatically at; wage levels rise.

7. TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY BENEFITS UNDER SUBPARA-
GRAPH (CXIXII) OF SUBSECTION 215(aXl) BEGINNING JUNE 1980

I II Ill

(Years of coverage) (Primary insurance amount) (Maamum family benehts)

If aa individual's years of coverage The amount referred to in sec. 215 And the maximum amount of benefits
(aw determined under sec. 215(s) (aXlXCXiXll) shall be- able (as ptovidd in sec. 215X0=D)oe
(lXCXii) are.- the basis of his or her wages and self-el-

ployment income shall be-

11 $14.60 $21.90
12 29.00 43.50
13 43.50 65.30
14 57.90 86. 90
15 72. 30 10. 50
16 86.80 130.20
17 101.20 151.80
1s 115.70 173.60
19 130.10 195. 20
20 144. 50 216.80
21 159.00 23L.6022 173. 40 260. 20
2n !88.0 282.00
24 202. 40 303.60
25 21L. 80 325. 20
26 231.30 347.00
27 245.70 368. 60
28 260.10 390.20
29 274.60 411.90
30 289.00 433.50

Note: The amounts shown in the above table for years of coverage less than 20 are not payable for June 1900 through
December 1980 because the corresponding values shown in column II are less tnin the $139.50 minimum primary insurance
amount payable for that period. For months after December 1980. a special mini.-um primary insurance amount of $130.10
will be payable.



APPENDIX F-SECTION 215 UNDER FORMER LAW

Note: The 1977 Social Security A nwendments greatly modified the
manner of computing social security benefits. In a number of cases,

however, the former law continues to be applied. The basic benefit corn.
putation section as previously in effect is rep3 ;nted in this appendix.

Computation of Primary Insurance Amount

Sec. 215. For the purlposes of this title-
(a) The primary insurance amount of an insured individual shall

be determined as follows:
(1) Subject to the conditions specified in subsections (b), (c),

and (d) of this section and except as provided in paragraphs (2)
and (3) of this subsection, such primary insurance amount shall
be whichever of the following amounts is the largest:

(A) the amount in column IV of the following table (or,
if larger, the amount in column IV of the latest table deemed
to be such table under subsection (i) (2) (D)) on the line on
which in column III of such table appears his average
monthly wage (as determined under subsection (b)) ;

(B) the amount in column IV of such table on the line on
which in column II appears his priviary insurance amount
(as determined under subsection (c)) ; or

(C) the amount in column IV of such table on the line on
which in column I appears his primary insurance benefit (as
determined under subsection (d)).

(2) In the case of an individual who was entitled to a disabil-
ity insurance benefit for the month before the month in which
hre died, became entitled to old-age insurance benefits, or at-
tained age 65, such primary insurance amount shall be-

(A) the amount in column IV of such table which is equal
to the primary insurance amount upon which such disability
insurance benefit is based; except that if such individual was
entitled to a disability insurance benefit under section 223
for the month before the effective month of a new table
(whether enacted by another law or deemed to be such table
under subsection (i) (2) (D)) and in the following month
became entitled to an old-age insurance benefit, or he died in
such following month, then his primary insurance amount for
such following month shall be the amount in column IV of the

(xilo
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new table on the line on which in column II of such table ap-
pears his primary insurance amount for the month before
the effective month of the table (as determined under subsec-
tion (c)) instead of the amount in column IV equal to the
primary insurance amount on which his disability insurance
benefit is based. For purposes of this paragraph, the term
"primary insurance amount" with respect to any individual
means only a primary insurance amount determined under
paragraph (1) (and such individual's benefits shall be
deemed to be based upon the primary insurance amount as
so determined) ; or

(B) an amount equal to the primary insurance amount
upon which such disability insurance benefit is based if such
primary insurance amount was determined under paragraph
(3).

(3) Such primary insurance amount shall be an amount equal to
$9.00 multiplied by the individual's years of coverage in excess of
10 in any case in which such amount is higher than the individ-
ual's primary insurance amount as determined under paragraph
(1) or (2).

For purposes of paragraph (3), an individual's "years of coverage" is
the number (not exceeding 30) equal to the sum of (i) the number
(not exceeding 14 and disregarding any fraction) determined by di-
viding the total of the wages credited to him (including wages deemed
to be paid prior to 1951 to such individual under section 217, compen-
sation under the Railroad Retirement Act of 1937 prior to 1951 which
is creditable to such individual pursuant to this title, and wages
deemed to be paid prior to 1951 to such individual under section 231)
for years after 1936 and before 1951 by $900, plus (ii) the number
equal to the number of years after 1950 each of which is a computation
base year (within the meaning of subsection (b) (2) (C)) and in each
of which he is credited with wages (including wages deemed to be
paid to such individual under section 217, compensation under the
Railroad Retirement Act of 1937 which is creditable to such individual
pursuant to this title, and wages deemed to be paid prior to 1951 to
such individual uider section 229) and self-employment income of
not less than 25 percent of the maximum amount which, pursuant to
subsection (e), may be counted for such year.

'The amount in par. (3) as in effect in December 1978 was $9.00. See. 215(a) (5) pro-
vides that this amount shall be increased, effective January 1979 to $11.50.

Xiv
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TAIL[ iCR CETESMAINIIG IMUAMY INSUItANCE ANCUNT AND MAXIMUM FAMILY UENEfiTS SE.BINNIN6
JUNE 1978

IIIII IV V

(Primary aaw-
one amoud (Pnmauy (Maxim m

(Primary inwnnce bonelk eat vet forsIWance family
under =133 Act. as modifiOd) June 1977) (Avrap monthly wags) amount) benO)

And the maxi-
mum amont

of bewets
payable (as

it an indivwIdl's pimay In- Provided in
surammce be (as detr- Or his prinma Or h wvea monthly waP (as The amount soc. 2Q0())
min under Subset0 (d)) insrawce dmied under subse, (b)) referred to in on the bass
is- amount (as is- the precong of his wages

determined , araiamo of and se-
Bet net more under subser. But no mee this subsection employmnet

At leas"- than-- (c)) is- At least- than- Al be- incomeshall be-

............. 116.2 114.W ---------------- $76 $121.80 5182.70
$16.21 16.84 116.10 577 78 123.7 185. 60

16. U 17.60 118.30 73 0 1 189.90
17.61 18.40 121.06 81 81 121. 30 191. 50
18.41 13.24 123.00 82 83 131.20 19. 0g
19.25 20.00 125.0 M4 95 134.00 201.00
20.01 20.64 12L.10 8S 87 136.50 204.80
20.65 21.28 13L.10 88 89 138.60 207.90
21.23 21.88 132.70 68 68 141.40 212.10
21.89 22.28 135.00 91 92 143.80 215.70
22-.2 22.66 137.20 93 94 146.20 219.35
22.,6 23.06 133.40 95 96 148.50 222.80
23.03 23.4 142.00 97 97 151.30 227.06
23.45 23.76 14. 30 98 99 i 73L0 230. 60
23.77 24.20 147.16 100 101 1.%70 23. 10
24.21 24.60 149.20 102 102 118.98 238.50
24.61 25.06 151.70 103 104 161.60 242.40
25.01 25.48 154.50 105 106 164.60 246.90
251.43 25. 92 157.00 107 107 167.30 251.06
25.33 26.40 159.40 108 103 169080 254.80
2.41 26.34 161.96 110 113 172.50 258. K
21.9. 27.46 164.20 114 118 174.90 262.40
27.47 28. 00 166. 70 119 122 177.60 266 50
2L 01 28. 68 169.36 123 127 180. 40 270.60
28.69 23.25 171.80 128 132 183.00 274.60
29.26 21.68 174.10 133 136 185.56 278.30
23.13 30.36 176.50 137 141 188.00 282.10
30.37 30.92 173.10 142 14" 190.80 286.20
30.93 31. 36 181.70 147 150 193.60 290.40
31.37 32.00 183.90 151 155 195.90 293.90
32.01 32.60 186.50 156 160 198.70 298.10
32.61 33.20 180.06 161 164 201.30 302.00
33.21 33.88 191.40 165 163 203.90 305.98
33.89 34.50 194.00 170 174 206.70 310.10
34.51 35.00 196.30 175 175 209.10 313.70
35.01 35.80 1908.9 179 183 211.90 318.00
35.81 36.40 201.38 184 18i 214.40 321.70
36.41 37.06 203.98 1i0 193 217.20 6.00
37.03 37.60 206.40 194 197 219.90 329.90
37.61 38.20 208.80 196 202 222.40 333.60
3X.21 39.12 21150 203 201 225.30 338.00
39.13 39.66 214.00 206 211 228.00 342.00
38.60 40.33 216.80 212 216 230.10 345.23
40.34 41.12 21L.70 217 221 233.00 349.50
41.13 41.76 221.20 222 225 235.60 353.40
41.17 42.44 223.68 226 230 238.50 357.80
42.45 43.20 226.30 231 235 341.10 361.70
43.21 43.76 229.10 236 239 244.00 366.10
43.17 44.44 231.20 240 244 246.30 371.10
44.45 4.88 233.50 245 249 24L.70 378.80
44.a 45.60 236.40 250 253 251.80 354.90

238.78 254 258 254.30 392. 50
240. 80 250 263 256.50 400.00
243.17 264 267 250.60 40. 00
246.10 268 272 22.10 413. 70
24. 70 273 277 264.390 421.20
251.00 276 281 267.40 427.20
253.50 282 286 270.00 434.90
256.20 287 291 272.90 442.60
258. 36 23 2 275.10 441 50
261 10 236 278.10 436.10
26L.50 301 306 28L.78 43.80s
26L580 306233.10 46.80



Sec. 215(a) xvi Revised April 1978

TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY BENEFITS BEGINNING
JUNE 13fl-Colwed

II III IV V

(Prlmay iasw-
ance amount (Primary (Maximum

(Primary inseramce benefit elective for insurance famdiy
under 1939 Act. as modified) June 1977) (Avea. monthly wage) amounmo b wMs)

And the mazi.
mum amoeAt

of bonlis
payable (as

If an ondiiwdul's primary in. prove tn
swirsce boenfe (as deter- Or his primary Or his average monthly wage (as The amount se-. 203(Q)
mned under subset. (d)) insurance determined under subm.. (b)) referred to in on the basis
IS- amount (as is- the preceding a his wages

determined paragraphs 3 and self.
But d mere under subsec. But not mere this subsectiom employmw

At least- than- (c)) is-- At least- that-- shaM be- income a be-

26L 54
270.70
271.20
275.3
278.10
231.00
283. 00
283.60
28L 30
290.L5'
293.30
295.60
297.90
300.60
303.10
305. 70
307.90
310.30
313.00
31. 40
313.20
320.20
322. 50
324.80
327.40
323.60
331. 60
334.40
336.50
33L.70
341.30
343.50
345.80
347.90
35t.70
352.60
354. 90
357.40
350.70
361.90
364.50
366.60
36L.30
371. 10
373.70
375.80
37L 10
380.80
382.0
385. 10
387.60
339.90
392.10
393.90
39. 10
39L.20
400.40
402.30
404.40
406.20
408.40
413.20
41. 60
414. 60

310
315
320
324
329
334
338
343
348
352
357
362
366
371
376
380
335
390
394
39"
404
408
413
413
422
427
432
437
"441
446
451
455
460
465
469
474
473
483
488
493
497
502
507
511
516
521
525
530
535
539
544
549
554
557
561
564
563
571
575
573
582
585
583
592

314
313
323
328
333
337
342
347
351
356
365
365
370
375
373
334
389
393
398
403
407
412
417
421
426
431
436
440
"5
450
454
459
464
468
473
478
482
487
492
496
501
506
510
515
520
524
523
534
538
543
548
553
556
560
563
567
570
574
577
531
534
501
591
"s5

286. 00
283. 30
291.00
291.80
296.20
29. 30
301.40
304.20
307.10
303.40
315 40
314.90
317.30
329.20
322.9
325.6G
32L.00
33s.50
333.40
336.00
338.90
341.10
341.5'
346.00
34L.70
351.10
353.20
356. 20
353.40
360.80
363.50
365.90
368.30
370.60
37. 50
37.6 0
373.00
380.70
383.10
385. 5
38L.20
390.50
392. 90
395.30
39L.00
400.30
402.70
405.60
407.70
410.20
412.30
415.30
417.60
41. 60
421.90
424. 10
4216.50
423.50
430.70
432.70
435.00
43w.0s
439.5'
"441.60

477.40
485.10
491.10
49C. 70
5o6.20
512.5S
519.90
527.54
533.61
541.20
548.0s
554.90
562.50
569.96
576.31
SS3390
531.36
597.40

50.10
61. 70
61361
626.36
633. 0
L39. W
647.5'
655.10
662.70
665. 7
660.70
671.40
676.30
680.10
683.30
W. 10
690.80
694.60
697.70
701.60
705. 40
70L.40
712.10
715.80
719.00
722.80
726. 70
729. 50
733. 40
737.10
740.20
744. 10
747.80
751.60
753.90
756. 90
75* 30
762. 30
764.58
767. 50
769.98
772.30
775. 20
77. 20
7u 50
733.5'
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AB O FoDEEMINING PRIAR INSURANCE AMOUNT AND MAXUM
JUNE 9Il -,etiued

See. 215(a)

FAMLY BENEITS BEGINNING

II III IV V

(Primary usew-
ame mood (Prima'y (Manmom

(Pmrmayu samac beoite elective for anasmao lashl
huN 1933 Act, n mdh Jim 1177) (Avmp meos• wap) aouus beu)b)

Asd the maXi-msm amount
d befft

1 am audi'uas primary go m- ~ a paybe(as
sw *u e s s ( ds deter-mOes? oudeO suitisee. (b)) Tel let sec. 203( a))mwal wedw sub (d)) ,msswmn" dd • ods@ s• •&~h))s toweodol"No oWom h s b&&s)

is-swamet (as s-the precsdumg ehis waes"detmmnsed paapphsl of ao a"--
Bt ad omere nuder subseC. eat tais subasctim erAt led- ths-- (c)) *s- At lest- thee- si be- iacme sWbe-

416 70
41& 70421.70422.79
424.30424 90
42L.SO42L5SO
431.03
433.0
435. 10
437. I0
43L.20
441.40
443.20
445.40
447.40
448L60
44.90
451.50
453. 10
454.0W
45. 40
458. 00
450.3
461.20

464.50
464. 10
467. 70
464.40
471.00
47M.60
474.20
475.90
477.40
478.90
4W0.40
481.80
483.20
484.50
485.80
487.20
48W.60
4K1so
491. 10
492.50
494.00
495. 3
496.70
498. 0
499. 40
5o. 70
502.00
53.30
54. 70
SOL0
507.54
50.31
si5 20
511.50
S12.3s
514.10
51L 55
51I.S

596
53
603
606
510
613
617
621
624
628
631
635
638
642
645
649
653
657
661
666
671
675
681SM
691
696
701
706
711
716
721
726
731
73A
741
74'
751
75'
761
73
771
776
781
736
791
796901
80681

816
821
826
8318358
841

851
856
061
$66
871
876
81
186

538
602
605
680
612
616
620
623
627
630
634
637
641

648
652
65
676
35!

675
63
685
690
695
700
705
710
71S
720
725
730
735
740
745
750
755
760
765
770
775
730
785
7o
795Soo
8s
810
81s
820
825835
83.5
840
845850

Msstin

81,5
870
875
88.5as

"44 so
44L.00
448. i0
4,&30
452. 60
454.70
454.60
45. 10
46L20
463.4046,5. 60467.30
470. a0
472. 10
474. 40
476.5

477. o
478.20
4182.60
4814.40

487.36
481.70

492.90
494.175

48L140

49L 20

503.40
505. 10
506,.90
506.50
510. 10
511.70513. 20
514. 70
5153 o517. 40
518. s
52O.40
521.705i3. 10
524.60
521•20
527.50

530.40
531. 70
533.35
5314.70536.10
537.60
538.
540.50
5413.0
543.40
S44.3
544.35

546.18

55. 90
54L 90
M&.4a

785. 6
70. so
79L 10
794.00
79. 50
79L50
M2. b0

37.90
8110 70
814.17
8i1 50822. 40
826. 10
833. 10
833.15
835. 10838.40

841.50844.50
547.40
8W0.50
853.50
8%40
Wt~. "0

832.60U 60
865.6058.50
UL So
874.60
877. 60
8K.70
33.80
886. 70
11 90
32. 70
5. 40

897.80
900.40
903.00
90. 40
907.90
910. 40
912.90
915.40
918.00
920.50
923.00
92S.60
925.00
931. 60
933. 10
93. 70
93L.10
9413"

948. 10
95&0.0
95• 21

95L 7
963.2



Sec. 215(a) xviii Revised April 1978

TAKLE FOR DETERMINISG PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY BENEFITS BEGINNING
JUNE 1978-Coestlaed

II III IV V

(Prisary mIsw-"a amoe. (Primary (Maim=
(Primay isuuce bsemft dective fet esurame family

under 19= Act, a modaled) Jum 1977) (Averue aMWMY wap) aougut) befeit)

Aod the ma.-

dl bieaft-aal (as
lfan lmdaviadals prima u - I . vid* 0

swam befet (as det- Or hus Srimauy Or hs avweap mstmMy waig (as The amoet mw- 203(a))
muted gadu mubset (d)) msuuwco deteumeduadew Ws (b)) renerod tein on the basis-amoum (as O-w theoodn of he

determaed arephs "m-4 ad awe e5 Sadu subsec. a" •t faraUr
At lea01- thi0 - (c)) i.- At leas- t - sAll be-- lam a be-

518&20519. 60
521. O0
522.30
523.76
528.30
52?. 60
529.00
5340.
531.70S3. 00

534.50
L"5.90o
537.30
538.40
539.80
54L 20
542.60
543.80
54S.20
54M.60
547.80
548.L
SW20
551. 5
552.60
553.80
555.10
M55.20
557.54
558. 80
559.00
561.10
52. 40
563.60
564.Sw
566 00
567.36
568.4
569.70
571.00
572.00
573.30
574.60
575. 70
577.00
578.20
579.40
58.60
581.90
583.10
564.20
585.50
5L.70
587.90
51K.20
59.30
591. 40
592.60
53. 70
594. 0
59. 0S

97. 10

Iftl886
901
906
911
916
921
926
931'US4m
041
946
9S5
%56
961
966
971
976
981M!

996
W1.0

1,0011,006
1.011
1,016
1.021
1,026
1.031
1.036
1.041
1,046
1,051
1,056
1.061
1,066
1,071
1,076
1.081
1,.06
1. C91
1,096
1, 101
1.106
1.111
1 116
1. 121
1.126
L 131
1.136
1.141
1.146
1. 1is
L 156
1.161
1,166
1. 171
1.176
1. 181
1.186
1. 191
L 196
1,201
12,6

M

895
900

920925
93
M
'3594.

"ST
965
97.
97S

1,010
1020

9030"O3

I, 045
1,06
1,065

1075

1.006

1,085

1,090

1,103

1. Ill
1ill5
1.120
1.52S

1,013
1. 140

I. 150
I. 1SS
1. 160
1, 1651.170
1.175
1.0 O
1.185
1. 1901.090
1.200

L .20

1.1215

S.00
553.40
554.90$54. 30
557.0
5509.35Mau
561•. So
563.40
564.90
S6.30
S6. 70
566.31
S70. n
57L 30573. 40
574.3S
S7L577.40
S?t 26
500.70
532.20
5W3.50
584.f0
SI6.0
587.40
5O.60
500.00
5S1.20
50240593.80

S5. 20
596.20
"507.60
53. 'A
600.30
601.60
602.80
604.20
60S.4
606.30
603.20
609.20
610.60
612.00
613.20
614.60
615.80
617. 10
618. 40
619. 80
621. 10
22. 20

623.60
624. 90
62. 20
627.50
628. 70
629.93
631.20
632.50
631. 7s

63L 00

",6. 00
"t6830
970. 90
973.50
976 00
978. 3

"t3.40MS.go
"t0050
"91. 06"S.so
966. 10398.60

1. 001.00
1.003.60
1.00. 620
1.00350S
1,0.L 01, OIL 61,013.60

, 016. 20
1,018. 60
1,02&.70
1,023120
1,025.30
1. 027. 81
1.029.9
1,032.20

1,034.50

1.03. 70
1.037.10
1.041.30
1,043.40
1.04S.38
1,048.00
1, 050. so
1. 072.60
1,054.30
1,057.10
1. £58. 0
1,061.70
1,064.00
1.066L I
1,068L50
1.070. 10
1.073. 10
1,075.30
1,077.60
1.079. 70
L 02. 20
1,064.40
1,06. 70

1.091. 10
1.093.40
1, 095.30
L. 09L 00
I. Ir. 20
L,102. 20
1,104.33

1.103L63
1,118.60
1. 111-9J



Revised April 1978 six Sec. 215(a)

TAKLE FOR DETEWMININM PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY BENEFITS BEINNING
JUNE I970--estisd

Ii Il IV V

(Prmary imssr.
oan east .(Pr..fy (Maamum

(Prnmey aurasco beseM s ctsv for swam famtly
i 13 Act. an modaifd) Juge 1377) (Averap medil wags) amsom ) bessfta)

of beowl'ts
payable (a

E as isdivwdal' pr Imarm es provided is
wuamni bessits (as dets- Or his primary Or his #isras monthly was (as Ths aumust in. 203(a))
med Umner subm (d)) wrmmw dosrmisd wader subsec. ()) referred to to am "- bass
is- amount (a is- the precedSng of his wami

ddoetmisud pAarapl13 and self
gSt sod more usder sasLc. Bet soa awe Ws subsedim emu ovmeat

At least- tha- (O)) is- At hist-- Na- shell be- iasums sil be-

530. 20
"591.30
630.40
601.60
602.70
603.8
605.00
600.10
607.20
603.30
600.50
610.60
611.10
612.80
613.00
614.30
616 00
617.00
61L 10
619. 10
620.20
621.30
62. 30
623.40
624.40
625.50
62. 60
627. U
62L 70
629.70
63&80
63L18
632.90
633&30
634.90
L35.90
63L 90
637.90
638.90
639.90
640. 90
641.90
"642.90
643. 0
644.90
645.30
646.90
647.90
645.90
649.90
650.90
651.90
652.30

1. 211
1.216
1.221
1.226
1.2311, 230
1.241
1, 246
1,251
1,256
1,261
1,266
1,271
1,276
1, 281
1,286
1, 296

1,301
1,306
1, 311
1,3161, 3211.326

1,331
1,330
1,341
1346
1 351
1,356
1,361
1, 376
1,371
1, 376
1,381
1,386
1.391
1,396
1.401
1,406
1,411
1,416
1,421
1,426
1 431
1,436
1,441
1,446
1, 4511,450

1, 4611.466
1,471
1,476
1,4811,401

1,491
1,430
1, 501
1,506
1,511
1,521
1,526

1,215
1,220
1,225
1.230
1,235
!, e40
1,24S1,250
1, 255
1,20

1.270
1.27S
1,2801,2851.200
1,290
1,295
1,300
1. 310
1, 315

1,320
132S5
1,330
1,335
1,340
1,345
1.350
1,355

1,365
1,370

375
330

1,38S
1,33
1,395
1.0

1,410
1,415
1,420
1,425
1,430
1,435S
1, 445
1, 450
1,455
1,460
1,4651. 470
1,47S1,430
1,485
1,490
1, 500
1,505

510
515

1,520
1.52S
1.530

637.10
6330
63.50
6400.
641.90
643 10
644.0
64. 5o
644 70
647.90
649. 20
650.30
651. 50
65L.70
653,70
64. 90
65w 10
157.20
658. 30
659.4
660.60
661.70
66280
"64.30

s5. 09
666.20
"66I.40
663L40
669.60
670.76
671.30
672.30
674.10
675. 20
67L 20
617.30
678.3O
679. 40
68L.50
681.50
682.60
683.70
654. 70
6585.0
6.L0
687.30
6.& 00
690. 10
69L 10
693.20
693 30
694.30
695.40
69.40
697.40
69. 40
693.40
700.40
70L 40
703.40
703.40
704.40
70. 40
706.40

L 114. 0
1.117. 00
1 11100
1, 121.20
1. 123. 20
1.125. 40
1.127.50
1,129.64.131.66
1, 131.6

1,133.00
1.140.00
1,142.20
1,144. 11,146.10
1,14L3001,150.01,15& 08

1.154.00
I,15S.901,157.30

1.159.30
1. 161.9
1,163.o01,115s.

1,167.70
1.169.701.17L. 70
1,17170
1.173 70

1,177.76
,17. 60

1.18L 60
18L. 30

1,187.10
1,18t001,190.
1,19376
1.1w4.60
1, 196.50
1, 193. U
1,230.20
1, 202.00
1,203.30
1,20L 76
1,207.70
1,209.50
1,211 40
1,21& 20
1,21L 10
1, 216.30

,218. 70
1,220.50
1.222.20
1.224.00
1.225.70
1, 227. 50
1,229.20
1,231.00
1,232.7.
1234.50
1, 23L.20



Sec. 215(a) xx

TAKE FOR OETWINIG PRIMARY INSURANCE AMOUNT ANO MAXIMUM
JUNE 1978-Ceetinud

tl III

Revised April 1978

FAMILY BENEFITS BEGINNING

IV

(Primary instance beefitsodea 1019 Ac. as modified)

If am imlividval's primary i.
surawo beaest (a deter-
mined under subsec (d))

d ad mowe
At luast- ONa-

(Prim" Ium-
ama1 amood
effective for
June I97 (AvWeae o"* wase)

Or his primary

amount (as
didefauned

under sb.-
(0)) is-

Or his voap f wage (a
,10sund s (b))

But Ead more
At least- "I&*-

1.5311.5361. 541
1.541
1, 551
1,556
1,5611,561
1, 571
1,571I. S76
1, 581
1,5561,591

1,5961. 601
1,601
1,611
1.16
1.621
1,626
1,631
1,636
1.641
1.646
1.651
L 651
1.6611,611
1,671
1.676
1. 681
L,686
1.691
1.696
1, 701L 706
1,711
1,716
1, 721
1. 726
1. 731
1.736
1, 741
1.746
1,751
1.756
1.761
1 7661, 771
1. 776
1,781
1,786
1,7911.796
1, 8011,801
1,311
1. 816
1. 8211,526
1. 831

1,541
1,841

1,5351,546
1,545
1, 550
1, 55

IS70
1. 57f

I.S

1,575
1,506

1,58S
I, 610
I.5915
1,595

1,6001,653

1,1153
1,.620
1.625S

I. 63S

1,640
1,145
1,650
1.,55
1, 660

1. Us

1.67
1.,68
1.690
1,695
1.700
1,70S
L 7101, 715
1,720
1.725
1,730
1,735
1,740
1,745
I,750
1,755
1.760
1,765
1,770
1. 775
1, 780
1 785
1,790
1,795
1, Boo
1,W06
1, 810
1, 815
1,820
1,825
1,836
1, 835
1,N4f
1,545
1,850

.(Primary

am-ut

The amount
reerred to iathe preceding
iwairah of
Usubseection

"ah be-

707.46
75. 40
709.40
710.40
711.40
712.46
713.40
714.40
71. 40
716.40
717.40
71L 40
719.40
720.40
721.40
722.40
723.40
724.40
725.40
721.40
727.40
728.40
729.40
730.40
73L 40
732.40
733.40
734.40
735 40
736 40
737.40
73. 40
731. 40
740.40
741.40
742. 40
743.40
744.40
745.40
746.40
747.40
748. 40
74140
750.40
751. 40
752.40
753.40
754.04
755. 40
75. 40
757.40
756.40
755.40
760.40
761.40
762.40
763.40
764.40
765.40
761.40
767.40
76. 46
769.40
77L040

Vw
(Maximum

beseft)

And tOw mai-

HIM Mood

df befefits
payable (n
provided is
w- 243(aL)

amUn basis
of his wain

animad-

!.24o. 2-
1,238. 00
1, 23f. 7U
1, 24. O0
1,243.20
1. 245. 06
.,24& 7U

1, 24L 50

1: 2% 201.252.0f
1, 25w.
1,257.28f
1, 259 04
1,260.70
1. 2. 50
1,e27.20
,263. 04
, 27. 70

1,269.50
1,211.20

1,273.0ff
1,274.76
1, 27L 50
1, 278. 201,280.00
1,281.70
1.283.50
1.285.20
1.287.00
1,28L.70
1,29&0.S
1 292.20
1,294.00
1,295.70
1.297.S0
1,299.20
1.301.00
1,302. 701,304.50
1306.20
L,30L.00
1 30. 70
1. 311. 50
1,313.20
1,315.00
1 31L 70
1. 318. 50
1 320.20
1,322.00
1323.70
1.325.50
1, 327. 20
1,321.00
1,330.70
1, 332.50
1,334.20
1,336.0f
1, 337. 7
1, 33t.5.
1, 341. 2f
1,343.0&
1,344. 7f
1,34150
1,348.2f

/
I



Revied July 1980 xxi sec. 215(a)
TAKLE FOR DETEMIhI.NG PRMARY INSURANCE AMOUNT AND MAXIMUM FAMILY INUIE TS BEGINNING

JUNE 1975-CedtA und

I II Ill N V

aNw amou b(Priam (~autmum(Priary iaus,•u~e beme4M goctive far mw mfml
eae i Av a me6lsd) Juon IS (Averag NONN a• • 1 1e) august) bmewis)

And Se mat.-
mum a1mo1t

d beefil
If an individual's primary in.p Pab (411

surance beneM (as deter- Of Ia primary Or br ale moMihy Wage (a The amount $a. 0(a))minced under subsec (d)) insWrance diermmnI4nder aubuwrn. (b)) referred toin on O boass- amount (as a- gos pecedan a
deleraned - paragraphs will91f-est ad More under subset. SA ad amer Warn subsection employmentAt lid- thae-- (0)) is- At lnt-- the-.- AM be- macem am be-

1.851 1.1855 771.14 1, 33& o1.856 1.no 77L.40 1.351.70
1,861 1.38 773&4: 133.189
1,3166 1176 774.14 1,355.26
1:871 3875 775.48 1,357.041,876 1,58n 776.14 1.158.70
1. at 1.3all 777.18 1,360.50
1.,3U6 1.no 778.1 1,32.261,591 1.59 7?9.8 1 ,3X4. o0
1,56 1,90 736.18 1.365.76
1,901 1,1us 781.48 1. 367. 501.906 1.910 782.40 1: 36. 20

TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY BENEFITS BEGINNING JUNE
1980 FOR INDIVIDUALS TO WNOM PRE-1977 LAW APPLIES

II I III IV V
(Primary insure.

ance amount (Primary (Mamumm(Primary insurance benefit effective fo insurance familyunder 1939 act, as modified) June 1979) (Average monthly wage) amount) benefits)

And the maxi-
mum amount

of benefits
It an individual's primary in- payable (asprovided insurance benefit (as deter- Or his primary Or his average monthly wage (as The amount sc. 203(a))mined under subsec. (d)) insurance determined under subsec. (b)) referred to in on the basisis- amount (as is- the preceding of his wagesdetermined paragraphs of and self-But not more under subsec. But not mote this subsection employmentAt least- than - (c)) is- At least- than- shall be- income shall be.-

16. 21
16. 85
17.61
18. 41
19.25
20.01
20.65
21.29
21.89
22.29
22.69
23.09
23.45
23.77
24.21
24.61
25.01
25.49
25.93
26.41
26.95
27.47
28.01
28.69
29.26
29.69
3L.37

16.20
16.84
17.60
18.40
19.24
20.06
20.64
21.28
21.88
22.28
22.68
23.08
23.44
23.76
24.20
24.60
25.00
25.48
25.92
26.40
26.94
27.46
28.00
28.68
29.25
29.68
30.36
3O.92

133.90
136.00
139.20
141.70
144.20
147.30
150.10
152.40
155.40
158.10
160.70
163.30
166.30
169. 06
172.30
174.70
177.60
180.90
181.90
186.70
189.60
192.30
195.20
198.30
201.20
203.90
206.70
209.70

77
79
81
82
84
86
88
90
91
93
95
97
98

100
102
103
105
107
108
110
114
119
123
128
133
137
142

76
78
8o
81
83
85
87
89
90
92
94
96
97
99

101
102
104
106
107
109
113
118
122
127
132
136
141
146

153.10
155.50
159.20
162.06
164.90
168.40
171.60
174.20
177. 70
180.80
183. 70
186.70
190. 10
193.20
197.00
199. 70
203.10
206.80
210.20
21140
216. 80
219.80
223.20
226.70
230.0 6
233.10
236.30
239.70

229.70
233.30
238.80
243. 20
247.40
252. 70
257.50
261.30
266.60
271.20
275.60
280.10
285. 20
289.80
295.50
299. 70
304.50
310.30
315.40
320.20
325.20
329.80
334.80
340. 10
345.00
349.7.
354.50
359.60

SI I I I d A A A



Sem. 215(a) xxi-A

TABLE FORE DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY BENEFITS BEGINNING JUNE
1980 FOR INDIVIDUALS TO WHOM PRE-1977 LAW APPUES-4Cotiue

I II Il1 IV V
(Primary insw-

ance amount (Primary (MMaum
(Primary insurance benefit offective for insurance family

under 101 Act. a modifed) June 1979) (Averag monthly wag) amount) *m

And the maui-
mum amount

of benfitspayable (as
If an individual's primary in. provided i(

surance benefit (as deter- Or his primary Or his averap monthy wage (as The amount soi. 20Kea))
ianld under subsec. (d)) insurance determined under subsec. (b)) referred to in on the basis

is- amount (as is-- the precedin of his waes
determined poa raphs of and self-

But not more under subsect But not more this subsection employment
At least- than- (c)) is-- At least- than- shall be- income shall be-

30.93 31.36 212. 80 147 150 243.3 -" 365.00
31.37 32.00 215.30 151 155 246. 10 369.20
32.01 32.60 211. 40 156 160 249. 70 374.60
32. 61 33.20 221.30 161 164 253.00 379.50
33.21 33.88 224.10 165 169 256.20 384.30
33.89 34.50 227.20 170 174 259.70 389.60
34. 51 35.00 229.90 175 178 262.80 394.30
35.01 35.80 232.90 179 183 266.30 399.50
35.81 36. 40 235.70 184 188 269.50 404.30
36. 41 37.08 238.80 189 193 273. 0 409.60
37.00 37.60 241.70 194 197 276.30 414.50
37.61 35. 20 244.50 198 202 279.50 419.30
38. 21 39.12 247.70 203 207 283.20 424.80
39.13 39.68 250.60 208 211 286.50 429.80
39. 69 40.33 252.90 212 216 289.10 433.70
40.34 41.12 256.10 217 221 292.80 439.20
41.13 41.76 259. 0 222 225 296.10 444.20
41.77 42.44 262.02 226 230 299.70 449.60
42. 45 43.20 265.00 231 235 302.90 454.50
43.21 43.76 268.20 236 239 306.60 460.00
43.77 44.44 270.70 240 244 309.50 466.30
44.45 44.88 273.40 245 249 312. 0 476 00
44.89 45.60 276.80 250 253 316.40 483.70

---------------------------. 279.50 254 258 319. 50 493.10
------------------------.--. 281.90 259 263 322.30 502. 50
--...---------------------- 285.40 264 267 326.30 510.10
---------------------------. 288.10 268 272 329.30 519.80
S291.20 273 277 332.90 529.10
---------------------------. 293.90 278 281 336 00 536. 70
---------------------------. 296.80 282 286 339.30 546.40
--.------------------------. 300.00 2X7 291 342.90 556.10
---------------------------. 302.40 292 295 345.70 563.50
--------------------------- 305. 70 296 300 349.50 573.00
------.--------------.-----. 306. 50 391 305 352. 70 582.80
--------------.------------. 311.20 306 309 355.80 590.30
---------------------------. 314.40 310 314 359.40 599.80
---------------------------. 316.90 315 319 362.30 609.50
-------. -------------------. 319.90 320 323 365.70 617.00
---.-----------------------. 322.90 324 328 369.10 626.50
---.-----------------------. 325.60 329 333 3,2. 20 636.00
---------------------------. 329.00 334 337 376.10 643.90
--..-----------------------. 331.30 338 342 .78. 70 653.20
---------------.-----------. 334.40 343 347 382.30 662.80
-....----------------------. 337.60 348 351 385.90 670.40
---------------------------. 340.10 352 356 388.80 679.90
---------------------------. 343.40 357 361 392.60 689.50
---------------------------. 346.10 362 365 395.60 697.20
---------------------------. 348. 80 366 370 33 . 70 706. 70
----..---------------------. 351.90 371 375 402.30 716. 00
---------------------------. 354.90 376 379 405.70 724.00

357.90 380 384 409.10 733.60
---.-----------------------. 360.50 385 389 412.10 742.90
---------------------------. 363.30 390 393 415.30 750.50
---------------------------. 366.50 394 398 419.00 760.30
--------------------------- 369.30 399 403 422. 20 769.70
---------------------------. 372.50 404 407 425.80 777.20
---------------------------. 374.90 408 412 428. 60 786. 90
---------------------------. 377. 60 413 417 431.60 796. 30
---------------------------. 380.30 418 421 434.70 803. 90
--..-----------------------. 383.30 422 426 438 20 813.50
---.-----------------------. 385.90 427 431 441.10 823.00
----.--------------.-------. 388.20 432 436 443.80 832.60
-------------------.-.-.-.-. 391.50 437 440 447.50 836. 40



xxi-B Sec. 215(a)

TABLE FOR DETrMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY BENEFITS BEGINNING JUNE
491I FOR INDIVIDUALS TO WHOM PRE-1977 LAW APPLIES-Cotinued

1 1I11 IV V
(Primary lansur&ace amount (Primary (Maxium"

(Prmury tswuae beneM effective for insurance family
under 1939 Act. f modified) June 1979) (Averae monthly wage) amount) . benebs)

And the maxi-
mum amount

of benefits
payable (as

if as individual's primary I- provided in
surance beneMt (as deter- Or his primary Of his average monthly wase (as The amount s1C. 203(a))
mined undw subsec. (d)) insurance de mind under subsec. (b)) refwred to i On the basis
is- amount (as is- the preceding of his wain

determined paragraphs 3 and self-
But not more under subse.. But no more this subsectio employment

At least- than- (c)) is- At least-- than- sh be-- income shall be-

------.-.------------------ 3990 441 446 450. 30 84L 4
396.60 446 450 45340 464 00

-.-.-.----.------.--------. 39& 50 451 454 456 70 941&.402. 20 455 450 459.80 8%4.40
--------------------------.. 404.80 460 464 .70 850.00
---------------------------. 407.30 45 •4s 3 K63& 20
--.-.-.----------.------.-. 410. 50 469 473 461.30 867. s
---------------------------. 412.10 474 473 471.90 PL 60

41. 50 479 482 47S.00 876.50
41& 40 483 487 47. 30 881.40421.10 488 492 481.40 886 20
423.70 493 496 484.30 890.06

--.-.---------------------- 426.70 497 501 487.80 894.60
---------------------------. 429.20 502 506 490.60 89. 20
-....---------.-.----------. 431.80 507 510 493 60 903.20

434. 50 511 515 496.70 90. 00
---------------------------. 437.50 516 520 500. 10 91300

440.00 521 524 50300 916.5
---------------------------. 442.60 525 529 505.90 921.40
---------------------------. 445. 0 530 534 509.60 926. 00S .- - - - - 44. 10 535 S3 512. 20 921 90
-------------------------. 450. 90 539 $43 519.40 934.10
---------------------------. 45370 544 54u 518. 60 939.50
---------------------------. 556.50 $49 553 521.10 944.30
------------- 4519.00 554 556 524.70 947.10
-------------------------- 461. 20 557 560 527.20 950. 90
---------------------------. 463.70 561 563 53. 10 95390
-----------..-------------- 466.10 564 567 532. so 957.70

4681L10 56 570 535. 90 90.40
---..----------------------. 471.00 571 574 538. 40 964.20
---------------------------. 47340 57S 577 54L 10 967.30
---------------------------. 47S.60 578 581 543. 70 970.90
---------------------------. 47110 582 84 546. 50 973.90
-------------------------. 480. 20 585 583 548.90 977.70
--------------------------- 483. i0 5 591 552.20 910. s
--------------------------. 485 40 592 595 554.90 984.30
---------------------------. 487.80 596 596 557.60 986. 90

490.20 599 602 560.31 991.10
---------------------------. 492.50 603 605 563.00 993.90
---------------------------. 494. 9 606 609 65. 70 997.50

497.50 610 612 568. 70 1,000.60
---------------------------. 499.80 613 616 571.30 1,004.40
------------------ 5-------- 02. 10 617 620 574. 0 1, 006 20
----------------------- 04. 60 621 623 576. 0 1,011.00
-------------------------- S06. 90 624 627 579.40 1,014.90
--------------------- 50-.30 628 630 582.20 1, 01& 50
---------------------------. 51L 70 631 634 54. 90 1,023.50
---------------------------. 514.20 635 637 587.10 1,02L 30
------------------------- 516. 70 633 641 590. 60 1,033.20
--------------------------. 518. 90 642 644 593 20 1,037.80
---------------------------. 521.40 64S 648 596.06 1 042. 80
--------------------------- W& 7 s649 652 59L 60 1,047.40
--------------------------.. 52 20 653 656 600.40 1,050.40
--------------- 526. 70 657 660 602.l 1, 053.03
-------------------- 5------. 28.60 661 665 604. 20 1.057.20
---------------------------. 530.40 666 670 606.3 1.061.00
----------------- ---- 540 671 675 606.60 1L064.50

4........................... -.530 676 680 - 80,
-------------------------.. 536.10 681 685 612.80 1,072.20
---------------------------. 53120 686 690 615.20 1,075.80
---------------------------. 539.90 691 695 617.20 1,080.00
-..---...-.-.-- ...... 541.70 696 700 619.20 1,083.60

543.70 701 705W 621.50 1, 087.40
-----.-------- ...... 545.60 706 710 623.70 1,091.20
---------------------------. 547.60 711 715 626.00 1,094.10
---------------------------. 549.50 716 720 628.10 1, 09. 70

551.40 721 725 630. 30 1102 ,50S553.30 76 730 632. 50 1. 106. 40

64-5b6 0 - 80 - 75



TAKLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY BENEFITS BEGINNING JUNE
190 FOR INDIVIDUALS TO WHOM PRE-1911 LAW APPLIUES-CcA- ed

II Ill IV V
(Priqury injsr-

ance amoust (Primary (Mlaumum
(Primary imwasc bemeM effective er iraNe tamly

ade 1930 Act, a uod11.0 i Jeas 1979) (Average meotay wae) amount beeues)

And the mazi-
mum amount

of bones
payable (as

If am iudivedna's primary in- provided isseramce benefit (as deter- Or his primary Of his average monthly wage (as The amu• t sec. 203())
mined under subsc. (d)) insurance determined under subsec. (b)) referred to in on the basis
is-- amount (as is-- the preceding of his wages"determined paragraphs of and seHl

Rot do4 more under subsec. But not more this subsection employment
At least- than- (0)) is-- At least- thaft- shall be- income shall be-

.......................................................................................................................................---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------...........................---------------------------------------------------------------------------------------------------------------------------------- -------------------------------------------------------------------------------------
-:1-1-1 --------------------
---------------------------
---------------------------
---------------------------
---------------------------
---------------------------
- ---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
-------------- ------------------------------------------------------------------
--------------- 0 ------0 --------------------------
------------ 7 ----------------------------- 0 --------------------------------------

----------------------
--------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------
---------------------------
---------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------

555.20
557. 10
558.90
560.60
562.40
564. 10
565.70
567. 10
568. 70
570. 30
572.00
573.40
574.90
576.60
578. 30
579.80
581.40
583.00
564.60
586. 10
587.70
589.20
590.90
592.30
594.10
595.60
597.20
"598.&o
600.40
601.90
603.50
604.90
606.60
60L.20
609.90
611.40
613. 10
614.70
616.10
617.60
619.20
620.90
622.40
624.00
625.70
627.40
629.00
630.20
631.90
633.50
635.20
636.60
631L206X 90
641.30
642.50
644.10
64S.60
646.90
64&.20
649.80
651.10

554.20
655.30
656.s0
658.40
65&.30

736
741
746
751
756
761
766
771
776
781
786
791
801796S06
811
816
821
826
831
836
841846
851
856
861
866
871
876
881
886
891
896
901
906
911
916
921
926
931
936
941
946
951

961
966
971
976
981
9Il991
996

1,001

1.011
1,016
1,021
1,026
1.031
1,036
1,041
1,046
1,051
1,056
1,061
1.066

Se0. 215(a) KxI-C

735 634.60
740 36.3 80
745 638. 90
750 640.80
755 642.90
760 644.80
765 646.60
770 648. 20
775 650.10
780 651.90
78S 653.80
790 655.40
795 657.20
800 5. 10
8O5 661.00
810 662. 0
815 664.60
820 666.40
825 66. 20
83O 670. 00
835 671.80
840 673. 50
845 675.40
859 677.00
85S 679.10
860 680.30
865 682.60
870 684. 50
875 686.30
830 68L.00
8M5 689.9O
890 691.50
895 693.40
900 695.20
905 697.20
910 698. 90
915 700.80
920 702.70
925 704.30
930 706. 00
935 707.80
940 709.70
945 711.50
95O 713.30
955 715.20
960 717.20
9 5 71". O0-
970 720.40
975 722.30
980 724.10
985 726.10
990 727.70
99S 729. 50

1,000 731.50
1005 733.10
1.010 734.40
1,015 736. 30
1, 020 738. 00
1,025 739.50
11030 740.90
1,035 742. 80
1,040 744.30
1,04S 746.00
1,050 747.80
LOSS 749.10
1,060 750.80
1.065 752.60
.070 754.20

1.110. 20
1, 113.90
1,117.90
1, 121.40
1,124.90
11127.80
1.131.20
1,134.40
1,137.40
1,140.50
1,143.70
1,146.30

150. 0
1,153. 20
1,156. 40
1,150.50
1,162.801,165.3
1,169.101,172.20
1,175.50
, 178.50

1,181.90
1,184. 70
1,188.10
1, 191.10
1,194.40
1,197.50
1. 200. 70
1,203.70
1,207.10
1, 210.00
1,213.60
1, 216.40
1, 219. 70
1,222.901,226.10
1,229.00
1,232.40
1,235.40
1,238.60
1,241.80
1,245.00
1, 248.10
1,251.40
1,254.50
1,257.50
1,260.30
1,264.10
1,267.00
1,270.20
1,273. 40
1, 276. 70
1,279.60
1,282.30
1, 28. 40

288.10
,291.20

1, 293.80
1, 296. 70
1,299.60
1, 302.40
1, 305.40
1, 308. 10
1,310.70
1,313.90
1,316. 60
1.319.60



nzi-D Se&. 215(a)
TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY BENEFITS BEGINNING JUNE

1966 FOR INDIVIDUALS TO WHOM PRE-1977 LAW APPLIES-Cotioved

I II
(Primary insur.

aUce amount
(Prn iaw&"* benefit effective for

undr 193 Act, modded) June 1979)

If as individual's primary in-
surance benefit (as deter- Or his primary
mined under subset. (d)) insurance
is--. amount (as

determined
But nAt moro under subsec.

At least-- than.- (0)) is--

III

(Averag, monthly wage)

IV

(Primary
Insurance
amoun

Or his aveage monthly wage (as The amount
detemined under subsec. (b)) referred to in
i-the precading

paragraphs of
But not more this subsection

At lest-- than-- shall be-

V

(Maximum
family

befets)

And the maxi-
mum amount

of benefits
payable (as
provided in
sec. 20 ))

on the basis
of his wage

and self.
employment

income " be-

---------------------------------------------------------------------------------
------------------------------------------------------

662.50
664. 10
665.40
666.90
668.50
669.60
671.10
'72.60

674.00
675.50
676.80
678L 20
679. 70
681.20
682.60
683.80
685.40
686.80
685.20
689.70
691.00
692.30
693.70
694.30
696.30
697.60
699.00
700.20
701.50
702.90
704.30
705.50
706.80
70L.20
700 50
710.80
712.10
713.50
714.70
716 00
717.40
71L 50
719 80
721.10
722.30
723.50
724.70
726.00
727.30
726.50
729.80
730.90
732,20
733.50
734.60
735.90
737.10
73L 50
739.60
740.90
742.1O
743. 20
744.40
745.50
746. 7
747.90
749.06

1. 0-71
1,076
1,081
1.086
1.091
1,096
1, 101
1,016
1 111
1. 116
1,121
1.126
1.131
1.136
1, 141
1,146
1,151
1.156
1 161
1:166
1, 171
1,1761, 181
1, 1861.191
1. 191
1,196
1,201
1, 206
1,211
1,216
1, 221
1,226
1.231
1,236
1,241
1,246
1,251
1,256
1.261
1.266
1,271
1,276
1,281
1,286
1.291
1,296
1,301
1,306
1,311
1,316
1,321
1.326
1,331
1.336
1,341
1.346
1.351
1.356
1,361
1. 366
1.371
1,376
1,381
1,356
1,391
1.396

1.080 757.36 1. 325.2
1,085 759.10 1.325.00
1.090 760.60 1.330.80
1.095 762.30 1, 33& N
1,100 764.10 1,336.70
1.105 765.40 1. 331L 30
1,110 767.10 1.342.30
1.115 76L.80 1,345.00
1,120 770.40 1,348.10
1,125 772.10 1.350.80
1,130 773.60 1.353.70
1.135 775. 20 , 351 30
1.140 776 90 1.•35&51,145 77170 1,362.30
1,150 780.30 1,365.10
1.155 781.60 1,367. W
1i 160 783.50 1,370.70
1,i15 785.10 1,373. 60
1,170 78L 70 1, 376 60
1,175 788. 40 1,379.40
1.180 789.90 1 382.20
1,18S 791.30 1 34. 70
1,190 79. 90 1. 387.30
195 794.30 1.390.10
1200 795.90 1, 39. 7

1.205 797.40 1.395.20
1,210 799.00 1. 396.10
1 215 80040 1,400.60
1,220 801.90 1.403.201.225 803.50 1.,40.70
1,230 805.10 1. 406 .5
1, 235 806.40 1,411.06
1,240 807.90 1, 413 80
1,245 809.50 1,41, .5
1,250 811.00 1 419.16
1,255 812. 50 421. 60
1,260 314.09 L 424. 30
1,265 815.60 1,427.06
1,270 817.06 L 429.60
1,275 81s.40 432.10
1,280 820.00 434.96
1.285 821 30 437. 30
1.290 822.86 1.43L.80
1, 295 824.30 1.,442.20
1,300 82S.60 444.70
1305 827.00 1447.20
1,310 821. 40 449. 76
1,315 829 90 1,452.16
1,320 831.46 1 454.60
1, 325 832.76 L,457. 0
1.330 834.20 1,45. 76
1,335 835.50 462.16
1,340 837.06 1464.66
1.345 340 ,467.06
1,350 83976 46.50
1,355 841.20 471.96
1,360 84 26 474.40
1,365 844.20 147L.80
1,376 845.40 479. 40
1,375 846 go 4,81.80
1.3N 84L. 30 434.30
1,385 a5450 1, 48L760
1,396 856.90 1,486.00

1,95 5 0 1,491.301,46 VA3.56 1,49 307

------------- ----------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------ ----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
-----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------

--... -. . . o- ---------- ------

--.-- .. ..- .... .. . .- ...

--.--...........-...........

-.---.... .....---. ...... -- --

.0o.0o0.0 ..... ...... ,.-. ...

S ..... o0 ....... -- 0-- .- ...

-- 0o..-- .-.....- .-.........--

.-.-- ......... - o. .........
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TAK0E FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY BENEFITS BEGINNING JUNE
i98 FOR INDIVIDUALS TO WHOM P1-1977 LAW APPLIES--oeeeQid

I II III IV V
(Ptimaiy ine.

anca amount (Primary (Maximum
(Pra Insurance benelMt effective fo insurance family
und 193I Act. as modiied) June 1979) (Averase monthy wale) amount) beeitb)

And the maxi-
mum amount

o boneMs
payable (as

If an inividud's primary in- provided in
surance begolet (as deter- Or his primary Or his average monthly wage (as The amount sac. 203(a))
mined undw subec. (d)) Insurance detWmired under subsc. (b)) referred to in on the basis
Is- amount (as is- the preceding of his wags

determined paragraphs of and sal-
But not more under subset. out not more this subsection employment

At least- thaft- ()) is- At least- than- shall be-- income shl be-

...................... .....

---..- ..... -.... ...... .. --

---...-- ..- .-.. ..--- .-.....-.

-----.----.....------ .....--

............ .... .-.. ......

--o. -- ----- -.. -.-.. ........

- ....---......-- ------- o----

-- ........... .. o..o_.. ....

--.--.....--.. ---.........-- o

...... o. ......... .oo.- ....

--.... -...... .. . ..........

..................... ......

--......--...........--..... o

--- .....--- o-o ----------....

-. o . ------------ ~----.....--
-------................ - ...

.o.. -. o----.o-o----.- .....

.----- ..--- .-- .-- .---. .

S.. . . . . . . . . . . . . . . I .- - -- -- ---

S.. . . o . . . . . . . . . . . . . . . . . . . . .

S.. . . . . . . . . . . . . . . . . . . . . . . . .

S.. . . . o . . . . . . . . . . . . . . . . . . . .

S.. . . . . . . o . . . . . . . . . . . . . . . . .

--.......................... S.. . . . . -. . . . . . . . -. . . . . . . . .

S...... -..... . . ...........

758.
751.40752.50
753.70
756.00756.10757.3I

758.50
750.60
761L 80
762. 00
763. I
764.36
76. 40
76. 50
767.60
768. 7076L. 89
770.90
772. 00
773.10
774.29
775.O3
77L.40

778. 60
779.70
7K 80
781.90
783.00
784. 10
785.20785.30
787.40
788.50
789. 60
790.70
791.80
792.90
794.00
795. 10
796. 20
797.30
798. 40
799.50
800.60
801.70
802.80
803.90

8O6. 10
807.20

8S0.40
810.50
811.60
812. 70
813.70
814.80
81. 90
817.00
81. 10
811.20
820.30
821.40
822.50
823.60
824.70

1,411
1.416
1,421

,42614.11
1,4311, 436
"I,441
1,4461.4

1456
,461I,466

1.471
1,476
1,481

1,491
1.496
1,5011,506
1,511
1,516
1.521
1,526
1,531

1.541
1,546
1.551
1,556
1.561
1,566
1, 571
1,576
1.581
1,585
1, 591
1. 596
1, 6011,606
1, 611
1,616
1.621

1,626
1,631
1,636
1.6411,646
1:651
1,656
1,661
1,666

1,671
1,676
1,681
1,686
1,691

1,701
1,7061.711
1,716
1,721
1,726
1,731
1,736
1,741
1.746

1,415
1,420
1.425

1,435
1,440
1, 4S
1,450
1455
1460

1,465
1, 470
1,475
1,480
1,485
1,4901,496
1,500
1,510

1,5151,520
1, 55
1, 5M1,535

1,540
1,550
1,555
1.5651,565
1.570
1,575!, r.80
1,585
1,590
1,955
1,600
1,605
1,610
1,615
1,620
1,625
1,630
1,635
1,640
1,645
1,650
1,655
1,660

1,665
1,670
1,675
1,680
1,685
1,690
1,695
1,700
1,705
1,7101:,71,720

1,25
,730

1,735
1,740
1,745
1.750

857.50
858.90
860.20
86 .50
363.00
864.30
M6L.60
367.00
8A8.3
8VA.60
871.00
872.3
873.16
874.90
87L 20
877.40
878. 70
879.90
81L 20
882.4O0
883.70
MI.00
88. 20
87.50
888.70
890.00
891.20
892.50
893.80
895.00
896.30
897.50
89.8 0
900.00
901.30
902.60
903.80
905.10
906.30
907.60
908.8o
910. 10
911.40
912.60
913.90
915. 10
916. 40
917.70
918.90
920.20
921.40
922.70
923.90
925.20
926. 50
927.70
929.00
930.10
931.40
932.60
933.90
935. 10
936.40
937.70
938.90
940.20
941.40
924.70

0

1;50 701,503.1
1,506.40

1,510.00
1,512.40

514.60
1,517.20
1,519.401,521.30

1,524.101,526.40
1 52. 70
1531.00

1, 53L 30

1,537.60
1,53L.80
1,542.101: 544.10

1,546.401: 54L.60

1. 555 20

1.557.40
1,559.70
1, 561.70
1,564.00
1,566.20
1,568.50
1, 570. 50
1, 572.8o
1, 575. 00
1,577.20
1,579.30
1,581.601.583.80
1,586.00
1, 58 10
1,590.40
1, 592.60
1,5%4.80
1,596.90
1,599. 20
,601.30

1,603.60
1,605.70

1,610.101, 612. 40
1, 614. 50
1,61L.80

1,61. 90
1, 21.20
1,623. 3
1,625.60
, 627.70

1,630.001,632.10

1,3.30

1,4.90
1,64310
1,646.3
1,647.60
1.6417.
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TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY BENEFITS BEGINNING JUNE

190 FOR INDIVIDUALS TO WHOM PIIE-1977 LAW APPUES-Continvod

I II Ii IV V
(Primary iw-

once amount (Prmay (Maximum
(Primary insurance beneM effective for aam family

*ndIr 193 Act as modified) June 1979) (Average monthly wale) amoun boms)

And the mai-
mum amount

of benefis
payable (as

It an individual's primary in- provided in
surance benefit (as deter- Of his primary Or his averpe monthly wage (as The amount SOc.
mined under submec. (d)) insurance determined under subsec. (b)) referred to in on the Dba
iS-- amount (as i the preceding of his waie

determined paragraphs o and self-
But not more under subset. But not more this subsection employment

At least- than-- (c)) is-- At least- than- shall be- income shall be-

825 8O
826.90
828.00
829. 10
83020
831.30
832.40
83150
834.60
835.70
836.80
837.90
839.00
84a.10
841.20
842.30
84140
844.50
845.60
846.70
847.80
848.90
85&.00
851.10
852.20
853.30
854.40
855.50
856.60
857.76
858.90
859.90
860.90
861.90
82. 90
86.90
864.90
865.90
866.90
867.90
868.95
869.90
870.90
871.90
872.90
87190
874.90
875. 90
876.90
877.90
878. 90
879.90
8O.90
881.90
812.90
88190
884.90
88.590
86L9g
887.90
888.90
889.90
05.590
891.90
892.90
8N190
84.90

S.O590

1,751
1,756
1.761
1,766
1,771
1,776
1,781
1,786
1,791
1,796
1,801
1,806
1.811
1.816
1.821
1,826
1,831
1, 836
1.841
1, 8461, 851

1.8611,861
1,866
1,871
1,876
1, 88!
1,886
1,891
1,896
1,901
1,906
1,911
1,916
1,921
1,926
1,931
1,936
1,941
1,946
1,951
1,956
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Sec. 215(a) x"-G

TADIi FOR DEiTEUMININ PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY MU EFiTS SGtINNiN JUNE
1M6 FOR INDIVIDUALS TO WHOM PRE-1977 LAW APPMJS-CMaued
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Average Monthly Wage

(b) (1) For the purposes of column III of the table appearing in
ubeection (a) of this section, an individual's "average monthly wage"
;hall be the quotient obtained by dividing-

(A) the total of his wages paid in and self-employment income
credited to his "benefit computation years" (determined under
paragraph (2)), by

(B) the number of months in such years.
(2) (A) The number of an individual's "benefit computation years"

shall be equal to the number of elapsed years (determined under para-
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graph (3) of this subsection), reduced by five, except that the number
of an individual's benefit computation years shall in no case be 1...
than two.

(B) An individual's "benefit computation years" shall be those com-
putation base years, equal in number to the number determined under
subparagraph (A), for which the total of his wages and self-employ-
ment income is the largest.

(C) For purposes of subparagraph (B), "computation base years"
include only calendar years in the period after 1950 and prior to the
earlier of the following years-

(i) the year in which occurred (whether by reason of section
202 (j) (1) or otherwise) the first month for which the individual
was entitled to old-age insurance benefits, or

(ii) the year succeeding the year in which he died.
Any calendar year all of which is included in a period of disability
shall not be included as a computation base year.

(3) For purposes of paragraph (2), the number of an individual's
elapsed years is the number of calendar years after 1950 (or, if later,
the year in which he attained age 21) and before the year in which
he died, or if it occurred earlier but after 1960, the year in which he
attained age 62.1 For purposes of the preceding sentence, any cal-
endar year any part of which was included in a period of disability
shall not be included in such number of calendar years.

(4) The provisions of this subsection shall be applicable only in the
case of an individual-

(A) who becomes entitled to benefits under section 202(a) or
section 223 in or after the month in which a new table that appears
in (or is deemed by subsection (i) (2) (D) to appear in) subsec-
tion (a) becomes effective; or

(B) who dies in or after the month in which such table be-
comes effective without being entitled to benefits under section
2J2 (a) or section 223; or

(C) whose primary insurance amounL i. required to be recom-
puted under subsection (f) (2).

(5) [Repealed.]

Primary Insurance Amount Under Prier Previson.

(c) (1) For the purpose of column II of the latest table that appears
in (or is deemed to appear in) subsection (a) of this section, an in-

'P.L. 92-403. section 104(b), deleted "before-
(A) in the care of a woman, the year In which she died or. If It occurred earlier

but after 1960, the year In which she attained age 62.
(B) In the case of a man who has died, the year In which he died or, If It occurred

earlier but after 1960. the year in which he attained age 65, or
(C) In the case of a man who has not died. the year occurring after 1960 in which

he attained (or would attain) age 65.
For" and Inserted "before the year in which he died, or It It occurred earlier but after
1960. the year in which he attained age 62. For".

Xee footnote to see. 214(a) (1) for effective date.
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dividual's primary insurance amount shall be computed on the basis
* of the law in effect prior to the month in which the latest such table

became effective.
(2) The provisions of this subsection shall be applicable only in the

case of an individual who became entitled to benefits under section
202(a) or section 223, or who died, before such effective month.

Primary Insurance Benefit Under 193 Act I
(d) (1) For purposes of column I of the table appearing in subsec-

tion (a) of this section, an individual's primary insurance benefit shall
be computed as follows:

(A) The individual's average monthly wage shall be determined
as provided in subsection (b) (but without regard to paragraph
(4) thereof) of this section, except that for purposes of paragraph
(2) (C) and (3) of such subsection, 1936 shall be used instead of
1950.

(B) For purposes of subparagraphs (B) and (C) of subsection
(b) (2), an individual whose total wages prior to 1951 (as defined
in subparagraph (C) of this subsection)-

(i) do not exceed $27,000 shall be deemed to have been paid
such wages in equal parts in nine calendar years after 1936
and prior to 1951;

(ii) exceed $27,000 and are less than $42,000 shall be deemed
to have been paid (I) $3,000 in each of such number of calen-
dar years after 1936 and prior to 1951 as is equal to the integer
derived by dividing such total wages by $3,000, and (II) the
excess of such total wages over the product of $3,000 times
such integer, in an additional calendar year in such period; or

(iii) are at least $42,000 shall be deenmed to have been paid
$3,000 in each of the fourteen calendar years after 1936 and
prior to 1951.

(C)For the purposes of subparagraph (B), "total wages prior
to 1951" with respect to an individual means the sum of (i) re-
muneration credited to such individual prior to 1951 on the records
of the Secretary, (ii) wages deemed paid prior to 1951 to such
individual under section 217, (iii) compensation under the Rail-
road Retirement Act of 1937 prior to 1951 creditable to him pur-
suant to this tide, and (iv) wages deemed paid prior to 1951 to
such individual under section 231.

(D) The individual's primary insurance benefits shall be 45.6
per centum of the first $50 of his average monthly wage as con-

I Subsection (d). au It appears here, in applicable only to Individuals who become eligible
for old-age or disability Insurance benefits or die prior to 1078. Otherwise, the provisionsSof subsection (d) as It appears on pages 131-133 apply.
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puted under this subsection, plus 11.4 per centum of the next $200
of such average monthly wage.

(2) The provisions of this subsection shall be applicable only in the W
case of an individual-

(A) with respect to whom at least one of the quarters Liapsing
prior to 1951 is a quarter of co% erage;

(B) except as provided in paragraph (3), who attained ago
22 after 1950 and with ireslect to whom less than six of the quar-
ters elapsing after 1950 are quarters of coverage, or who attained
such age before 1951; and

(C) (i) who becomes entitled to benefits under section 202(a)
or 223 after the date of the enactinent of the Social Security
Amendments of 1967, or

(ii) who dies after such date without being entitled to benefits
under section 202 (a) or 223, or

(iii) whose primary insurance amount is required to be recom-
plted under section 215(f) (2) or (6), or sectionn 231..

(3) The provisions of this subsection as in effect prior to the enact-
ment of the Social Security Amendments of 1967 shall be applicable
in the case of an individual-

(A) who attained age 21 after 1936 and prior to 1951, or
(B) who had a period of disability which began prior to 1951,

but only if the primary insurance amount resulting therefrom is
higher than the primary insurance amount resulting from the ap-
plication of this section (as amended by the Social Security
Amendments of 1967) and section 220.

Certain Wages and Self-Employment Income Not To Be Counted

(e) For the purposes of subsections (b) and (d)-
(1) in computing an individual's average monthly wage there

shall not be counted the excess over $3,600 in the case of any
calendar year after 1950 and before 1955, the excess over $4,200
in the case of any calendar year after 1954 and before 1959, the
excess over $4,800 in the case of any calendar year after 1958
and before 1966, the excess over $6,600 in the case of any calendar
year after 1965 and before 1968, the excess over $7,800 in the case
of any calendar year after 1967 and before 1972, the excess over
$9,000 in the case of any calendar year after 1971 and before 1973,
the excess over $10,800 in the case of any calendar year after 1972
and before 1974, the excess over $13,200 in the case of any calendar
year after 1973 and before 1975, and the excess over an amount
equal to the contribution and benefit base (as determined under
section 230)1 in the case of any calendar year after 1974 with re-

'See Appendix M 0
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spect to which such contribution and benefit base is effective of
(A) the wages paid to him in such year, plus (B) the self-employ-
ment income credited to such year (as determined under section
212) ; and

(2) if an individual's average monthly wage computed under
subsection (b) or for the purposes of subsection (d) is not a multi-
ple of $1, it shall be reduced to the next lower multiple of $1.

Rccomputation of Benefits
(f) (1) After an individual's primary insurance amount has been

determined under this section, there shall be nio recomputation of such
individual's primary insurance amount except as provided in this sub-
section or, in the case of a World War I1 veteran who died prior to
July 27, 1954, as provided in section 217 (b).

(2) If an individual has wages or self-employment income for a year
after 1965 for any part of which he is entitled to old-age insurance
benefits, the Secretary shall, at such time or times and within such
period as he may by regulations prescribe, recompute such individual's
primary insurance amount with respect to each such year. Such recom-
putation shall be made as provided in s:ubsections (a) (1) (A) and
(C) and (a) (3) as though the year with respect to which such re-
computation is made is the last year of the period specified in subsec-

O tion (b) (2) (C). A recomputation under this paragraph with respect
to any year shall be effective--

(A) in the case of an individual who did not die in such year,
for monthly benefits beginning with benefits for January of the
following year; or

(B) in the case of an individual who died in such year, for
monthly benefits beginning with benefits for the month in which
he died.

(3) In the case of any individual ".ho became entitled to old-age
insurance benefits in 1952 or in a taxable year which began in 1952
(and without the application of section 20-2(j) (1) ), or who died in
1952 or in a taxable year which began in 1952 but did not become
entitled to such benefits prior to 1952, and who had self-employment
income for a taxable year which ended within or with 1952 or which
began in 1952, then upon application filed by such individual after the
close of such taxable year and prior to January 1961 or (if he died
without filing such application and such death occurred prior to Janu-
ary 1961) by a person entitled to -monthly benefits on the basis of such
individual's wages and self-employment income, the Secretary shall
recompute such individual's primary insurance amount. Such recom-
putation shall be made in the manner provided in the preceding'sub-
.~sections of this section (other than subsection (b) (4) (A)) for com-
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putation of such amount, except that (A) the self-employment income
closing date shall be the day following the quarter with or within
which such taxable year ended, and (B) the self-employment income
for any subsequent taxable year shall not be taken into account. Such
recomputation shall be effective (A) in the case of an application filed
by such individual, for and after the first month in which he became
entitled to old-age insurance benefits, and (B) in the case of an appli-
cation filed by any other person, for and after the month in which such
person who filed such application for recomputation became entitled
to such monthly benefits. No recomputation under this paragraph pur-
suant to an application filed after such individual's death shall affect
the amount of the lump-sum death payment under subsection (i) of
section 202, and no such recomputation shall render erroneous any
such payment certified by the Secretary prior to the effective date of
the recomputation.

(4) Any recomputation under this subsection shall be effective only
if such recomputation results in a higher primary insurance amount.

(5) In the case of a man who became entitled to old-age insurance
benefits and died before the month in which he attained age 65, the
Secretary shall recompute his primary insurance amount as provided
in subsection (a) as though he became entitled to old-age insurance
benefits in the month in which he died; except that (i) his computa-
tion base years referred to in subsection (b) (2) shall include the year
in which lie died, and (ii) his elapsed years referred to in subsection
(b) (3) shall not include the year in which he died or any year there-
after. Such recomputation of such primary insurance amount shall be
effective for and after the month in which he died.

(6) Upon the death after 1967 of an individual entitled to benefits
under section 20"2(a) or section 223, if any person is entitled to
monthly benefits or a lump-sum death payment, on the wages and self-
employment income of such individual, the Secretary shall recompute
the decedent's primary insurance amount, but only if the decedent
during his lifetime was paid compensation which was treated under
section 205(o) as remuneration for employment.

Rounding of Benefits

(g) The amount of any primary insurance amount and the amount
of any monthly benefit computed under section 202 or 223 which (after
reduction under section 203(a) and deductions under section 203(b))
is not a multiple of $0.10 shall be raised to the next higher multiple
of $0.10.

Remuneration of Certain Public Health Service Officers'

(h) (1) Notwithstanding the provisions of subchapter III of chap-
ter 83 of title 5, United States Code, remuneration paid for services to
which the provisions of section 210(1) (1) of this Act are applicable

Subsection title Is not Included I1 the statute.
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and which is performed by an individual as a commissioned officer of
* the Reserve Corps of the Public Health Service prior to July 1, 1960,

shall not be included in computing entitlement to or the amount of any
monthly benefit under this title, on the basis of his wages and self-
employment income, for any month after June 1960 and prior to the
first month with respect to which the Civil Seri-ice Commission certi-
fies to the Secretary that, by reason of a waiver filed as provided in
paragraph (2), no further annuity will be paid to him, his wife, and
his children, or, if lie has died, to his widow and children, under sub-
chapter III of chapter 83 of title 5, United States Code, on the basis
of such service.

(2) In the case of a monthly benefit for a montli prior to tlht in
which the individual, on whose wages and self-employment income
such benefit is based, dies, the waiver must be filed by such individual;
and such waiver shall be irrevocable and shall constitute a waiver on
behalf of himself, his wife, and his children. If such individual did not
file such a waiver before he died, then in the case of a benefit for the
month in whichli he died or any month thereafter, such waiver must be
filed by his widow, if any, and by or on behalf of all his children, if
any; and such waivers shall be irrevocable. Such a waiver by a child
shall be filed by his legal guardian or guardians, or, in the absence
thereof, by the person (or persons) who has the child in his care.

U Cost-of-Living Increases in Benefits
(i) (1) For purposes of this subsection-

(A) the term "base quarter" nieans (i) the calendar quarter
ending on March 31 in each year after 1974, or (ii) any other cal-
endar quarter in which occurs the effective month of a general
benefit increase under this title;

(B) the term "cost-of-living computation quarter" means a base
quarter, as defined in subparagraph (A) (i), in which the Con-
sumer Price Index prepared by the Department of Labor exceeds,
by not less than 3 per centum, such Index in the later of (i) the
last prior cost-of-living computation quarter which was estab-
lished under this subparagraph, or (ii) the most recent calendar
quarter in which occurred the effective month of a general benefit
increase under this title; except that there shall be no cost-of-
living computation quarter in any calendar year if in the year
piior to such year a law has been enacted providing a general
benefit increase under this title or if in such prior year such a
general benefit increase becomes effective; and

(C) the Consumer Price Index for a base quarter, a cost-of-
living computation quarter, or any other calendar quarter shall

* be the arithmetical mean of such index for the 3 months in such
quarter.
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(2) (A) (i) The Secretary shall determine each year beginning with
1975 (subject to the limitation in paragraph (1) (B)) whether the base
quarter (as defined in paragraph (1) (A) (i)) in such year is a cost-of-
living comlutation quarter.

(ii) If the Secretary determines that the base quarter in any year
is a cost-of-living computation quarter, he shall, effective with the
month of June of such year as provided in subparagraph (B), increase
the benefit amount of each individual who for such month is entitled
to benefits under section 227 or 228, and the primary insurance amount
of each other individual under this title (but not including a primary
insurance amount determined under subsection (a) (3) of this section),
by an amount derived by multiplying each such amount (including
each such individual's primary insurance amount or benefit amount
under section "227 or 2.28 a.- previously increased under this subpara-
graph) by the same percentage (rounded to the nearest one-tenth of 1
percent) as the percent age by which the Consumer Price Index for
such' cost-of-living computation quarter exceeds such index for the
most ri-cent prior calendar quarter which was a base quarter under
paragraph (1) (A) (ii) or, if later, the most recent cost-of-living com-
putation quarter under paragraph (1) (B). Any such increased amount
which is not a multiple of $0.10 shall be increased to the next higher
multiple of $0.10.

(B) The increase provided by subparagraph (A) with respect to a
particular cost-of-living computation quarter shall apply in the case
of monthly benefits under this title for months after May of the calen-
dar year in which occurred such cost-of-living computation quarter,
and in the case of lunmp-sum death payments with respect to deaths
occurring after May of such calendar year.

(C) (i) Whenever the level of the Consumer Price Index as pub-
lished for any month exceeds by 2.5 percent or more the level of such
index for the most recent base quarter (as defined in paragraph (1)
(A) (ii)) or, if later, the most recent cost-of-living computation quar-
ter, the Secretary shall (within 5 days after such publication) report
the amount of such excess to the House Committee on Ways and
Means and the Senate Committee on Finance.

(ii) Whenever the Secretary determines that a base quarter in a
calendar year is also a cost-of-living computation quarter, he shall
notify the House Committee on Ways and Means and the Senate Com-
mittee on Finance of such determination within 30 days after the close
of such quarter, indicating the amount of the benefit increase to be pro-
v-ided, his estimate of the extent to which the cost of such increase
would be met by an increase in the contribution and benefit base under
section 230 and the estimated amount of the increase in such base, the
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actuarial estimates of the effect of such increase, and the actuarial as-
* stimptions and methodology useed in preparing such estimates.

(D) If the Secretary determines that a base quarter in a calendar
year is also a cost-of-living computation quarter, he shall publish in
the Federal Register within 45 days after the close of such quarter, a
determination that a benefit increase is resultantly required and the
percentage thereof. lie shall also publish in the Federal Register at
that time (along with the increased benefit amounts which shall be
deemed to be the amounts appearing in sections 227 and 228) a revision
of the table of benefits contained in subsection (a) of this section (as
it may have been most recently revised by another law or pursuant
to this paragraph) ; and such revised table shall be deemed to be the
table appearing in such subsection (a). Such revision shall be deter-
mnined as follows:

(i) The headings of the table shall be the same as the headings
in the table immediately prior to its revision, except that the
parenthetical phrase at the beginning of column II shall reflect
the year in which the primary insurance amounts set forth in
column IV of the table immediately prior to its revision were
effective.

(ii) The amounts on each line of column I and column II,
except as otherwise provided by clause (v) of this subparagraph,
shall be the same as the amounts appearing in each such column
in the table immediately prior to its revision.

(iii) The amount on each line of column II shall be changed
to the amount shown on the corresponding line of column IV
of the table immediately prior to its revision.

(iv) The amounts on each line of column IV and column V
shall be increased from the amounts shown in the table immedi-
ately prior to its revision by increasing each such amount by the
percentage specified in subparagraph (A) (ii) of this paragraph.
The amount on each line of column V shall be increased, if neces-
sary, so that such amount is at least equal to one and one-half
times the amount shown on the corresponding line in column IV.
Any such increased amount which is not a multiple of $0.10 shall
be increased to the next higher multiple of $0.10.

(v) If the contribution and benefit base (determined under
section 230) for the calendar year in which the table of benefits is
revised is lower than such base for the following calendar year,
columns IlI. IV. and V of such table shall be extended. The
amounts on each additional line of column III shall be the amounts
on the preceding line increased by $5 until in the last such line of
column III the second figure is equal to. or exceeds by less than $5,

S one-twelfth of the new contribution and benefit base for the calen-
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dar year following the calendar year in which such table of bene-
fits is revised. The amount on each additional line of column IV
shall be the amount on the preceding line increased by $1.00, until
the amount on the last line of such column is equal to the last line
of such column as determined under clause (iv) plus 20 percent of
the excess of the second figure in the last line of column III as ex-
tended under the preceding sentence over such second figure for
the calendar year in which the table of benefits is revised. Thn
amount in each additional line of column V shall be equal to 1.75
times the amount on the same line of column IV. Any such in-
creased amount which is not a multiple of $0.10 shall be increased
to the next higher multiple of $0.10.1

(3) As used in this subsection, the term "general benefit increase
under this title" means azi increase (other than an increase under this
subsection) in all primary insurance amounts on which monthly insur-
ance benefits under this title are based.

SClause (M) was amended by see.m 03td) of P.L 95-216.
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