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Mr. ULLMAN, from the committee of conference,
submitted the following

CONFERENCE REPORT

[To accompany H.R. 3236]

The committee of conference on the disagreeing votes of the two
Houses on the amendments of the Senate to the bill (H.R. 3236) to
amend title II of the Social Security Act to provide better work in-
centives and improved accountability in the disability insurance
program, and for other purposes, having met, after full and free
conference, have agreed to recommend and do recommend to their
respective Houses as follows:

That the House recede from its disagreement to the amendment
of the Senate to the text of the bill and agree to the same with an
amendment as follows:

In lieu of the matter proposed to be inserted by the Senate
amendment insert the following:
That this Act may be cited as the "Social Security Disability
Amendments of 1980"
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TITLE I-PRO VISIONS RELATING TO DISABILITY BENEFITS
UNDER OASDI PROGRAM

LIMITATION ON TOTAL FAMILY BENEFITS IN DISABILITY CASES

SEC. 101. (a) Section 203(a) of the Social Security Act is amend-
ed-

(1) by striking out "except as provided by paragraph (3)" in
paragraph (1) (in the matter preceding subparagraph (A)) and
inserting in lieu thereof "except as provided by paragraphs (J)
and (6)';



(2) by redesignating paragraphs (6), (7), and (8) as paragraphs
(7), (8), and (9), respectively; and

(3) by inserting after paragraph (5) the following new para-
graph:

'(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 beneficia-
ries 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 would otherwise be
applicable, shall be, reduced or further reduced (before the applica-
tion of section 224) 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. ".

(b)(1) Section 203(a)(2)(D) of such Act is amended by striking out
"paragraph (7)" and inserting in lieu thereof "paragraph (8)"

(2) Section 203(a)(8) of such Act, as redesignated by subsection
(a)(2) of this section, is amended by striking out '"paragraph (6)" and
inserting in lieu thereof '"paragraph (7)".

(3) Section 215(i)(2)(A)(ii)(III) of such Act is amended by striking
out "section 203(a) (6) and (7)" and inserting in lieu thereof "section
203(a) (7) and (8)".

(4) Section 215(i)(2)(D) of such Act is amended by adding at the
end thereof the following new sentence: "Notwithstanding the pre-
ceding sentence, such revision of maximum 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). "

(c) The amendments made by this section shall apply only with
respect to monthly benefits payable on the basis of the wages and
self-employment income of an individual who first becomes eligible
for benefits (determined under sections 215(a)(3)(B) and 215(a)(2)(A)
of the Social Security Act, as applied for this purpose) after 1978,
and who first becomes entitled to disability insurance benefits after
June 30, 1980.

REDUCTION IN NUMBER OF DROPOUT YEARS FOR YOUNGER DISABLED
WORKERS

SEC. 102. (a) Section 215(b)(2)(A) of the Social Security Act is
amended to read as follows:

'(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-
surance benefits (except as provided in the second sentence of
this subparagraph), or who has died, by 5 years, and

"(ii) in the case of an individual who is entitled to disability
insurance benefits, by the number of years equal to one-fifth of
such individuals 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 pri.
mary insurance amount for purposes of any subsequent eligibility,
for disability 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
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 2) for each such calendar year; except
that () 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 amount. The number of an individ-
ual's benefit computation years as determined under this subpara-
graph shall in no case be less than 2. ".

(b) Section 223(a)(2) of such Act is amended by inserting "and sec-
tion 215(b)(2)(A)(ii)" after "section 202(q)" in the first sentence.

(c) The amendments made by this section shall apply only with
respect to monthly benefits payable on the basis of the wages and
self-employment income of an individual who first becomes entitled
to disability insurance benefits on or after July 1, 1980; except that
the third sentence of section 215(b)(2)(A) of the Social Security Act
(as added by such amendments) shall apply only with respect to
monthly benefits payable for months beginning on or after July 1,
1981.

PROVISIONS RELATING TO MEDICARE WAITING PERIOD FOR RECIPIENTS
OF DISABILITY BENEFITS

SEC. 103. (a)(1)(A) Section 226(b)(2) of the Social Security Act is
amended by striking out "consecutive" in clauses (A) and (B).

(B) Section 226(b) of such Act is further amended by striking out
"consecutive" in the matter following paragraph (2).

(2) Section 1811 of such Act is amended by striking out "consecu-
tive".

(3) Section 1837(g)(1) of such Act is amended by striking out "con-
secutive ".
(4) Section 7(d)(2)(ii) of the Railroad Retirement Act of 1974 is

amended by striking out "consecutive" each place it appears.
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(b) Section 226 of the Social Security Act is amended by redesig-
nating subsection (f) as subsection (g), and by inserting after subsec-
tion (e) the following new subsection:

"(f) For purposes of subsection (6) (and for purposes of section
1827(g)(l) of this Act and section 7(d)(2)(ii) of the Railroad Retire-
ment 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 sub-
section,

shall not include any month which occurred during such previous
period. ".

(c) The amendments made by this section shall apply with respect
to hospital insurance or supplementary medical insurance benefits
for services provided on or after the first day of the sixth month
which begins after the date of the enactment of this Act.

CONTINUATION OF MEDICARE ELIGIBILITY

SEC. 104. (a) Section 226(b) of the Social Security Act is amend-
ed-

(1) by striking out "ending with the month" in the matter fol-
lowing paragraph (2) and inserting in lieu thereof "ending (sub-
ject to the last sentence of this subsection) with the month ",
and

(2) by adding at the end thereof the following new sentence:
"For purposes of this subsection, an individual who has had a
period of trial work which ended as provided in section
222(c)(4)(A), and whose entitlement to benefits or status as a
qualified railroad retirement beneficiary as described in para-
graph (2) has subsequently terminated, shall be deemed to be
entitled to such benefits or to occupy such status (notwithstand-
ing 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 month/v insurance benefits under
title 11 or as a qualified railroad retirement beneficiary had
such individual been unable to engage in substantial gainful
activity, but not in excess of 24 such months. ".

(b) The amendments made by subsection (a) shall become effective
on the first day of the sixth month which begins after the date of
the enactment of this Act, and shall apply with respect to any indi-



vidual whose disability has not been determined to have ceased
prior to such first day.

TITLE H-PRO VISIONS RELATING TO DISABILITY
BENEFITS UNDER THE SSI PROGRAM

BENEFITS FOR INDIVIDUALS WHO PERFORM SUBSTANTIAL GAINFUL
ACTIVITY DESPITE SEVERE MEDICAL IMPAIRMENT

SEC. 201. (a) Part A of title XVI of the Social Security Act is
amended by adding at the end thereof the following new section:

"BENEFITS FOR INDIVIDUALS WHO PERFORM SUBSTANTIAL GAINFUL
ACTIVITY DESPITE SEVERE MEDICAL IMPAIRMENT

"SEC. 1619. (a) Any individual who is an eligible 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 section 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 XIX 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 disabling 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 ex-
cluded pursuant to section 1612(b), is not equal to or in excess of
the amount which would cause him to be ineligible for pay-
ments 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 preceding the first month in the period to
which this subsection applies, received-

"(i) a payment of supplemental security 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 section 212 of Public Law 93-66 on such basis,

"(iii) a payment of monthly benefits under subsection (a), or
"(iv) a supplementary payment under section 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 physical 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 re-
quirements for eligibility 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
cause him to be ineligible for payments under section 1611(b) (ij
he were otherwise eligible for such payments);

"(3) the termination of eligibility for benefits under title XIX
or XX would seriously inhibit his ability to continue his em-
ployment; and

"(4) such individual's earnings are not sufficient to allow
him to provide for himself a reasonable equivalent of the bene-
fits under this title and titles XIX and XX which would be
available to him in the absence of such earnings. ".

(b)(1) Section 1616(c) of such Act is amended by adding at the end
thereof the following new paragraph:"(2) Any State (or political subdivision) making supplementary
payments 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 eligi-
ble to receive such benefits but for their income. ".

(2) Section 212(a) of Public Law 93-66 is amended by adding at
the end thereof the following new paragraph:

"(4) Any State having an agreement with the Secretary under
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
agreement as though they are aged, blind, or disabled individuals
as specified in paragraph (2)(A).'.

(c) Part A of title XVI of the Social Security Act is amended by
adding at the end thereof (after the new section added by subsection
(a) of this section) the following new section:

"MEDICAL AND SOCIAL SERVICES FOR CERTAIN HANDICAPPED PERSONS

"SEC. 1620. (a) There are authorized to be appropriated such sums
as may be necessary to establish and carry out a 2-ear Federal-
State pilot program to provide medical and social services for cer-
tain handicapped individuals in accordance with this section.

"(b)(1) The total sum of $18,000,000 shall be allotted to the States
for such program by the Secretary, during the period beginning Sep-
tember 1, 1981, and ending September 30, 1984, as follows:

"(A) The total sum of $6,000,000 shall be allotted to the
States for the fiscal year ending September 30. 1982 (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 application of paragraph () from the allot-
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 paragraph (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 secu-
rity income benefits as disabled individuals in such year (as deter.
mined by the Secretary on the basis of the most recent data availa-
ble) bears to the total number of such individuals in all the States.
For purposes of the preceding sentence, the term 'supplemental secu-
rity income benefits includes payments made pursuant to an agree-
ment under section 1616(a) of this Act or under section 212(b) of
Public Law 93-66.

"(3) At the beginning of each fiscal year in which the pilot pro-
gram under this section is in effect, each State that does not intend
to use the allotment to which it is entitled for such year (or any al-
lotment which was made to it for a prior fiscal year), or that does
not intend to use the full amount of any such allotment, shall certi-
fy to the Secretary the amount of such allotment 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 particular 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 Secretary may determine to be ap-
propriate to States which need, and will use, additional assistance
in providing services to severely handicapped individuals in that
particular year under their approved plans. Any amount reallocated
to a State under this paragraph for use in a particular fiscal 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 social
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 ap-
proved under section 1902, and which-

"(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 contin-
ue his employment would be significantly inhibited without
such assistance and (B) such individual's earnings are not suf-
ficient to allow him to provide for himself a reasonable equiva-
lent 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 individ-
uals 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 determinations of
disability for purposes of disability insurance or supplemental
security income benefits except 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 made under subsection (d) of this section rather
than under those titles), specifies the particular mechanisms
and procedures to be used 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 pro-
viding medical and social services to severely handicapped individ-
uals who are eligible for such services under the plan.

"(2) The method of computing and making payments under this
section shall be as follows:

"(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
program, incorporating the information contained in the State re-
ports along with his findings and recommendations. ".

(d) The amendments made by subsections (a) and (b) shall become
effective on January 1, 1981, but shall remain in effect only for a
period of three years after such effective date.
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(e) The Secretary shall provide for separate accounts with respect
to the benefits payable by reason of the amendments made by sub.
sections (a) and (b) so as to provide for evaluation of the effects of
such amendments on the programs established by titles II, XVI,
XIX, and XX of the Social Security Act.

EARNED INCOME IN SHELTERED WORKSHOPS

SEC. 202. (a) Section 1612(a)(1) of the Social Security Act is
amended-

(1) by striking out "and" after the semicolon at the end of
subparagraph (A); and

(2) by adding after subparagraph (B) the following new sub-
paragraph:

"(C) remuneration received for services performed in a
sheltered workshop or work activities center; and".

(b) The amendments made by subsection (a) shall apply only with
respect to remuneration received in months after September 1980.

TERMINATION OF ATTRIBUTION OF PARENTS' INCOME AND RESOURCES
WHEN CHILD ATTAINS AGE 18

SEC. 203. (a) Section 1614(f)(2) of the Social Security Act is amend-
ed by striking out "under age 21" and inserting in lieu thereof"under age 18".
(b) The amendment made by subsection (a) shall become effective

on October 1, 1980; except that the amendment made by such subsec-
tion shall not apply, in the case of any child who, in September
1980, was 18 or over and received a supplemental security income
benefit for such month, during any period for which such benefit
would be greater without the application of such amendment.

TITLE III-PROVISIONS AFFECTING DISABILITY RECIPI-
ENTS UNDER OASDI AND SSI PROGRAMS; ADMINISTRA-
TIVE PROVISIONS

CONTINUED PAYMENT OF BENEFITS TO INDIVIDUALS UNDER
VOCATIONAL REHABILITATION PLANS

SEC. 301. (a)(1) Section 225 of the Social Security Act is amended
by inserting "(a)" after "SEC. 225. ", and by adding at the end there-
of the following new subsection:

"(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
because the physical or mental impairment, on which the individ-
ual's entitlement to such benefits is based, has or may have ceased,
if-

"(1) such individual is participating in an approved vocation-
al 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-
nently removed from the disability benefit rolls. "

(2) Section 225(a) of such Act (as designated under subsection (a)
of this section) is amended by striking out "this section" each place
it appears and inserting in lieu thereof "this subsection ".

(b) Section 1631(a) of such Act is amended by adding at the end
thereof the following new paragraph:

"(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)(.)) 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-
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 likelihood that such individual
may (following his participation in such program) be perma-
nently removed from the disability benefit rolls."

(C) The amendments made by this section shall become effective
on the first day of the sixth month which begins after the date of
the enactment of this Act, and shall apply with respect to individ-
uals whose disability has not been determined to have ceased prior
to such first day.

EXTRAORDINARY WORK EXPENSES DUE TO SEVERE DISABILITY

SEc. 302. (a)(1) Section 223(d)(4) of the Social Security Act is
amended by inserting after the third sentence the following new sen-
tence: "In determining whether an individual is able to engage in
substantial gainful activity by reason of his earnings, where his dis-
ability 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, prosthe-
ses, and similar items and services (not including routine drugs or
routine medical services unless such drugs or services are necessan,
for the control of the disabling condition) which are necessary (as
determined by the Secretary in regulations) for that purpose, wheth-
er 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 pre-
scribe. "

(2) Section 1614(a)(3JD) of such Act is amended by inserting after
the first sentence the following new sentence: "In determining
whether an individual is able to engage in substantial gainful ac-
tivity by reason of his earnings, where his disability is sufficiently
severe to result in a functional limitation requiring 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 determined by the
Secretary in regulations) for that purpose, whether or not such as.
sistance 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 prescribe. ".

(b) Section 1612(b)(4)(B) of such Act is amended by striking out
"plus one-half of the remainder thereof, and (ii)" and inserting in
lieu thereof the following: "(ii) such additional amounts of earned
income of such 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 consecutive months of eligibility after
the initial month of such eligibility), if such individual's disability
is sufficiently severe to result in a functional limitation requiring
assistance in order for him to work, as may be necessary to pay the
costs (to such individual) of attendant care services, medical devices,
equipment, prostheses, and similar items and services (not including
routine drugs or routine medical services unless such drugs or serv-
ices 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 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 prescribe, (iii) one-half of the amount of earned
income not excluded after the application of the preceding provi-
sions of this subparagraph, and (iv)".

(c) The amendments made by this section shall apply with respect
to expenses incurred on or after the first day of the sixth month
which begins after the date of the enactment of this Act.

REENTITLEMENT TO DISABILITY BENEFITS

SEc. 303. (a)(1) Section 222(c)(1) of the Social Security Act is
amended by striking out "section 223 or 202(d)" and inserting in
lieu thereof "section 223, 202(d), 202(e), or 202(f)"

(2) Section 222(c)(3) of such Act is amended by striking out the
period at the end of the first sentence and inserting in lieu thereof
", or, in the case of an individual entitled to widow's or widowers
insurance benefits under section 202 (e) or cf) who became entitled to
such benefits prior to attaining age 60, with the month in which
such individual becomes so entitled. ".

(b)(1)(A) Section 223(a)(1) of such Act is amended by striking out
"or the third month following the month in which his disability
ceases." at the end of the first sentence and inserting in lieu thereof"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 disabil-
ity 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 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 months following such period of trial
work in which he engages or is determined able to engage in sub-
stantial gainful activity. ".

(B) Section 202(d)(1)(G) of such Act is amended-
(i) by redesignating clauses (i) and (ii) as clauses (III) and

(IV), respectively, and
(ii) by striking out "the third month following the month in

which he ceases to be under such disability" and inserting in
lieu thereof ", or, subject to section 223(e), the termination
month (and for purposes of this subparagraph, 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 section 222(c)(4)(A), the ter-
mination month shall be the earlier of (I) the third month fol-
lowing 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 impair-
ment, 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, ".

(C) Section 202(e)(1) of such Act is amended by striking out "the
third month following the month in which her disability ceases
(unless she attains age 65 on or before the last day of such third
month). " at the end thereof and inserting in lieu thereof ", subject
to section 223(e), the termination month (unless she attains age 65
on or before the last day of such termination month). For purposes
of the preceding sentence, the termination month for any individual
shall be the third month following the month in which her disabil-
ity ceases; except that, in the case of an individual who has a period
of trial work which ends as determined by application of section
222ec)(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 months following such period of trial
work in which he engages or is determined able to engage in sub-
stantial gainful activity. ".

(D) Section 202(f)(1) of such Act is amended by striking out "the
third month following the month in which his disability ceases
(unless he attains age 65 on or before the last day of such third
month)." at the end thereof and inserting in lieu thereof ", subject
to section 222(e), the termination month (unless he attains age 65 on
or before the last day of such 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 disabil-
ity 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 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 months following such period of trial
work in which he engages or is determined able to engage in sub-
stantial gainful activity. ".

(2)(A) Section 222 of such Act is amended by adding at the end
thereof the following new subsection:

'Ye) No benefit shall be payable under subsection (d)(1)B)(ii,
(e) (KB)ii), or (f)l)(B)(ii) of section 202 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)(.(A). "

(B) Section 216(i)(2)(D) of such Act is amended by striking out
"(ii)" and all that follows and inserting in lieu thereof "(ii) the
month preceding (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. "

(c)(1)(A) Section 1614(a)(3) of such Act is amended by adding at
the end thereof the following new subparagraph:

"(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 sen-
tence, the termination month 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
suffering from a disabling physical or mental impairment, or (ii)
the first month, after the period of 15 consecutive months following
the end of such period of trial work, in which such individual en-
gages in or is determined to be able to engage in substantial gainful
activity. ".

(B) Section 1614(a)(3)(D) of such Act is amended by striking out
"paragraph (4)" and inserting in lieu thereof "subparagraph (F) or
paragraph (4)".

(2) Section 1611(e) of such Act is amended by adding at the end
thereof the following new paragraph:

"(4) No benefit shall be payable under this title, except as pro-
vided in section 1819 (or section 1616(c)()), with respect to an eligi-
ble 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 engages in substantial
gainful activity during the fifteen-month period following the end
of his trial work period determined by application of section
1814(a)()(D)(i). ".

(d) The amendments made by this section shall become effective
on the first day of the sixth month which begins after the date of
the enactment of this Act, and shall apply with respect to any indi-



vidual whose disability has not been determined to have ceased
prior to such first day.

DISABILITY DETERMINATIONS, FEDERAL REVIEW OF STATE AGENCY
DETERMINATIONS

SEC. 304. (a) Section 221(a) of the Social Security Act is amended
to read as follows:

"(a)(1) In the case of any individual, the determination of whether
or not he 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 Sec-
retary and the State agree upon, but only if (A) the Secretary has
not found, under subsection (b)(1), that the State agency has sub-
stantially failed to make disability determinations in accordance
with the applicable provisions of this section or rules issued there-
under, and (B) the State has not notified the Secretary, under sub-
section (b)(2), that it does not wish to make such determinations. 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 condi-
tions) the State may again make disability determinations under
this paragraph."(2) The disability determinations described in paragraph (1)
made by a State agency shall be made in accordance with the perti-
nent provisions of this title and the standards and criteria con-
tained in regulations or other written guidelines of the Secretary
pertaining to matters such as disability determinations, the class or
classes of individuals with respect to which a State may make dis-
ability determinations (if it does not wish to do so 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 Secre-
tary shall promulgate regulations specifying, in such detail as he
deems appropriate, performance standards and administrative re-
quirements and procedures to be followed in performing the disabil-
ity determination function in order to assure effective and uniform
administration of the disability insurance program throughout the
United States. The regulations may, for example, specify matters
such as-

"(A) the administrative structure and the relationship be-
tween various units of the State agency responsible for disabil-
ity 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 function,

"(D) fiscal control procedures that the State agency may be re-
quired 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 construed to authorize the Secretary
to take any action except pursuant to law or to regulations promul-
gated pursuant to law.

(b) Section 221(b) of such Act is amended to read as follows:
"(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
requirements of paragraph (3), make the disability determinations
referred 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 per-
forming duties in the disability determination process for the Secre-
tary shall, notwithstanding any other provision of law, have a pref-
erence over any other individual in filling an appropriate employ-
ment position with the Secretary (subject to any system established
by the Secretary for determining hiring priority among such employ-
ees of the State agency) unless any such employee is the administra-
tor, the deputy administrator, or assistant administrator (or his
equivalent) 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-bar-
gaining 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) Section 221(c) of such Act is amended to read as follows:
"(c)(1) The Secretary may on his own motion or as required under

paragraphs (2) and (3) review a determination, made by a State
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 deter-
mine that such individual either is or is not under a disability (as
so defined) or that such individual's disability began on a day earli-
er or later than that determined by such agency, or that such dis-
ability 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 pursuant 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 determina-
tion 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) Section 221(d) of such Act is amended by striking out "(a)"
and inserting in lieu thereof "(a), (b)".

(e) The first sentence of section 221(e) of such Act is amended-
(1) by striking out "which has an agreement with the Secre-

tary" and inserting in lieu thereof "which is making disability
determinations under subsection (a)(1)"

(2) by striking out "as may be mutually agreed upon" and in-
serting in lieu thereof "as determined by the Secretary", and

(3) by striking out "carrying out the agreement under this sec-
tion" and inserting in lieu thereof "making disability determi-
nations under subsection (a)(1)".

(f) Section 221(g) of such Act is amended-
(1) by striking out "has no agreement under subsection (b)"

and inserting in lieu thereof "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
regulations and guidelines ", and

61-969 0 - 80 - 3



(2) by striking out "not included in an agreement under sub.
section (b)" and inserting in lieu thereof "for whom no State
undertakes to make disability determinations"

(g) The Secretary of Health and Human 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 b.
January 1, 1982, on his progress.
(h) The 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 agree-
ment with the Secretary of Health and Human Services under sec-
tion 221(a) of the Social Security Act (as in effect prior to such
amendments) will be deemed to have given to the Secretary the
notice specified in section 221(a)(1) of such Act as amended by this
section, in lieu of continuing such agreement in effect after the effec-
tive date of such amendments. Thereafter, a State may notify the
Secretary in writing that it no longer wishes to make disability de-
terminations, effective not less than 180 days after the notification
is given.

(i) The Secretary of Health and Human Services shall submit to
the Congress by July 1, 1980, a detailed plan on how he expects to
assume the functions and operations of a State disability determina-
tion unit when this becomes necessary under the amendments made
by this section, and how he intends to meet the requirements of sec-
tion 221(b)(3) of the Social Security Act. Such plan should assume
the uninterrupted operation of the disability determination function
and the utilization of the best qualified personnel to carry out such
function. If any amendment of Federal law or regulation is required
to carry out such plan, recommendations for such amendment
should be included in the report.

INFORMATION TO ACCOMPANY SECRETARY'S DECISIONS

SEC. 305. (a) Section 205(b) of the Social Security Act is amended
by inserting after the first sentence the following new sentence:
"Any such decision by the Secretary which involves a determination
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. ".

() Section 1631(c)(1) of such Act is amended by inserting after the
first sentence thereof the following new sentence: "Any such decision
by the Secretary which involves a determination 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 deter-
mination and the reason or reasons upon which it is based. ".

(c) The amendments made by this section shall apply with respect
to decisions made on or after the first day of the 13th month follow-
ing the month in which this Act is enacted.



LIMITATION ON PROSPECTIVE EFFECT OF APPLICATION

SEC. 306. (a) Section 202(j)(2) of the Social Security Act is amend-
ed to read as follows:

"(2) An application for any monthly benefits under this section
filed before the first month in which the applicant satisfies the re-
quirements 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 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 hearing is made (regardless of whether
such decision becomes the final decision of the Secretary). "

(b) Section 216(i)(2)(G) of such Act is amended-
(1) by inserting "(and shall be deemed to have been filed on

such first day)" immediately after "shall be deemed a valid ap-
plication' in the first sentence,

(2) by striking out the period at the end of the first sentence
and inserting in lieu thereof "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 hearing is made (regardless of whether
such decision becomes the final decision of the Secretary). ' and

(3) by striking out the second sentence.
(c) Section 223(b) of such Act is amended-

(1) by inserting "(and shall be deemed to have been filed in
such first month)" immediately after "shall be deemed a valid
application" in the first sentence,

(2) by striking out the period at the end of the first sentence
and inserting in lieu thereof "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 hearing is made (regardless of whether
such decision becomes the final decision of the Secretary). ", and

(d) by striking out the second sentence.
(d) The amendments made by this section shall apply to applica-

tions filed after the month in which this Act is enacted.

LIMITATION ON COURT REMANDS

SEC. 307. The sixth sentence of section 205(g) of the Social Secu-
rity Act is amended by striking out all that precedes "and the Secre-
tary shall" and inserting in lieu thereof the following: "The court
may, on motion of the Secretary 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 an ' time order additional evi-
dence 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,'"



TIME LIMITATIONS FOR DECISIONS ON BENEFIT CLAIMS

SEC. 308. The Secretary of Health and Human Services shall
submit to the Congress, no later than July 1, 1980, a report recom-
mending the establishment of appropriate time limitations govern.
ing decisions on claims for benefits under title 11 of the Social Secu-
rity Act. Such report shall specifically recommend-

(1) the maximum period of time (after application for a pay
ment under such title is filed) within which the initial decision
of the Secretary as to the rights of the applicant should be
made;

(2) the maximum period of time (after application for recon-
sideration of an y decision described in paragraph (1) is filed)
within which a decision of the Secretary on such reconsider-
ation should be made;

(3) the maximum period of time (after a request for a hearing
with respect to any decision described in paragraph (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 Secre-
tary upon such review (whether affirming, modifying, or revers-
ing 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 processing
of claims for benefits and the need to assure that all such claims
will be thoroughly considered and accurately determined.

PAYMENT FOR EXISTING MEDICAL EVIDENCE

SEC. 309. (a) Section 223(d)(5) of the Social Security Act is amend-
ed by adding at the end thereof the following new sentence: "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 evidence required and requested by the Sec-
retary under this paragraph shall be entitled to payment from the
Secretary for the reasonable cost of providing such evidence."

(b) The amendment made by subsection (a) shall apply with re-
spect to evidence requested on or after the first day of the sixth
month which begins after the date of the enactment of this Act.

PAYMENT OF CERTAIN TRAVEL EXPENSES

SEC. 310. (a) Section 201 of the Social Security Act is amended by
adding at the end thereof the following new subsection:

"(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 Insurance Trust Fund (as determined appro-
priate by the Secretary), such amounts as are required to pay travel
expenses, either on an actual cost 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 representatives, 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
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 appropriate to
such person's health condition, as specified in such regulations. "

(b) Section 1631 of such Act is amended by adding at the end
thereof the following new subsection:

"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 person'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 economical and expeditious means of
transportation appropriate to such person's health condition, as
specified in such regulations. ".

(c) Section 1817 of such Act is amended by adding at the end
thereof the following new subsection:

"(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
within the United States (as defined in section 210(i)) to attend re-
consideration interviews and proceedings before administrative law
judges with respect to an y 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 accommoda-
tions 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 available for payment
for other travel by any person shall not exceed the cost of travel (be-
tween the points involved) by the most economical and expeditious
means of transportation appropriate to such person's health condi-
tion, as specified in such regulations..



PERIODIC REVIEW OF DISABILITY DETERMINATIONS

SEC. ?11. (a) Section 221 of the Social Security Act is amended by
adding at the end thereof the following new subsection:

"(i) In any case 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 been made that such disability is permanent,
such reviews shall be made at such times as the Secretary deter-
mines to be appropriate. Reviews of cases under the preceding sen-
tence shall be in addition to, and shall not be considered as a sub-
stitute for, any other reviews which are required or provided for
under or in the administration of this title. ".

(b) The amendment made by subsection (a) shall become effective
on January 1. 1982.

REPORT BY SECRETARY

SEC. 312. The Secretary of Health and Human 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.

TITLE IV-PRO VISIONS RELATING TO AFDC AND CHILD

SUPPORT PROGRAMS

WORK REQUIREMENT UNDER THE AFDC PROGRAM

SEC. 401. (a) Section 402(a)(19)(A) of the Social Security Act is
amended-

(1) by striking out all that follows "(A)" and precedes clause
(i), and inserting in lieu thereof the following: "that every indi-
vidual, as a condition of eligibility for aid under this part,
shall register for manpower services, training, employment, and
other employment-related activities (including employment
search, not to exceed eight weeks in total in each year) with the
Secretary of Labor as provided by regulations issued by him,
unless such individual is-',

(2) by striking out "or" at the end of clause (v);
(3) by striking out "under section 433(g)" in clause (vi);
(4) by adding "or" after the semicolon at the end of clause

(vi), and
(5) by inserting after clause (vi) the following new clause:

"(vii) a person who is working not less than 30 hours
per week;".

(b) Section 402(a)(19)(B) of such Act is amended by inserting "to
families with dependent children" immediately after "that aid

(c) Section 402(a)(19)(D) of such Act is amended by striking out
and income derived from a special work project under the program
established by section 432(b)(3)".

(d) Section 402(a)(19)(F) of such Act is amended-
(1) by striking out, "and for so long as any child, relative, or

individual (certified to the Secretary of Labor pursuant to sub-
paragraph (G))" in the matter preceding clause (i), and inserting



in lieu thereof "(and for such period as is prescribed under joint
regulations of the Secretary and the Secretary of Labor) any
child, relative or individual" and

(2) by inserting "and" after the semicolon at the end of clause
(iv), and striking out all that follows.

(e) Section 402(a)(19)(G) of such Act is amended-
(1) by inserting "(which will, to the maximum extent feasible,

be located in the same facility as that utilized for the adminis-
tration of programs established pursuant to section 432(b) (1),
(2), or (3))' immediately after "administrative unit" in clause
(),.

(2) by striking out "subparagraph (A), " in clause (ii), and in-
serting in lieu thereof "subparagraph (A) of this paragraph (I)'"

(J) by striking out "part C" where it first appears in clause
(ii) and inserting in lieu thereof "section 432(b) (1), (2), or (3)"
and

(4) by striking out "employment or training under part C," in
clause (ii) and inserting in lieu thereof "employment or training
under section 432(b) (1), (2), or (3), (II) such social and support-
ive services as are necessary to enable such individuals as deter-
mined appropriate by the Secretary of Labor actively to engage
in other employment-related (including but not limited to em-
ployment search) activities, as well as timely payment for neces-
sary employment search expenses, and (III) for a period deemed
appropriate by the Secretary of Labor after such an individual
accepts employment, such social and supportive services as are
reasonable and necessary to enable him to retain such employ-
ment, ".

(f) Section 402(a)(19) of such Act is further amended-
(1) by striking out "and" at the end of subparagraph (F);
(2) by adding "and" after the semicolon at the end of subpar-

agraph (G); and
(3) by adding after subparagraph (G) the following new sub-

paragraph:
"(H) that an individual participating in employment

search activities shall not be referred to employment oppor-
tunities which do not meet the criteria for appropriate work
and training to which an individual may otherwise be as-
signed under section 432(b) (1), (2), or (, ".

(g) Section 403(c) of such Act is amended by striking out '"part C"
and inserting in lieu thereof "section 432(b) (1), (2), or (3)".

(h) Section 403(d)(1) of such Act is amended by adding at the end
thereof the following new sentence: "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 value
of goods and services furnished in kind from the State or any politi-
cal subdivision thereof ".

(i) The amendments made by this section (other than those made
by subsections (c) and (d)) shall take effect an September 30, 1980,
and the joint regulations referred to in section 402(a)(19)(F) of the
Social Security Act (as amended by this section) shall be promulgat-
ed on or before such date, and take effect on such date.



USE OF INTERNAL REVENUE SERVICE TO COLLECT CHILD SUPPORT FOR
NON-AFDC FAMILIES

SEC. 402. (a) The first sentence of section 452(b) of the Social Secu.
rity Act is amended by inserting "(or undertaken to be collected by
such State pursuant to section 454(6))" immediately after "assigned
to such State".

(b) The amendment made by subsection (a) shall take effect July
1, 1980.

SAFEGUARDS RESTRICTING DISCLOSURE OF CERTAIN INFORMATION
UNDER AFDC AND SOCIAL SERVICE PROGRAMS

SEC. 403. (a) Section 402(a)(9) of the Social Security Act is amend-
ed-

(1) by striking out "and" at the end of clause (B); and
(2) by striking out "' and the safeguards" and all that follows

and inserting in lieu thereof the following: ", 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 safeguards 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;".

(b) Section 2008(d)(1)(B) of such Act is amended-
(1) by striking out "provides that" and inserting in lieu there-

of 'provides safeguards which restrict',
(2) by striking out "will be restricted"
(3) by inserting "(A)" after "connected with '" and
(4) by inserting before the semicolon at the end thereof the fol-

lowing: ", and (B) any audit or similar activity conducted in
connection with the administration of any such plan or pro-
gram by any governmental entity 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 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 receipient;".

(c) The amendments made by this section shall take effect on Sep-
tember 1, 1980.

FEDERAL MATCHING FOR CHILD SUPPORT DUTIES PERFORMED BY
CERTAIN COURT PERSONNEL

SEC. 404. (a) Section 455 of the Social Security Act is amended by
adding at the end thereof the following new subsection:

"(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 oper-
ation 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.

"(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.'.

(b) The amendment made by subsection (a) shall apply with re-
spect to expenditures made by States on an after July 1, 1980.

CHILD SUPPORT MANAGEMENT INFORMATION SYSTEM

SEc. 405. (a) Section 455(a) of the Social Security Act is amend-
ed-

(1) by striking out "and" at the end of paragraph (1);
(2) by striking out the period at the end of paragraph (2) and

inserting in lieu thereof ", and'" and
(3) by adding after and below paragraph (2) the following new

paragraph:
"(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-
ment, 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)-".

(b) Section 454 of such Act is amended-
(1) by striking out "and" at the end of paragraph (14),
(2) by striking out the period at the end of paragraph (15) and

inserting in lieu thereof " and", and
(3) by adding after paragraph (15) the following new para-

graph:
"(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
management in the administration of the State plan, in the
State and localities thereof so as (A) to control, account for,
and monitor (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 compatibility among the systems of different jurisdic-
tions to permit periodic screening to determine whether such in-
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dividual is paying or is obligated to pay child support in more
than one jurisdiction, (II) checking of records of such individ.
uals on a periodic basis with Federal, intra- and inter-State,
and local agencies, (III) maintaining the data necessary to meet
the Federal reporting 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 determination, collection and distribution, of incentive pay.
ments both inter- and intra-State, and the maintenance of ac-
counts receivable on all amounts owed, collected and distribut-
ed, and (iii) the costs of all services rendered, either directly or
by interfacing with State financial management and expendi-
ture information, (B) to provide interface with records of the
State's aid to families with dependent children program in
order to determine if a collection 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 man-
agement information on all cases under the State plan from ini-
tial referral or application through collection and enforce-
ment. ".

(c) Section 452 of such Act is amended by adding at the end there-
of the following new subsection:

"(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
management system referred to in such subsection, and such docu-
ment-

"(A) provides for the conduct of and reflects the results of
requirements analysis studies, which include consideration of
the program mission, functions, organization, services, con-
straints, 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
information flows, input data, and output reports and uses,

"(C) sets forth the security and interface requirements to be
employed in such management system,

"(D) describes the projected resource requirements for staff
and other needs, and the resources 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 terms of qualitative and quantitative
benefits, and

"(G) provides such other information as the Secretary deter
mines under regulation is necessary.

'72)(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,
management information systems referred to in section 455(a)(3),
with a view to determining whether, and to what extent, such sys-
tems meet and continue to meet requirements imposed under para-
graph (1) and the conditions specified under section 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 the Secretary shall suspend his ap-
proval 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. ".

(d) Section 452 of the Social Security Act is further amended by
adding after subsection (d) (as added by subsection (c) of this sec-
tion) the following new subsection:

"(e) The Secretary shall provide such technical assistance to
States as he determines necessary to assist States to plan, design, de-
velop, or install and provide for the security of the management in-
formation systems referred to in section 455(a)(3). ".

(e) The amendments made by this section shall take effect on July
1, 1981, and shall be effective only with respect to expenditures, re-
ferred to in section 455(a)(3) of the Social Security Act (as amended
by this Act), made on or after such date.

AFDC MANAGEMENT INFORMATION SYSTEM

SEC. 406. (a) Section 403(a)(3) of the Social Security Act is amend-
ed-

(1) by striking out "and" at the end of subparagraph (A);
(2) by redesignating subparagraph (B) as subparagraph (C);

and
(3) by inserting after subparagraph (A) the following new sub-

paragraph:
"(B) 90 per centum of so much of the sums expended

during such quarter as are attributable to the planning,
design, development, or installation of such statewide
mechanized claims processing and information retrieval
systems as (i) meet the conditions of section 402(a)(O), and
(ii) the Secretary determines are likely to provide more effi-
cient, economical, and effective administration of the plan
and to be compatible with the claims processing and infor-
mation retrieval systems utilized in the administration of
State plans approved under title XIX, and State programs
with respect to which there is Federal financial participa-
tion under title XX, and".

(b)(1) Section 402(a) of such Act is amended-
(A) by striking out "and" at the end of paragraph (28);
(B) by striking out the period at the end of paragraph (29)

and inserting in lieu thereof "' and"; and
(C) by adding after paragraph (29) the following new para-

graph:
"(30) at the option of the State, provide for the establishment

and operation, in accordance with an (initial and annually up-
dated) advance automatic data processing planning document
approved under subsection (d), of an automated statewide man-
agement information system designed effectively and efficiently,
to assist management in the administration of the State plan
for aid to families with dependent children approved under 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 fac-
tors (such as social security numbers, names, dates of birth,
home addresses, and mailing addresses (including postal ZIP
codes), of all applicants and recipients of such aid and the rela.
tive with whom any child who is such an applicant or recipient
is living) to assure sufficient compatibility among the systems of
different jurisdictions to permit periodic screening to determine
whether an individual is or has been receiving benefits from
more than one jurisdiction, (II) checking records of applicants
and recipients of such aid on a periodic basis with other agen-
cies, both intra- and inter-State, for determination and verifica-
tion of eligibility and payment pursuant to requirements im-
posed by other provisions of this Act), (ii) the costs, quality, and
delivery of funds and services furnished to applicants 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. ".

(2) Section 402 of such Act is further amended by adding at the
end thereof the following new subsection:

"(d)(l) The Secretary shall not approve the initial and annually
updated advance automatic data processing planning document, re-
ferred to in subsection (a)(30), unless he finds that such document,
when implemented, will generally carry out the objectives of the
statewide management 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, con-
straints, and current support, of in, or relating to, such system,

"(B) contains a description of the proposed statewide manage-
ment system, including a description of information flows,
input data, and output reports and uses,

"(C) sets forth the security and interface requirements to be
employed in such statewide management system,

"(D) describes the projected resource requirements for staff
and other needs, and the resources available or expected to be
available to meet such requirements,

"(E) includes cost-benefit analyses of each alternative man-
agement system, data processing services and 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 implementation plan with charts of develop-
ment events, testing descriptions, proposed acceptance criteria,
and backup and fallback procedures to handle possible failure
of contingencies, and

"(G) contains a summary of proposed improvement of such
statewide management system in terms of qualitative and quan-
titative benefits.



"(2)(A) The Secretary shall, on a continuing basis, review, assess,
and inspect the planning, design, and operation of, statewide man-
agement information systems referred to in section 403(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 subsection (a)(O) of this section.

"(B) If the Secretary finds with respect to any statewide manage-
ment information system referred to in section 403(a3)(B) 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 the Secretary shall suspend his ap-
proval 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. ".

(c) Part A of title IV of such Act is amended by adding at the end
thereof the following new section:

"TECHNICAL ASSISTANCE FOR DEVELOPING MANAGEMENT
INFORMATION SYSTEMS

"SEC. 413. 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 403(a)(J)(B) of this Act. "

(d) The amendments made by this section shall be effective with
respect to expenditures made during calendar quarters beginning on
or after July 1, 1981.

CHILD SUPPORT REPORTING AND MATCHING PROCEDURES

SEC. 407. (a) Section 455(b)(2) of the Social Security Act is amend-
ed by striking out "The Secretary" and inserting in lieu thereof
"Subject to subsection (d), the Secretary".

b) Section 455 of such Act is further amended by adding after
subsection (c) (as added by section 404 of this Act) the following new
subsection:

"(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 period (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).".

(c) Section 403(b)(2) of such Act is amended-
(1) by striking out "and" at the end of clause (A: and
(2) by adding immediately before the semicolon at the end of

clause (B) the following: ", 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 portion of child support collections r(.
tained by it pursuant to such section".

(d) The amendments made by this section shall be effective in the
case of calendar quarters commencing on or after January 1, 1981.

ACCESS TO WAGE INFORMATION FOR PURPOSES OF CARRYING OUT
STATE PLANS FOR CHILD SUPPORT

SEC. 408. (a)(1) Subsection (1) of section 6103 of the Internal Reve-
nue Code of 1954 (relating to disclosure of returns and return infor-
mation for purposes other than tax administration) is amended by
adding at the end thereof the following new paragraph:

"(7) DISCLOSURE OF CERTAIN RETURN INFORMATION BY SOCIAL
SECURITY ADMINISTRATION TO STATE AND LOCAL CHILD SUPPORT
ENFORCEMENT AGENCIES. -

"(A) IN GENERAL.-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 self-employment (as defined in section 1402),
wages (as defined in section 3121(a) or 3401(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) RESTRICTION ON DISCLOSURE.-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 obliga-
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
AGENCY.-For purposes of this paragraph, the term 'State or
local child support enforcement agency' means any agency
of a State or political subdivision thereof operating pursu-
ant to a plan described in subparagraph (B). "

(2)(A) Subparagraph (A) of section 6103(p)(3) of such Code (relat-
ing to records of inspection and disclosure) is amended by striking
out "(1)(1) or (4)(B) or (5)" and inserting in lieu thereof "(l)(1), (4)(B),
(5), or(/)"

(B) Paragraph (4) of section 6103(p) of such Code (relating to safe-
guards) is amended by striking but "(l)(3) or (6)" in so much of such
paragraph as precedes subparagraph (A) thereof and inserting in
lieu thereof "(l)(3), (6), or (7)".

(C) Clause (i) of section 61o1(p)(4)(F) of such Code is amended by
striking out "(1)(6)" and inserting in lieu thereof "(l)(6) or (7)".

(D) The first sentence of paragraph (2) of section 721,(a) of such
Code is amended by striking out "subsection (d), (l)(6), or (m)(4)(B)'
and inserting in lieu thereof "subsection (d, (l)(6) or (7), or
(m)(4)(B)".



(2) The amendments made by this subsection shall take effect on
the date of the enactment of this Act.

(b)(1) Section 303 of the Social Security Act is amended by adding
at the end thereof the following new subsection:

"(d)(1) The State agency charged with the administration 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

"(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 purposes of establishing and collecting child support obliga-
tions from, and locating, individuals owing such obligations.

For purposes of the preceding sentence, the term 'child support obli-
gations only includes obligations which are being enforced pursu-
ant to a plan described in section 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 admin-
istration of the State law, finds that there is a failure to comply
substantially with the requirements of paragraph (1), 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 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 subsection, the term 'State or local child
support enforcement agency' means any agency of a State or politi-
cal subdivision thereof operating pursuant to a plan described in
the last sentence of paragraph (1).'.

(2) Paragraph (2) of section 304(a) of the Social Security Act is
amended by striking out "subsection (b) or (c)" and inserting in lieu
thereof "subsection (b), (c), or (d)"

(3) The amendments made by this subsection shall take effect on
July 1, 1980.
TITLE V-OTHER PRO VISIONS RELATING TO THE SOCIAL

SECURITY ACT

RELATIONSHIP BETWEEN SOCIAL SECURITY AND SSI BENEFITS

SEC. 501. (a) Part A of title XI of the Social Security Act is
amended by inserting immediately after section 1126 the following
new section:

"ADJUSTMENT OF RETROACTIVE BENEFITS UNDER TITLE I 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 't those ben-efits,-Zrd



"(2) was an individual with respect to whom supplemental se.
curity income benefits were paid under title XVI (including
State supplementary 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 pursuant to the application referred to in para-
graph (1),

the benefits (described in paragraph (1)) which are otherwise retro-
actively payable to such individual for months in the period de-
scribed in paragraph (2) shall be reduced by an amount equal to so
much of such supplemental security income benefits (including State
supplementary payments) described in paragraph (2) for such month
or months as would not have been paid with respect to such individ-
ual or his eligible spouse 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 re-
duction the Secretary shall reimburse the State on behalf of which
such supplementary payments were made for the amount (if any) by
which such State's expenditures on account of such supplementary
payments for the period involved exceeded the expenditures which
the State would have made (for such period) if the individual had
received the benefits under title II at the times they were regularly
due during such period rather than retroactively- An amount equal
to the portion of such reduction remaining after reimbursement of
the State under the preceding sentence shall be covered into the gen-
eral fund of the Treasury. ".

(b) Section 204 of such Act is amended by adding at the end there-
of the following new subsection:

"(e) For payments which are adjusted by reason of payment of
benefits under the supplemental security income program estab-
lished by title XVI, see section 1127. ".

(c) Section 16,21(b) of such Act is amended-
(1) by inserting "(1)" immediately after "(b)" and
(2) by adding at the end thereof the following new paragraph:

"(2) For payments for which adjustments are made by reason of a
retroactive payment of benefits under title II, see section 1127. ".

(d) The amendments made by this section shall be applicable in
the case of payments of monthly insurance benefits under title I of
the Social Security Act entitlement for which is determined on or
after the first day of the thirteenth month which begins after the
date of the enactment of this Act.

EXTENSION OF NATIONAL COMMISSION ON SOCIAL SECURITY

SEC. 502. (a) Section J61(a)(2)(F) of the Social Security Amend-
ments of 1977 is amended by striking out "a term of two years" and
inserting in lieu thereof "a term which shall end on April 1, 1981".

(b) Section 361(c)(2) of the Social Security Amendments of 1977 is
amended by striking out all that follows the semicolon and insert-
ing in lieu thereof "and the Commission shall cease to exist on
April 1, 1981. "



TIME FOR MAKING OF SOCIAL SECURITY CONTRIBUTIONS WITH RESPECT
TO COVERED STATE AND LOCAL EMPLOYEES

SEC. 503. (a) Subparagraph (A) of section 218(e)(1) of the Social Se-
curity Act is amended to read as follows:

"(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 J11 of the
Internal Revenue Code of 1954 if the services for which wages
were paid in such month to employees covered by the agreement
constituted employment as defined in section 3121 of such Code;
and".

(b) The amendment made by subsection (a) shall be effective with
respect to the payment of taxes (referred to in section 218(e)(1)(A) of
the Social Security Act, as amended by subsection (a)) on account of
wages paid on or after July 1, 1980.

(c) The provisions of section / of Public Law 94-202 shall not be
applicable to any regulation which becomes effective on or after
July 1, 1980, and which is designed to carry out the purposes of sub-
section (a) of this section.

ELIGIBILITY OF ALIENS FOR SSI BENEFITS

SEC. 504. (a) Section 1614(f) of the Social Security Act is amended
by adding at the end thereof the following new paragraph:

"(3) For purposes of determining eligibility for and the amount of
benefits for any individual who is an alien, such individuals
income and resources shall be deemed to include the income and re-
sources of his sponsor and such sponsor's spouse (if such alien has a
sponsor) as provided in section 1621. Any such income deemed to be
income of such individual shall be treated as unearned income of
such individual. ".

(b) Part A of title XVI of such Act is amended by adding at the
end thereof (after the new section added by section 201(c) of this Act)
the following new section:

"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 sponsors spouse, shall be deemed to
be the income and resources of such individual (in accordance with
subsections () 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.

"(b01) The amount of income of a sponsor (and his spouse) whichshall 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 unearned income (as
determined under section 1612(a)) of such sponsor and such
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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 maximum amount of the
Federal benefit under this title for such year which would be
payable to an eligible individual who has no other income and
who does not have an eligible spouse (as determined under sec-
tion 1611(b)(1)), plus (ii) one-half of the amount determined
under clause (i) multiplied by the number of individuals who
are dependents of such sponsor (or such sponsor's 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 deemed to be un.
earned income of such alien shall be at a yearly rate equal to
the amount determined under subparagraph (B). The period for
determination of such amount shall be the same as the period
for determination of benefits under section 1611(c).

"(2) The amount of resources of a sponsor (and his spouse) which
shall be deemed to be the resources of an alien for any year shall be
determined as follows:

"(A) The total amount of the resources (as determined under
section 1613) of such sponsor and such sponsor's spouse (if such
spouse is living with the sponsor) shall be determined.

"(B) The amount determined under subparagraph (A) shall be
reduced by an amount equal to (i) $1,500 in the case of a spon-
sor who has no spouse with whom he is living, or (ii) $2,250 in
the case of a sponsor who has a spouse with whom he is living.

"(C) The resources of such sponsor (and spouse) as determined
under subparagraphs (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 entry 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 receiving 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 deterimining 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 necessary for any
such determination. Such alien shall also be required to provide to
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 immigration application.

"(2) The Secretary shall enter into agreements with the Secreta'
of State and the Attorney General whereby any information availa-



ble to such persons and required in order to make any determina-
tion under this section will be provided by such persons to the Secre-
tary, and whereby such persons shall inform any sponsor 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
severably liable for an amount equal to any overpayment made 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 with section 1631(b) shall be
withheld from any subsequent payment to which such alien or such
sponsor is entitled under any provision of this Act.

"(f)(1) The provisions of this section shall not apply with respect
to any individual who is an 'aged, blind, or disabled individual'for
purposes of this title by reason of blindness (as determined under
section 1614(a)(2)) or disability (as determined under section
1614(a)(3)), from and after the onset of the impairment, if such
blindness or disability commenced after the date of such individ-
ual's admission into the United States for permanent residence.

"(2) The provisions of this section shall not apply with respect to
any alien who is-

"(A) admitted 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 Immigration and Nationality Act;

"(B) admitted to the United States as a result of the applica-
tion, after March 31, 1980, of the provisions of section 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.':
(c) The amendments made by this section shall be effective with

respect to individuals applying for supplemental security income
benefits under title XVI of the Social Security Act for the first time
after September 30. 1980.

AUTHORITY FOR DEMONSTRATION PROJECTS

SEC. 505. (a)(1) The Secretary of Health and Human Services shall
develop and carry out experiments and demonstration projects de-
signed to determine the relative advantages and disadvantages of
(A) various alternative methods of treating the work activity of dis-
abled beneficiaries under the old-age, survivors, and disabilitO in-
surance program, including such methods as a reduction in benefits
based on earnings, designed to encourage the return to work of dis-
abled beneficiaries and (B) altering other limitations and conditions
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 pro-
gram is administered, earlier referral of beneficiaries for rehabilita-
tion, 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 alterna.
tive methods under consideration while giving assurance that the
results derived from the experiments and projects will obtain gene.
allv in the operation of the disability insurance program without
committing such program to the adoption of any particular system
either locally or nationally.

(J) In the case of any experiment or demonstration project under
paragraph (1), the Secretary may waive compliance with the benefit
requirements of titles II and XVIII of the Social Security Act inso-
far as is necessary for a thorough evaluation of the alternative
methods under consideration. No such experiment or project shall
be actually placed in operation unless at least ninety days prior
thereto a written report, prepared for purposes of notification and
information only and containing a full and complete description
thereof, has been transmitted by the Secretary to the Committee on
Ways and Means of the House of Representatives and to the Com-
mittee on Finance of the Senate. Periodic reports on the progress ol
such experiments and demonstration projects shall be submitted by
the Secretary to such committees. When appropriate, such reports
shall include detailed recommendations for changes in administra-
tion or law, or both, to carry out the objectives stated in paragraph
(1).

(4) The Secretary shall submit to the Congress no later than Janu.
arv 1, 1983, a report on the experiments and demonstration projects
with respect to work incentives carried out under this subsection to
gether with any related data and materials which he may conside
appropriate.

(5) Section 201 of the Social Security Act is amended by adding a,
the end thereof (after the new subsection added by section 310(a) o)
this Act) the following new subsection:

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

(b) Section 1110 of the Social Security Act is amended-
(1) by inserting "(1)" after "SEc. 1110. (a)'"
(2) by strikin? out "for (1)" and "(2)" and inserting in liei

thereof "for (A) 'and "(B)" respectively;
(3) by redesignating subsections (b) and (c) as paragraphs (2

and (3), respectively,
(4) by striking out "under subsection (a)" each place it ap

pears and inserting in lieu thereof "under paragraph (1)";
(5) by striking out '"purposes of this section" and inserting il

lieu thereof 'purposes of this subsection '" and
(6) by adding at the end thereof the following new subsection

"(bY]) The Secretary is authorized to waive any of the require
ments, conditions, or limitations of title XVI (or to waive them onl
for specified purposes, or to impose additional requirements, cond
tions, or limitations) to such extent and for such period as he find
necessary to carry out one or more experimental, pilot, or demonstro



tion projects which, in his judgment, are likely to assist in promot-
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 met by the Secretary
from amounts available to him for this purpose from appropriations
made to catry out such title. The costs of any such project which is
carried out in coordination with one or more related projects under
other titles of this Act shall be allocated among the appropriations
available for such projects and any Trust Funds involved, in a
manner determined by the Secretary, taking into consideration the
programs (or types of benefit) to which the project (or part of a proj-
ect) is most closely related or which the project (or part of a project)
is intended to benefit. If, in order to carry out a project under this
subsection, the Secretary requests a State to make supplementary
payments (or makes them himself pursuant to an agreement under
section 1616), or to provide medical assistance under its plan ap-
proved under title XIX, to individuals who are not eligible therefor,
or in amounts or under circumstances in which the State does not
make such payments or provide such medical assistance, the Secre-
tary shall reimburse such State for the non-Federal share of such
payments or assistance from amounts appropriated to carry out title
XV'.

"(2) With respect to the participation of recipients of supplemental
security income benefits in experimental, pilot, or demonstration
projects tinder 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-
formed written consent which satisfies the requirements for in-
formed consent established by the Secretary for use in any ex-
perimental, pilot, or demonstration project in which human
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 under age 18 as well as adult
recipients; and

4(D) the Secretary shall include in the projects carried out
under 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 care treatment centers. ,

(c) The Secretary shall submit to the Congress a final report with
respect to all experiments and demonstration projects carried out
under this section no later than five years after the date of the en-
actment of this Act.



ADDITIONAL FUNDS FOR DEMONSTRATION PROJECT RELATING TO THE
TERMINALLY ILL

SEC. 506. (a) The Secretary of Health and Human Services is au-
thorized to provide for the participation, by the Social Security Ad-
ministration, in a demonstration project relating to the terminally
ill which is currently being conducted within the Department of
Health and Human Services. The purpose of such participation
shall be to study the impact on the terminally ill of provisions of
the disability programs administered by the Social Security Admin-
istration and to determine how best to provide services needed by
persons who are terminally ill through programs over which the
Social Security Administration has administrative responsibility.

(b) For the purpose of carrying out this section there are author-
ized to be appropriated such sums (not in excess of $2,000,000 for
any fiscal year) as may be necessary.

VOLUNTARY CERTIFICATION OF MEDICARE SUPPLEMENTAL HEALTH
INSURANCE POLICIES

SEC. 507. (a) Title XVIII of the Social Security Act is amended by
adding at the end thereof the following new section:

VOLUNTARY CERTIFICATION OF MEDICARE SUPPLEMENTAL HEALTH
INSURANCE POLICIES

"SEC. 1882. (a) The Secretary shall establish a procedure whereby
medicare supplemental policies (as defined in subsection (g)(1)) may
be certified by the Secretary as meeting minimum standards and re-
quirements set forth in subsection (c). Such procedure shall provide
an opportunity for any insurer to submit any such policy, and such
additional data as the Secretary finds necessary, to the Secretary for
his examination and for his certification thereof as meeting the
standards and requirements set 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 de-
signed for use as an indication that a policy has received the Secre-
tary's certification. The Secretary shall provide each State comm is-
sioner or superintendent of insurance with a list of all the policies
which have received his certification.

"(b)(1) Any medicare supplemental policy issued in any State
which the Supplemental Health Insurance Panel (established under
paragraph (2)) determines has established 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 subsection (g)(2)(A));



'"B) includes a requirement equal to or more stringent than
the requirement described in subsection (c)(2t; and

"(C) provides for application of the standards and require-
ments described in subparagraphs (A) and (B) to all medicare
supplemental policies (as defined in subsection (g)(1)) issued in
such State,

shall be deemed (for so long as the Panel finds that such State regu-
latory program continues to meet the standards 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 sec-
tion referred to as the 'Panel') to be known as the Supplemental
Health Insurance Panel. The Panel shall consist of the Secretary,
who shall serve 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 lesser number may conduct hearings.

"(C) The Secretary shall provide such technical, secretarial, cleri-
cal, and other assistance as the 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 expenses (including per diem in lieu of sub-
sistence) in the same manner as persons employed intermittently in
the Government service are allowed expenses under section 5703 of
title 5, United States Code.

"(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 issued in conjuction with one another) the NAIC
Model Standards; and

"(2) can be expected (as 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 and in accordance with accepted actuarial principles
and practices) to return to policyholders in the form of aggre-
gate benefits provided under the policy, at least 75 percent of
the aggregate amount of premiums collected in the case of group
policies and at least 60 percent of the aggregate amount of pre-
miums collected in the case of individual policies.

For purposes of paragraph (2), policies issued as a result of solicita-
tions of individuals through the mails or by mass media advertising
(including both print and broadcast advertising) shall be deemed to
be individual policies.

"(d)(1) Whoever knowingly or willfully makes or causes to be
made or induces or seeks to induce the making of any false state-
ment or representation of a material fact with respect to the compli-
ance of any policy with the standards and requirements set forth in
subsection (c) or in regulations promulgated pursuant to such sub-
section, or with respect to the use of the emblem designed by the Sec-



retarv under subsection (at, shall be guilty of a felony' and upon con.
tiction thereof shall be fined not more than $25,000 or imprisoned
for not more than 3 -Nears, or both.

"(2) Whoever falsely assumes or pretends to be acting, or misrepre.
sents in any way that he is acting, under the authority of or in asso-
ciation with, the program of health insurance established by this
title, or any Federal agency, for the purpose of selling or attempting
to sell insurance, or in such pretended character demands, or ob-
tains money, paper, documents, or anything of value, shall be guilt),
oa felony and upon conviction thereof shall be fined not more than
$ 5,000 or imprisoned for not more than 5 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
B of this title, with knowledge that such policy substantially dupli-
cates health benefits to which such individual is otherwise entitled,
other than benefits to which he is entitled under a requirement of'
State or Federal law (other than 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 5 years, or both.

"(B) For purposes of this paragraph, benefits which are payable to
or on behalf of an individual without regard to other health benefit
coverage of such individual, shall not be considered as duplicative.

"(C) Subparagraph (A) shall not apply with respect to the selling
of a group policy or plan of one or more employers or labor organiza-
tions, or of the trustees of a fund established by one or more employ-
ers or labor organizations (or combination thereof), for employees or
former employees (or combination thereof) or for members or former
members (or combination thereof) of the labor organizations.

"(4)(A) Whoever knowingly, directly or through his agent, mails or
causes to be mailed any matter for a prohibited purpose (as deter-
mined under subparagraph (B)) shall be guilty of a felony and upon
conviction thereof shall be fined not more than $25,000 or impris-
oned for not more than 5 years, or both.

"(B) For purposes of subparagraph (A), a prohibited purpose
means the advertising, solicitation, or offer for sale of a medicare
supplemental policy, or the delivery of such a policy, in or into an.'
State in which such policy has not been approved by the State com-
missioner or superintendent of insurance. For purposes of this para-
graph, a medicare supplemental policy shall be deemed to be ap-
proved by the commissioner 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)(2AB)),"

"(ii) the policy has been approved by the commissioners or su-
perintendents of insurance in States in which more than 30 per-
cent of such policies are sold; or

"(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 polic.V:

except that such a policy shall not be deemed to be approved by (I
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 pur-
suant to the procedures (if any) of the State.

"(C) Subparagraph (A) shall not apply in the case of a person who
mails or causes to be mailed a medicare supplemental police 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
mailed.

"(e) The Secretary shall provide to all individuals entitled to
benefits 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 pro-
vided under this title.

"(f)(1)(A) The Secretary shall, in consultation with Federal and
State regulatory agencies, the National Association of Insurance
Commissioners, private insurers, and organizations representing con-
sumers and the aged, conduct a comprehensive study and evaluation
of the comparative effectiveness of various State approaches to the
regulation of medicare supplemental policies in (i) limiting market-
ing and agent abuse, (ii) assuring the dissemination of such infor-
mation to individuals entitled to benefits under this title (and to
other consumers) as is necessary to permit informed choice, (iii) pro-
moting policies which provide reasonable economic benefits for such
individuals, (iv) reducing the purchase of unnecessary duplicative
coverage, (v) improving price competition, and (vi) establishing effec-
tive approved State regulatory programs described in subsection (b).

"(B) Such study shall also address the need for standards or certi-
fication of health insurance policies, other than medicare supple-
mental 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 supplemental 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 yearss, a report evaluating the effective-
ness of the certification procedure and the criminal penalties estab-
lished under this section, and shall include in such reports an anal-
ysis of-"(A) the impact of such procedure and penalties on the types,

market share, value, and cost to individuals entitled to beneftis



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

"(C) whether the certification program and criminal penalties
should be continued.

"(g)(1) For purposes of this section, a medicare supplemental
policy is a health insurance policy or other health benefit plan of-
fered by a private entity to individuals who are entitled to have pay-
ment made under this title, which provides reimbursement for ex-
penses incurred for services and items for which payment may be
made under this title but which are not reimbursable by reason of
the applicability of deductibles, coinsurance amounts, or other limi-
tations imposed pursuant to this title; but does not include any such
policy or plan of one or more employers or labor organizations, or of
the trustees of a fund established by one or more employers or labor
organizations (or combination thereof), for employees or former em-
ployees (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 means-
"(i) in the case of an individual policy, the State in

which the policyholder resides; and
"(ii) in the case of a group policy, the State in which the

holder of the master policy resides.
"(h) The Secretary shall prescribe such regulations as may be nec-

essary for the effective, efficient, and equitable administration of
the certification procedure established under this section. The Secre-
tary shall first issue final regulations to implement the certification
procedure established under 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
Secretary under subsection (a) until July 1, 1982. On and after such
date policies certified by the Secretary may bear such emblem, in-
cluding policies which were issued prior to such date and were sub-
sequently certified, and insurers may notify holders of such certified
polices issued prior to such date using such emblem in the notifica-
tion.

"(2)(A) The Secretary shall not implement the certification pro-
gram established under subsection (a) with respect to policies issued
in a 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
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.

"() 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
another State. ".

(b) The amendment made by this section shall become effective on
the date of the enactment of this Act, except that the provisions of
paragraph (4) of section 1882(d) of the Social Security Act (as added
by this section) shall become effective on July 1, 1982.

And the Senate agree to the same.
That the House recede from its disagreement to the amendment

of the Senate to the title of the bill, and agree to the same.
AL ULLMAN,
JAMES CORMAN,
J. J. PICKLE,
ANDREW JACOBS,
WILLIAM COTTER,
C. B. RANGEL,
BARBER B. CONABLE, Jr.,
BILL ARCHER,
JOHN J. DUNCAN,

Managers on the Part of the House.
RUSSELL B. LONG,
HERMAN E. TALMADGE,
ABE RIBICOFF,
GAYLORD NELSON,
MAX BAUCUS,
BOB DOLE,
JOHN DANFORTH,
DAVE DURENBERGER,

Managers on the Part of the Senate.



JOINT EXPLANATORY STATEMENT OF THE COMMITTEE OF
CONFERENCE

The managers on the part of the House and the Senate at the
conference on the disagreeing votes of the two Houses on the
amendments of the Senate to the bill (H.R. 3236) to amend title II
of the Social Security Act to provide better work incentives and im-
proved accountability in the disability insurance program, and for
other purposes, submit the following joint statement to the House
and the Senate in explanation of the effect of the action agreed
upon by the managers and recommended in the accompanying con-
ference report:

The Senate amendment to the text of the bill struck out all of
the House bill after the enacting clause and inserted a substitute
text.

The House recedes from its disagreement to the amendment of
the Senate with an amendment which is a substitute for the House
bill and the Senate amendment. The difference between the House
bill, the Senate amendment, and the substitute agreed to in confer-
ence are noted below, except for clerical corrections, conforming
changes made necessary by agreements reached by the conferees,
and minor drafting and clarifying changes.



TITLE I-PROVISIONS RELATING TO
DISABILITY INSURANCE

Limit on Family Disability Insurance Benefits

(See. 101)

Present lwt,.-The social security disability insurance program (DI)
determines the amount of benefits payable based on an individual's
previous earnings. The formula for determining disability benefits is
the same as for retirement benefits. The benefit level is arrived at by
applying a formula to the average indexed monthly earnings the indi-
vidual had over the course of a. period of years which approximates
the number of years in which he could reasonably have been expected
to be in the work force. For a retired worker, this period is equal to the
number of years between the ages of 21 and 62. For a disabled worker,
the number of years of earnings to be averaged ends with the year
before he became disabled. In either case, the resulting averaging
period is reduced by 5.

The basic benefit amount may be increased if the worker has a
spouse or dependent children. Benefits for the spouse are payable if
the spouse is over age 62 or if the spouse is caring for minor or disabled
children. Benefits for children are payable if they are under age 18
or are disabled (as a result of a disability which existed in childhood)
or if they are full-time students over aige 1$ but under age 22. The com-
bined benefit for the worker and all dependents is limited by a family
maximum provision to no more than 150 to P8 percent of the worker's
benefit alone.

House bill.-The House bill limited total DI family benefits to the
smaller of 80 percent of the worker's average indexed nmonthly earn-
ings (AIME) or 150 percent of the worker's primary insurance
amount (PIA). Under the provision, no family benefit, would be re-
duced below 100 percent of the worker's primary benefit. The limi-
tation was effective with respect to individuals becoming entitled to
benefits on or after January 1, 1980.

Senate bilL-The Senate bill limited total DI family benefits to the
smaller of 5 percent of the worker's ALIME or 160 percent of the
worker's PIA. As under the House bill, no faniilv benefit would be
rediiced below lo0 pereent of the worker's plrimrv benefit. The bill
provided for the same effective date as the I louse bill except the limi-
tation would be effective only with respect to individuals who first
became entitled to benefits on or after January 1, 1980.

Cotfr,,ncc aqreeemnt.-The conferees auzreed to limit )I family
benefits to tie snialler of 85 percent of the worker's average indexed
monthly earnings (AIME), as in the Senate bill, or 150 percent of
the, worker's primary insurance amount (PIA). as in the House bill.
The liuiitation is effective only with respect to individuals who first
become entitled to benefits on or after July 1, 1980.



Reduction in Dropout Years

(Sec. 102)
P,'e86c,1 ,(1.-)isabled workers are allowed to exclude lip to o years

of low earnings in averaging their earnings. However, at least 2 years
of earnings must be used in the benefit computation.

House bil.-The House provision excluded years of low earnings in
the computation of disability benefits according to the following
schedule:

Sum butr Of
Worker's age: dropout years

Under 27 ------------------------------------------------ 0
27 through 31 ----------------------------------------- 1
32 through 36 --------------------------------------------- 2
37 through 41 -----------------------------------------
42 through 46 -------------------------------------------- 4
47 and over ---------------------------------------------- 5

The provision also allowed workers to drop out additional low earn-
ings years if in those years the worker provided principal care of a
child under age 6. In no case would the number of dropoutt years
exceed 5.

Senate bill.-The Senate bill excluded ears of low earnings in the
computation of disability benefits according to the following schedule:

Number of
Worker's age: dropout years

Under 32 ----------------------------------------------- 1
32 through 36 -------------------------------------------- 2
37 through 41 ----------------------------------------------- 3
42 through 46 ------------------------------------------ 4
47 and over ------------------------------------------- 5

There was no provision for allowing additional dropout years for
child care.

Con*ference agreewent.-The conferees agreed to exclude years of
low earnings in the computation of disability benefits according to
the following schedule (as in th(, House bill) :

N u mber of
Worker's age: dropout years

Under 27 --------------------------------------------------- 0
27 through 31 ----------------------------------------------- 1
32 through 36 -------------------------------------------- 2
37 through 41 -----------------------------------------------
42 through 46 ----------------------------------------------- 4
47 and over ---------------------------------------------- 5

The provision also would allow a disabled worker to drop out addi-
tional (,ars from the computation perioi if in those years there was a
child (of such individual or his or her spouse) under age 3 living in the
same household subs-tantially throughout each such year and the dis-
abled worker did not engage in any eniploynent in each such y('ar.
Dropout years for periods of childcare would be provided only to the
extent that the combined number of childeare dropout years and drop-
out years provided under the regIular schedule do not ,xcee(1 3.

The new schedule of dropout years applies to disaiblel worker-
who first becoite entitled to benefits after .1itne 1980. The provision
continues to apply to a worker until his death unless before age G2 he
ceases to be entitled to disability benefits for 12 continuous months.

The provision allowing ehildeare dropout years would be effective
for iiontihly belnfits 1)'yalble for inoniths after June 30, 1981.



The provision in present law which requires that at least 2 years of
earnings be used in the benefit computation is retained.

Elimination of Second Medicare Waiting Period

(Sec. 103)

Present lau.-Beneficiaries of disability insurance (DI) must wait
24 consecutive months after becoming entitled to benefits to become eli-
gible for medicare. If a beneficiary loses his eligibility and then be-
comes disabled again, another 24-consecutive-month waiting period is
required before medicare coverage is resumed.

House bill.-The House provision eliminated the requirement that
a person who becomes disabled a second time must undergo another 24-
consecutive-month waiting period after becoming reentitled to benefits
before medicare coverage is available to him. The amendment applied
to workers becoming disabled again within 60 months, and to disabled
widows or widowers and adults disabled since childhood becoming dis-
abled again within 84 months.

S&niate bill.-Same as House bill.
Conference agreement.-The conferees accepted the provisions of

the House and Senate bills and agreed that the provision would be
effective 6 months after enactment.

Extension of Medicare for an Additional 36 Months

(Sec. 104)

Present /aw.-AMedicare coverage ends when disability insurance
benefits cease.

House bill.-The House provision extended medicare coverage for
an additional 36 months after cash benefits cease for a worker who is
engaging in substantial gainful activity but has not medically recov-
ered. (The first 12 months of the 36-nionth period was part of the new
24-month trial work period. See section 303.)

Neliate bil/.-Same as House bill.
Confein'iwn agrecineit.-The conferees accepted the provisions of

the House and Senate bills and agreed to apply the new provision to
disabilit y- beneficiaries whose disabilities have not been determined to
have ceased prior to the 6th month a fter enactment.

Funding for Vocational Rehabilitation Services for Disabled
Individuals

Present hi.-Reimburement from sociall >cturitv trust funds is now
provided to State vocational rehabilitation agencies for the cost of
vocational rehabilitation services furnished to disability insurance
be1neficiaries. The pUrpose of the payment is to accrue savin- to the
trust funds is a result of rehal)ilitatillg the maxinium number of bene-
ficiaries into productive activity. The total amount of the funds that
may be made available for such reimbursement may not, in any year,
ex,'ecd 11/2 percent of the social security disability benefits paid in the
!)revioiis year.

Jltwr "bil.-Effective for fiscal 19,2. the House bill eliminated trust
fund financing for rehabilitation se'vWices but provided trust fun1(d re-



imbursement for the Federal share (80%) to the General Fund of the
U.S. Treasury and to the States for twice the State share (20% X 2)
of rehabilitation services which result in the performance by a re-
habilitated individual of substantial gainful activity (SGA) for a con-
tinuous period of 12 months or which result in employment for 12
consecutive months in a sheltered workshop. It directed the Secretary
of HHS to study alternative methods of providing and financing the
costs of rehabilitation services to disabled beneficiaries in order to real-
ize maximum savings to the trust funds and to submit a report with
recommendations to the President and the Congress by J anuary 1, 1980.

Senate bilL-The Senate bill made no change f rom present law.
Conference agrecmient.-The conferees agreed not to change the

provisions of present law.
The conferees anticipate that the new method of allocating trust

fund money to the States for rehabilitation of social security clients
which was recently adopted administratively will continue and be
intensified in the future. This method generally allocates the trust
fund money based on the relative. number of social security benefici-
aries each State rehabilitates with earnings at the substantial gainful
activity (SGA) level, provided that no State loses more than 1/3 of its
previous year's funding. Currently, rehabilitation is considered to have
been achieved when the client has been employed for two months. The
managers expect that the measure of success, i.e., rehabilitation at the
SGA level, will be modified as soon as administratively feasible so that
the allocation formula will be based on the State's relative share of the
total number of social security clients employed as a result of rehabili-
tation for no less than 6 months (although not necessarily consecutive)
with earnings at the SGA level throughout the. period. Furthermore,
the managers expect, that steps will be taken to develop procedures
which will eventually result in the allocation being based on the State's
relative share of total benefit terminations brought about by vocational
rehabilitation services. The conferees instruct the Social Security Ad-
ministration and the Rehabilitation Services Adiiinistration recentlyy
transferred to the Department of Education) to continue to explore
the possibility of developing more timely and effective methods of
measuring performance in trust fund rehabilitations. The results of
these efforts should be promptly communicated to the Ways and
Means and Finance Committees.



TITLE I1-PROVISIONS RELATING TO DISABIL-
ITY BENEFITS UNDER THE SSI PROGRAM

Benefits for Individuals Who Engage In Employment Activity

(Sec. 201)

Present law.-Under present law, an individual may qualify for
SSI disability payments only if and for so long as 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." The Secretary of
Health and Human Services is required to prescribe the criteria for
deterining when services performed or earnings derived from em-
J)loyi lent demonstrate an individual's ability to engage in substantial
gainful activity (SGA). At the present time, the level of earnings
established by the Secretary for determining whether an individual is
engaging in SGA is $300 a month. An individual who in fact has earn-
ings above this level (1) cannot become eligible for SSI disability and
(2), if already eligible, will (after a 9-month trial work period) cease
to be eligible.

Sen ate bill.-The Senate bill included an amendment which, on a
demonstration basis, provided that a disabled recipient who loses his
eligibility for regular SSI benefits because of performance of SGA
would become eligible for a special benefit status, which would entitle
him to cash benefits equivalent to those he would be entitled to receive
under the regular SSI program. Persons who receive these special
benefits would be eligible for medicaid and social services on the same
basis as regular SSI recipients. States would have the option of supple-
menting the special Federal benefits. When the individual's earnings
exceeded the amount which would cause the Federal SSI payment to
be reduced to zero, the special benefit status would be terminated and
the individual would not thereafter be eligible for any Federal SS1
benefits or Federal cash benefits under the special benefits status unless
he could reestablish his eligibility for SSI, which would include meet-
ing the SGA limitation.

When a disabled SS1 recipients earnings rise to the point that lie
no longer qualifies for Federal SSI benefits, State supplementary
payments or the special benefit status, he would nevertheless continue
to retain eligibility for medicaid and social services as though he were
an SS1 recipient if the Secretary found (1) that termination of eligi-
bility for these benefits would seriously inhibit the individual's ability
to continue his employment, and (2) the individual's earnings were not
sufficient to allow him to provide for himself a reasonable equivalent of
the cash and other benefits that would he available to him in the absence
of earnings. The provision allowing continuation of eligibility for med-
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icaid and social services for persons whose earnings make them ineligi-
ble for cash benefits would also apply to SSI recipients who are blind.

The Senate provisions would be effective for 3 years, during which
the Department would be required to provide for a separate account-
ing of funds expended under this provision.

Con fere cw aqrecm en.h-The conference agreement follows the Sen-
ate bill elective January 1, 1981 with the addition of a pilot program
under which States could provide medical and social services to certain
persons with severe impairments whose earnings exceed the substantial
gainful activity limits and who are not receiving SS. sl)ecial benefit,,,
or medicaid.

Under this pilot program, for the purpose of assisting States in pro-
viding medical or social services to certain severely handicapped per-
sons, $18 million in Federal funds would be available to States on an
entitlement basis for a 3-year period beginning September 1, 1981.
$6 million would be available to States through the end of fiscal 1982.
An additional $6 million would be available for each of the two follow-
ing fiscal years. Funds that are not used during each of the first two
years could be carried forward by the State.

Funds would be allocated among the States in proportion to the
number of disabled SSI recipients a!ed 18 to 65. Prior to the start
of each fiscal year, each State that does not intend to use its alloca-
tion would so certify to the Secretary of Health and Human Services.
If a State certifies that it will not use all or some portion of its funds
for anyv fiscal year or years, its allocation (or the unused portion there-
of) foi the period covered by the certification will be reallocated by the
Secretary of HtS among States participating in the program that ('an
make use of additional funds.

From the. allocated funds. the Secretary of HHS would pay each
State 75 percent of the costs of operating an approved plan for provid-
ing medical and social services to severely handicapped individuals
who have earnings in excess of the suilstantial gainful activity limits
and are not receiving SSI, special benefits or medicaid, if the State
determines:

(1) that the absence of these benefits would significantly inhibit
the individuals ability to continue his employment : and

(2) that, the individual's earnings are not, sufficient to allow him
to provide for himself a reasonal)le equivalent of the cash and
other benefits (SSI, medicaid and title XX) that would be avail-
able, to him in the absence of those earnings.

(It is not intended that States would require an individual to obtain
a determination as to the level of or potentiall eligibility for benefits
which might be paya ble under the SSI, medicaid, and title XX pro-
grams in the absence of his earnings. Rather it is intended that each
participating State would use generally available information concern-
ing the benefits provided in that State under these programs to estab-
lish reasonable income limits to carry out this criterion.)

The State plan would have to include (1) a statement of intent to
participate in the program: (2) a designation of the agency to admin-
ister the proQram : (3) a description of the elisribilitv criteria whicl
the State will apply and the procedures for determining eligibility
(which mav not involve use of the Disability Determination Service
which nikes disability determinations for the DI and SST programs



unless it is not feasible to use any other agency for the pilot program),
and (4) a description of the services which the State intends to provide
under the program. Te State may submit a separate State plan or it
may incorporate this plan as an amendment to its State administrative
plan submitted to HHS under title XX. Under the pilot program,
States could provide medical and social services through their medicaid
and social services programs (not limited by eligibility criteria and
scope of services under titles XIX and XX) but would receive Federal
matching for those services under this provision rather than under title
XIX or title XX. States could also provide services through some
other mechanism if they found it appropriate.

States would be required to provide a report to HHS addressing
the operation and results, emphasizing the work incentive effects, of
the pilot program. On the basis of State reports, HHS would be re-
quired to report to the Congress. The report would be due, not later
than October 1, 1983; and should include, but not necessarily be lim-
ited to, relevant demographic information, earnings, employment in-
formation, and primary impairments of the individuals who received
services under the pilot program, and the types of services they re-
ceived. HHS would be required to publish final regulations to imple-
inent this program no later than nine months after the date of
enactment.

Employment in Sheltered Workshops

(Sec. 202)

Present la'i,.-Under present law, income from activity in a shel-
tered workshop that is part of an active rehabilitation program are
not considered earned income for purposes of determining SSI pay-
ments, and therefore do not qualify for the earned income disregards
($65 a month plus 1/2 of additional earnings).

,en t, bil1.-The Senate bill provided that remunerations received
in sheltered workshops and work activities centers would be considered
earned income and therefore qualify for the earned income disre-
gards.

Confecrcnce agrerm ent.-The conference agreement follows the
Senate bill and the provision would be effective October 1980.

Deeming of Parents' Income to Disabled or Blind Children

(See. 203)

Present /a,.-Present law requires that the parents' income and
resources be deemed to a blind or disabled child who lives in the house-
hold with them and who is under age 18 in determining the child's
eligibility for SS1, or under 21 in the case of an individual who is in
school or a training program.

Sente b/.-ITnder the Senate bill, the deeming of parents' income
and resources would be limited to disabled or blind children under
age 18, whether or not the person is in school or training. Children
receiving SSI who, on the effective date of the provision, are age 18
to 21 would be protected against loss of benefits due to this change.

Coiff,1c1OCC aqreem nt.-The conference agreement follows the
latelae bill and the provision would be effective October 1980.



TITLE 111-PROVISIONS AFFECTING DISABILITY
RECIPIENTS UNDER OASDI AND SSI PRO.
GRAMS; ADMINISTRATIVE PROVISIONS

Termination of Benefits for Persons in Vocational
Rehabilitation Programs

(See. 301)

Present h .a.-Under present law an individual is not entitled to
DI and SST benefits after le has medically recovered, regardless of
whether he has completed the program of vocational rehabilitation in
which lie has been enrolled.
Ho. bill-The House bill provided that DI benefits will continue

after medical recovery for persons in approved vocational rehabilita-
tion plans or programs. if the Comnissioner of Social Security deter-
mines that continuing in those plans or programs will increase the
probability of beneficiaries going off the rolls permanently.
8 , nte bill.-The Senate bill included the same provision for SSI

and DI beneficiaries except that the Secretary, rather than the Com-
missioner, would make the determination as to whether benefits should
be continued.

Conferciw( agi ce t.-Tl e conference agreement accepts the Sen-
ate extension of the provision to SSI beneficiaries, 1)ut adopts the
House provision that the Commissioner will make the determination
that benefits shoul be continued.

The conference committee wishes to make clear that it expects that,
in most cases., medical cessation of disability will result in the termina-
tion of benefits, as now occurs in all cases. The conferees are concerned
that under present vocational rehabilitation procedures many individ-
uals have been permitted to enter approved programs even when there
is a reasonable exI)ectatioll of medical recovery before the termination
of the program. (This is demonstrated )y the fact that an increasing
number of individuals have been terminated from the benefit 'rolls
while participating in a State approved vocational rehabilitation pro-
gram who were at the time of enrollment in the program diaried for
reexamination on the basis of the time-limited nature of their medi-
cal impairment.) It is not the intent of this provision to continue bern'-
fits in these cases. It is the intent of the provision to consider only those
exceptional cns's where the disabled beneficiary is not expected at the
beginning of the prozfraI to recover medically before the end of the
program, but he or she does recover and is no longer considered dis-
abled within the meaning of the Social Security Act, although some
residual functional limitntion st ill remains.
The provision is effective 6 months after ennctment.



Treatment of Extraordinary Work Expenses

(Sec. 302)

Present law.-Regulations issued under present law provide that,
in determining whether an individual is performing substantial gain-
ful activity (SGA), extraordinary expenses incurred by the individual
in connection with his employment, and because of his impairment, are
to be deducted to the extent that such expenses exceed what his ex-
penses would be if he were not impaired. Regulations specify that ex-
penses for medication or equipment which the individual requires to
enable him to carry out his normal daily functions may not be con-
sidered work related, and may not be deducted even if they are also
essential to the individual's employment.

Rouse bill.-For purposes of DI, the House bill provided for a de-
duction from earnings of costs to the individual of extraordinary im-
pairment-related work expenses, attendant care costs, and the cost of
medical devices, equipment, and drugs and services (necessary to con-
trol an impairment) for purposes of determining whether an individ-
uial is engaging in substantial gainful activity, regardless of whether
these items are also needed to enable him to carry out his normal daily
functions.

Senate bill.-The Senate bill included the same provision, but also
provided that the deduction would apply even where the individual
does not pay the cost of the impairment-related work expenses (i.e.
where the cost is paid by a third party). The bill added language giv-
ing the Secretary the authority to specify in regulations the type of
(are, services, and items that may be deducted, a-Rd provided that the
amounts to be deducted shall be subject to such reasonable limits as
the Secretary may prescribe. It also made the provision applicable to
SSI.

Conference agreement.-The conferees adopted the Senate provi-
sion, but agreed that, for both programs, the disregard will be applied
only where the individual paid the cost of the impairment related ex-
penise. In addition, impairment related work expenses would be disre-garded in deteniling the monthly SSI payment of a disabled SSI
recipient. It is the intent of the conferees that the regulations devel-
oped by the Secretary to carry out these provisions shall apply in a
uniform manner to the determination of the amounts which may be
deducted in both the )I and SSI programs. The provision is effective
-ix months after enacteient.

Extension of the Trial Work Period-Reentitlement to Benefits

(See. 303)

Present law,.-Under the DI and SSI programs, when an individual
completes a 9-month trial work period, and then in a subsequent
month performs work constituting substantial gainful activity
(SGA), his benefits are terminated. He obtains benefits for the first
month in which lie performs SGA (after the trial work period has
ended) and for the 2 months immediately following. Under the Di
Program, widows and widowers are not entitled to a trial work period.



House bill.-The House bill, in effect, extended the trial work period
under the DI program to 24 months. In the last 12 months of the
24-month period an individual who was performing substantial gain.
ful activity immediately following the 9-month trial work period
would not receive cash benefits while engaging in substantial work at-
tivity, but would automatically be reinstated to active benefit status if
earnings fall below the SGA level.

The bill also provided tha the same trial work period would be
applicable to disabled widows and widowers (who are not permitted
a trial work period at all under existing law).

Senate bill.-The Senate bill was the same as the House bill with
technical language changes, and also made the provision generally
applicable to the SSI program.

Confernen, agrnemcnt.-The conference accepted the provisions of
the Senate bill, and agreed that the, provision would be effective with
respect to individuals whose disabilities have not been found to have
terminated before the sixth month after enactment.

Administration by State Agencies

(See. 304 (a) (b) (e) (f) and (h))

Present lau,.-Present law provides for disability determinations to
be performed by State agencies under an agreement negotiated by the
State and the Secretarv of HHS. Unlike the grant-in-aid programs.
the relationship is contractual and State laws and practices are con-
trolling with regard to many administrative aspects. State agencies
make the determinations based on guidelines provided by the Depart-
ment and the costs of making the determinations are paid from the
disability trust fund in the case of DI claimants, or from general reve-
nues in the case of SST claimants, by way of advancements of funds or
reimbursements to the contracting State agency. Present agreements
allow both the State and the Secretary' to terminate the agreement.
The States generally may terminate with 12 months' notice and the
Secretary may terminate if he finds the State has not complied sub-
stantially with any provision of the agreement.

House b1JL.-The House bill required that disability determinations
be made by State agencies according to regulations or other written
guidelines of the Secretary. It also required the Secretary to issue
regulations specifying, in such detail as lie deemed appropriate, per-
formance standards and administrative requirements and procedures
to be followed in performing the disability determination function "in
order to assure effective and uniform administration of the (hsability
insurance program throughout the United States." Certain opera-
tional areas were cited as "examples" of what the regulations may
]pecif '.

The bill also provided that if the Secretary found that a Siate
agency is substantially failing to make disability determinations con-
sistent with his regulations, the Secretary shall, not earlier than 180
days following his findings, teriiinate State administration and make
the determinations himself. In cases of termination by the State, the
State would be required to continue to make disability determina-
tions for not less tham 180 days :ifter notifying the Secretary of its



intent to terminate. Thereafter, the Secretary would be, required to
make the determinations.

Senate bilL.-The Senate bill was the same as the House bill, except
that it:

(1) Deleted as an example of the kinds of matters which the
Secretary's regulations may cover: "any other rules designed to
facilitate or control or assure the equity and uniformity of the
State's disability decision."

(2) Added language specifying that "Nothing in this section
shall be construed to authorize the Secretaty to take any action
except pursuant to law or to regulations promulgated pursuant
to law.

Con.'frene (ig ,reement.-The conference agreement follows the
Senate bill. The conference coninittee deleted the catch-all phrase
of "any other rules designed to facilitate, or control, or assure the
equity and uniformity of the State's disability determinations" as
providing vague and unnecessary authority. The conference agree-
ment provides that these changes will -be effective beginning with the
12th month following the month in which the bill is enacted. Any State
that has an agreement on the effective date of the amendment will be
deemed to have given affirmative notice of wishing to make disability
determinations under the regulations. Thereafter, it may give notice
of termination which shall be effective no earlier than 180 days after
the notice is given.

Protection of State Employees

(Sec. 304 (b) and (i))
Present law.-Under provisions of the Federal Personnel Manual,

when the Federal Government takes over a function being carried out
by a State, the Federal agency at its discretion iiay retain the State
employees in their positions.

Houtse bIlL-The House bill required the Secretary to submit to
the Committee on Ways and Means and the Committee on Finance
by January 1, 1980, a detailed plan on how he expected to assume the
functions of a State disability determination unit when this became
necessary. The bill further provided that the plan should assume
the uninterrupted operation of the disability determination function
and the utilization of the best qualified personnel to carry out that
flinution. If any aniendmient of Federal law or regulation was required
to carry out such plan, a recommendation for such amendment was to
be included in the plan for action, or for submittal by such committees,
with appropriate recommendations to the committees having jurisdic-
tion over the Federal civil service and retirement laws.

Senat bill.-The Senate bill was the same as the House bill except
that it delayed the report by the Secretary to .July 1, 1980, and required
a report to Congress rather than to the Committees on WVavs and Means
and Finance. Also it added a requirement that if the Secretary assumes
the disability determination function he must assure preference to
State agency employees who are capable of performing duties in the
disability determination process over any other individual in filling
new Federal positions.



In addition, the Secretary would be prohibited from assuming the
State functions until the Secretary of Labor determined that, with
respect to any displaced State employees who were not hired by the
Secretary. the State had made "fair and equitable arrangements to
protect the interests of employees so displaced." The protective ar-
rangements would have to include only those provisions provided
under all applicable Federal, State, and local statutes, including the
preservation of rights and benefits (including continuation of pension
rights and benefits) under existing collective-bargaining agreements,
the continuation of collective-bargaining rights, the assignment of
affected employees to other jobs or to retraining programs, the protec-
tion of individuals against a worsening of their positions with respect
to employment, the protection of health benefits and other fringe
benefits, and the provision of severance pay.

(onference agreen~nt.-The conference agreement follows the Sen-
ate bill except that the Secretary would not be required to provide a
hiring preference to the administrator, deputy administrator, or
assistant administrator (or comparable position) in the event that
the Secretary found it necessary to assume the functions of a State
agency. Although he would not be required to provide a preference
to persons in those positions, he could do so if he determines that such
action is appropriate. The effective date is the same as for the provision
for administration of State agencies.

Federal Review of State Agency Decisions-Reversal of

Decisions

(See. 304(c))

PI,',,nt lan .- Under current administrative procedures of the So-
cial Securit Administration, approximately 5 percent of initial dis-
ability claims adjudicated by the State disalilitv determination units
are reviewed by Federal examiners. This review occurs after the bene-
fit has been awarded. i.e., it is a postadjudicative review. This is on a
sample lasis and varies from 2 percent in the larger States to 25 per
cent in the smaller States.

The Secretary has authority to reverse favorable decisions with re-
spect to DI beneficiaries. Lie may reverse both favorable and unfavor-
ahle decisionss in SSI.

Hom,,w' b;/.-The House bill required Federal preadjudicative re-
view of DI allowances according to the following schedule:

tlinhinum
percent

Decisions made in fiscal year: reviewed
1980 ---------------------------------------------------------- 15
191 --------------------------------- ------------------------- :15
1982 and thereafter ----------------------------------------

Swinta b;.-The Federal review of State agency decisions was to
include both allowances and denials, according to the following
schedule: 41 in 10 1 t

percCl
Decisions made in fiscal year: rc, icirCd

19 1------------------------------------------------------------- - 151 982 ---------------------------------------------------------- - 5
Thereafter ------------------------------------------------------ 6.5



The Secretary would be given the authority to reverse decisions that
are unfavorable to DI claimants.

inferencece agreemwent.-The conference agreement follows the Sen-
ate schedule but provides (as in the House bill) for review only of
allowances and continuances. The agreement follows the Senate bill as
to granting authority to the Secretary to reverse denials.

The conference committee notes that the percentage requirements
for preadjudicative review are nationwide requirements and that the
Social Security Administration will determine whether they should
be higher or lower on an individual State basis. The conferees also
instruct the Secretary to report to the Ways and Means and Finance
Committees by January 1982 concerning the potential effects on proc-
essing time and on the cost effectiveness of the requirement of the 65
percent review for fiscal year 1983, and thereafter. This provision is
effective upon enactment.

Own-Motion Review of ALJ Decisions

(See. 304(g))

PIreevt hiiv.-After his claim has been denied by the State agency
initially and on reconsideration, an applicant has the opportunity for
a hearing before an administrative law judge (ALJ). In the past
there had also been fairly extensive review of ALJ allowances and de-
nials through own-motion review by the Appeals Council as author-
ized by the Administrative Procedure Act and the regulations of the
Secretary. This own-motion review has almost been eliminated in re-
cent years.

Senate bilL-The Secretary of Health and Human Services would
be required to implement a program, of reviewing, on his motion, deci-
sions rendered by administrative law judges as a result of hearings
inder section 221 (d) of the Social Security Act (the disability deter-
mination provisions). He would be required to report to Congress by
January 1, 1982, on the progress of this program. In his report, he must
indicate the percentage of such decisions being reviewed and describe
the criteria for selecting decisions to be reviewed and the extent to
which such criteria, take into account the reversal rates for individual
administrative law judges by the Secretary (through the Appeals
Council or otherwise), and the reversal rate of State agency determina-
tions by individual administrative law judges.

Conference agcem4tnt.-The conference agreement follows the Sen-
ate bill with a modification which strikes the language specifying what
is to be included in the required report. The conferees believe the
report should indicate the percentage of ALJ decisions being reviewed
and describe the criteria for selecting decisions to be reviewed. The
conferees are concerned that there is no formal ongoing review of
social security hearing decisions. The variance in reversal rates among
LJ's and the high overall ALJ reversals of determinations made

at the prehearing level indicate that there is a need for such review.
The conferees recognize that, at, the hearing level, the claimant appears
for the first time before a decisionmaker and additional evidence is
.'nierally submitted. The conferees also recognize that there have been

Significant changes in State agency denial rates and that in certain



areas the ALJ's and State agencies have been operating with different
policy guidelines. The report should identify the effects of these factors
as well as any differences in standards applied by ALJ's.

Information to Accompany Secretary's Decision

(See. 305)

Present /aw.-There is no statutory provision setting a specific
amount of information to explain the decision made on a claim for
benefits.

House td.--The House bill required that any decision by the Secre-
tary with respect to all OASDI claimants shall provide notice to the
claimant which includes:

A citation and discussion of the pertinent law and regulations,
A list and summary of the evidence of record, and
The Secretary's determination and the reason (s) upon which

it is based.
Senate bill.-The Senate bill required that notices of disability

denial to DI and SSI claimants shall contain a statement of the case,
in understandable language, and include:

A discussion of the evidence, and
The Secretary's determination and the reason(s) upon which it

is based.
Conference agreement.-The conference agreement follows the Sen-

ate bill.
The conference committee wishes to make clear that the Secretary's

statement of the case be brief, informal, and not technical. The con-
ferees do not contemplate that the statement would resemble the
more formal "statement of the case" approach used by the Veterans
Administration (VA) in its appeals proceedings. In addition, the
conference committee wishes to make clear that where a written per-
sonalized explanation has been provided explaining why the indi-
vidual will no longer be entitled to disability benefits (e.g. cessatins
of disability, adverse reopenings of determinations, etc.) it will not be
necessary to provide this information again in the actual termination
notice.

The provision is effective for decisions made on or after the first day
of the 13th month following the month of enactment.

Limitation on Court Remand

(See. 307)

Present /aw.-Prior to filing an answer in a court case, the Secre-
tary may, on his own motion, reiand a case back to an ALJ. Similarly,
the court itself, on its own motion or on motion of the claimant, has
discretionary authority "for good cause" to remand the case back to
the ALJ.

Hou s 5/.-The House bill limited the absolute authority of the
Secretary of HHS to remand court eases. It required that such re-
mands would 1e discretionary with the court upon a showing by the
Secreta rv of good cause. A second provision relates to reniands by ile
court. The bill provided that a remand would be authorized only on a
showing that there is new evidence which is material, and that there



was good cause for failure to incorporate it into the record in a prior
p)roceeding.

Senate bilL-Same as House.
Conference agreement-The conference agreement includes this

provision of the Senate and House bills effective upon enactment. The
conferees have been informed that there are sometimes procedural diffi-
culties which prevent the Secretary from providing the court with a
transcript of administrative proceedings. Such a situation is an exam-
ple of what could be considered "good cause" for remand. Where, for
example, the tape recording of the claimant's oral hearing is lost or
inaudible, or cannot otherwise be transcribed, or where the claimant's
files cannot '1* located or are incomplete, good cause would exist to
remand the claim to the Secretary for appropriate action to produce a
record which the courts may review under 205 (g) of the act. It is the
hope of the conferees that reruands on the basis of these breakdowns
in the administrative process should be kept to a minimum so that
persons appealing their decision are not unduly burdened by the re-
sulting delay.

Time Limits for Decisions on Benefit Claims

(See. 308)

Present law.-There is no limit on the time that may be taken
by the Social Security Administration to adjudicate cases at any
stage of adjudication. Several Federal district courts have imposed
such limits at the hearing level and numerous bills have been intro-
duced to set such limits at various levels of adjudication.

House bif.-The House bill required the Secretary to submit a
report to Congress recommending appropriate time limits for the
various levels of adjudication of title II cases. In recommending the
limits, the Secretary was to give adequate consideration to both speed
and quality of adjudication.

Senate bill.-Same as House bill.
Conference agreement-The conferees accepted the provision of

the House and Senate bills but with the Senate due date of July 1, 1980.

Payment for Existing Medical Evidence

(Sec. 309)

Present law.-Authority does not now exist to pay physicians and
other potential sources of medical evidence for medical information
already in existence when a claimant files an application for disability
insurance benefits. Such authority does exist in the SSI program.

House bill.-The House bill would provide that any non-Federal
hospital, clinic, laboratory, or other provider of medical services, or
Physician not in the employment of the Federal Government, which
supplies medical evidence required by the Secretary for making de-
terminations of disability, shall be entitled to payment from the Secre-
tary for the reasonable cost of providing such evidence.

Senate bi7l.-The Senate bill included the same provision except that
Payment for evidence would be made to the provider only when such
evidence is "requested" and required by the Secretary.



Conference agree en t.-The conference agreement follows the Sen-
ate bill and is effective six months after enactment.

Payment for Certain Travel Expenses

(Sec. 310)

Present 7au,.-Explicit authority does not. exist under the Social
Security Act to make payments from the trust funds to individuals
to cover travel expenses incident to medical examinations requested by
the Secretary in connection with disability determinations, and to
applicants, their representatives, and any reasonably necessary wit-
nesses for travel expenses incurred to attend reconsideration inter-
views and proceedings before administrative law judges. Such author-
ity now is being provided annually under appropriation acts.

Ho.ws, bill.-The House bill provided permanent authority for pay-
ment of travel expenses incident to medical examination and the travel
expenses of individuals (and their representatives in the case of recon-
sideration and AL, hearings) resulting from participation in various
l)iases of the DI adjudication process.

Snelft 6111. The Senate bill included the sane provision and ex-
tended it to include SSI and medicare and all determinations under
title II. However, a limitation on air travel costs included in the House
bill was omitted in the title II authority.

Conference agreenent.-The conference agreement follows the Sen-
ate bill with a modification to include the limitation on air travel costs.

The conference committee wishes to make it clear that this provi-
sion does not. authorize reimbursement of a claimant's travel expenses
in going to and from Social Security offices to file requests for recon-
sideration or to discuss the reconsideration decision. It is the intent of
this provision to provide reimbursement only in the cases of those
claimants who are entitled, as part of the reconsideration process, tAo
engage in a face-to-face interview with a State agency decisionmaker
if this procedure is implemented )y the Social Security Administra-
tion.

Periodic Review of Disability Determinations

(See. 311)

Present 7a7'.-Administrative procedures now provide that a dis-
ability beneficiar-'s continued eligibility for benefits be reexamined
only under a limited number of circumstances (i.e., where there is a
reasonable expectation that the beneficiary will show medical im-
)rovenient ).

flous, b.-The House bill provided that there will be a renvew
of the st:itus of disabled beneficiaries whose disability has not been
determined to be permanent at least once every three years. This
review would be in addition to, and not considered as a substitute for,
anv other reviews which are required.

Senate bil.-The Senate bill included the sanie provision except
thbat even cases w~iert- the initial prognosis shows the probability that
the conditiohii Will 1)e permanent would be subject to review made at
such times as the Secretaiy determines to be appropriate.



Conference agreemnt.-The conference agreement follows the Sen-
ate bill and is effective January 1982.

Report by Secretary

(Sec. 312)
Senate bill.-The Senate bill required the Secretary to make a full

and complete report to the Congress on the effects of the provisions
included in the first three titles of the bill.

Conference agreement.-The conferees agreed to the Senate amend-
ment, with the understanding that the report will address such ques-
tions as the work incentive effects of relevant provisions, administra-tive problems involved in the implementation and operation of the

provisions, and cost and caseload impact with respect to both the DI

and SSI programs. The report is due by January 1985.

Scope of Federal Court Review-Findings of Fact

Present law.-The U.S. District Court shall have power to enter
upon the pleadings and transcript of the record, a j udgment affirming,
modifying, or reversing the decision of the Secretary, with or without
remanding the case for a hearing. The findings of the Secretary as to
any fact if supported by substantial evidence, shall be conclusive.

Senate bilL-The Senate bill modified the scope of Federal court
review so that the Secretary's determinations with respect to facts in
Title II and Title XVI would be conclusive, unless found to be arbi-
trary and capricious. The substantial evidence requirement would be
deleted.

Conference agreement.-The conference agreement deletes the pro-
visions of the Senate bill because of the uncertainty as to the ramifi-
cations of the rule proposed and the concern that the administrative
process is not operating with the degree of credibility which would
justify elimination of the "substantial evidence rule". The provision
mandating pre-effectuation review of State agency allowances and
Appeals Council own motion review of ALJ decisions eventually
should enhance the validity of the process and lead to the need for less
reliance on judicial review. The conference committee believes that
the National Commission on Social Security should examine the dis-
ability adjudication and appeals process generally and deal specifi-
cally with such elements as the Adninistration proposals for judicial
review in addition to alternative approaches such as a Disability Court.
The problem of the great number of disability court cases, unevenness
of courts in applying the substantial evidence rule and varying inter-
pretations of crucial elements of the program in different judicial cir-
cuits, is worthy of further study.

The conference committee would like to reiterate what both commit-
tees stated in their reports on Public Law 94-202 that the courts should
interpret the substantial evidence rule with strict adherence to its prin-
ciples since the practice of some courts in making de novo factual deter-
minations could result in very serious problems for the Federal ju-
diciary and the social security programs.



TITLE IV-PROVISIONS RELATING TO AFDC AND
CHILD SUPPORT PROGRAMS

AFDC Work Requirement

(Sec. 401)
P)(,es(/J, la,.-Recipients of Aid to Families with Dependent Chil-

dren who are not specifically exempt are required to register for man-
power services, training, and employment as a condition of AFDC
eligibility. Those who are exempt from the registration requirement
are children under age 16, persons caring for a child under age 6.
persons who are ill or needed as the caretaker for someone in the home
who is ill, or persons who are remote from a work incentive program
(WIN) project.

Assistance may be terminated "for so long as" an individual (who
has been certified b the welfare agency as ready for employment or
training) refuses without good cause to participate in employment or
training under WIN. Under court interpretation WIN sanctions may
be applied only "for so long as" there is refusal, thus allowing a re-
cipient to move on and off AFDC without being subject to any spe-
cific period during whlich his benefits mav be terminated.

Federal matching for WIN programs is 90 percent. The State:
matching share of 10 percent ]nay be either in cash or in kind with re-

spect. to manpower activities. State matching for supportive services
must be in cast.

vd/af(, Jnl.-The Senate bill added "other employment related
activities" to the types of activities for which AFDC recipients are
required to resrister. These are described in the committee report as
including employment search. The bill also specifically required that
necessayI social and supportive services be provided during any em-
ploynent search activities under the WIN program. These services
would be authorized to be provided to registrants prior to certification.

The bill authorized the Secretaries of Labor and HEW (now HHS)
to establish, by regulation, the period of time during which an indi-
vidual would not be eligible for assistance in the case of refusal without
good cause to participate in a WIN program. In addition, the present
law provision for a 60-day counseling period for persons who refuse
to participate was eliminated.

The bill also: required that State supportive service units be co-
located with manpower units to the maximum extent feasible; allowed
State matching for supportive services to be in cash or in kind: clari-
fied tlint income from WIN public service employment is not fully
excluded in determining benefits (there would be no disregard of the
first $30 a month plus one-third of additional earnings) ; added to the
individuals who are exempt from registration for WIN, individuals
who are working at least 30 hours ni week.
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Conference agreement-The conferees agreed to the Senate provi-
sion, with amendments. The conference agreement provides that the
criteria forappropriate work and trainingto which an individual may
be assigned under section 432(b) (1), (2), and (3) shall apply in the
case of work to which an individual may be referred as part of employ-
inent search programs conducted under the work incentive program.
In other words, job referral under the new employment search provi-
sion would be limited to jobs that meet the current WIN regulations
relating to appropriate employment. (Present regulations provide
limits as to reasonable travel time, provision for necessary supportive
services, requirements for wages, health and safety, and others.)

In addition, the conferees agreed to limit an individual's job search
period to 8 weeks in one year, and added a requirement that there be
timely reimbursement of any employment search expenses paid for by
the individual.

Under the conference agreement, the- provisions relating to termi-
nation of assistance and treatment 6f PSE earnings are effective upon
enactment. Other provisions are effective September 30, 1980.

Use of IRS to Collect Child Support for Non-AFDC Families

(Sec. 402)
Present law.-Present law authorizes States to use the Federal in-

come tax mechanism for collecting support payments for families
receiving AFDC, if the States have. made diligent and reasonable
efforts to collect the payments without success and the amount sought
is based on noncompliance with a court order for support. States have
access to IRS collection procedures only after certification of the
amount of the child support obligation by the Secretary of Health and
Human Services. The State must agree to reimburse the U.S. for any
costs involved in making the collection.

Senate bill.-The Senate bill authorized use of IRS collection
mechanisms in the case of families not receiving AFDC, subject to the
same certification and other requirements that are now applicable in
the case of families receiving AFDC.

Conference agreemnent.-The conferees agreed to the Senate pro-
vision, with an effective date of July 1, 1980.

Safeguards Restricting Disclosure of Certain Information Under
AFDC and Social Services

(See. 403)
Present law.-Current law restricts the use or disclosure of infor-

mation to purposes directly connected with: AFDC, SST. Medicaid.
or the Title XX social services program; any investigation, prosecu-
tion, or criminal or civil proceeding related to the administration of
these programs; or the administration of any other federally assisted
program providing assistance or services based on need. Present law
also prohibits the disclosure to any committee or legislative body of



information which identifies by name or address any applicant for, or
recipient of, such assistance or services.

Scnat, bilL-The Senate bill modified titles IV and XX to allow
the disclosure of information regarding individuals assisted under the
State's plan (1) for mirposes of anv authorized audit conducted in
connection with the administration of the program including an audit
performed by a legislative audit body, and (2) to the Committee on
Finance and Committee on Ways and Means.

(Con ,,(, c agrecmcnt.-The conference agreement includes the
provisons of the Senate bill. except that disclosure of information con-
tui1nin' names and addresses of individual recipients to the Committees
on Finance and Wavs and Means would not be authorized. The con-
ferees note that this limitation pertains only to names and addresses.
As under existing law, the, two committees would otherwise have full
access to data and findings concerning the operations of these programs
and would be able, to request and receive the results of program
audits. The ((Imferee, note that there is a similar I)rOvision relating to
disclosure of information in H.R. 344, which is now pending before
the Congress The conferees understand that the provisions in both
bills will live the same result of allowing disclosure for purposes of
any authorized audit by a legislative audit entity. The provision i,
effective on September 1. 1980.
Federal Matching for Child Support Activities Performed by

Court Personnel

(Sec. 404)

Prcs(c (7/au.-Present law requires that State child support plans
provide for entering into cooperative arrangements with appropriate
courts and law enforcement officials to assist the child support agency
in administering the program. Federal regulations allow States to
claim Federal nm-tching for the compensation of district attorneys.
:ittornev, general. and similar public attorneys and prosecutors and
their staff. However, States may not receive Federal matching for
expenditures (including compensation) for, or in connection with,
judges or other court officials making judicial decisions, and other
supportive e and administrative personnel.

,mcita, l7.-The Senate fl] authorized Federal matching funds
for expenditures of courts (including, but not limited to compensation
for judges or other persons making judicial determinations and other
sil)ort Pld admii.trati\-e personnel of courts who perform Title
IV-D functions), but only for those functions specifically identifiable
as TV-D functions. Matching would be provided only for expendi-
tiire in excess (of levels of spending in the State for these activities
in calendar 1978.

Conference, agr('meot.-The conferees agreed to the Senate provi-
sion, with an amendment deleting the authorization for compensation
of judges or other officials making judicial decisions, but allowing the
authorization for expenditures for their administrative or support
personnel. such as the bailiff, stenographer, and court reporter. The
provision is effective for expenditures after July 1,1980.



Child Support Management Information System

(See. 405)

Present law.-Federal matching for child support administrative
costs, including the cost of establishing and using management infor-
mation systems, is provided at a rate of 75 percent.

Senate bill.-The Senate bill increased Federal matching to 90 per-
cent, for the costs of developing and implementing child support man-
agement information systems, retaining the present 75 percent match-
ing rate for the costs of operating such systems. The bill required the
Secretary to provide technical assistance to the States and provided
that a State system must meet certain specified requirements in order
to receive Federal matching. The Senate bill further required continu-
ing review by the Secretary of HHS of State systems.

Under the bill States choosing to establish and operate systems must
include as part of such systems (1) the ability to control and monitor
all the factors of the support collection and paternity determination
process, ('2) interface with the AFDC program, (3) security against
access to data, and (4) the ability to provide management informa-
tion on all cases frow application through collection and referral.

Conference agreement.-The conferees agreed to the Senate amend-
ment, with an effective date of July 1, 1981.

AFDC Management Information System

(See. 406)
Present law.-States receive 50 percent Federal matching for costs

of administering their AFDC programs; there is no special funding
for computer systems.

Senate bill.-The Senate bill provided 90 percent Federal matching
to States for the cost of developing and implementing computerized
,FDC management information systems and 75 percent for the cost
of their operation. The Secretary of Health and Human Services
would be required to approve State systems as a condition of Federal
matching (both initially and on a continuing basis). In order to
qualify for this increased match, a State system would have to include
certain specified characteristics, including (1) ability to provide data
on AFDC eligibility factors, (2) capacity for verification of factors
with other agencies, (3) capability for notifying child support, food
stamp, social services, and medicaid programs of changes in AFDC
eligibility and benefit amount, (4) compatibility with systems in other
jurisdictions, and (5) security against unauthorized access to or use
of data in the system. The Department would be required to provide
technical assistance to the States on a continuing basis.

Conference agreement.-The conferees agreed to the Senate provi-
Sion to increase to 90 percent the matching-for the cost of developing
and implementing computerized systems. The 90 percent matching
includes the purchase or rental of computer equipment and software.
However, the matching rate for operating such systems would remain
at 50 percent. The provision is effective July 1,1981.



Child Support Reporting and Matching Procedures

(Sec. 407)

Prckent /aw.-Present law requires that the Office of Child Support
Enforcement (1) maintain ade(1uate records (for both AFDC and
non-AFDC families) of all :amounts collected and disbursed, and of
the costs of collection and disbursement, and (2) publish periodic re-
ports on the operation of the program in the various States and locali-
ties and at national and regional levels and the major problems en-
countered in implementing the program. The law also provides that the
States will maintain for both AFDC and non-AFDC families a full
record of collections. disbuselnents, and expenditures and of all other
activities related to its child support programs. An adequate State
reporting system is required.

AScwt( bilL-The Senate bill would prohibit advance payment of
the Federal share of State administrative expenses for a calendar
quarter unless the State has submitted a complete report of the amount
of child support collected and disbursed for the calendar quarter which
ended G; months earlier. It would alo require the Department of
Health and Human Services to reduce the amount of the payments to
the State by the Federal share of child support collections made but
not reported bv the State.

Con/cicwten "yrem o cit.--'lhe conferees agreed to the Senate bill,
with aneffective date of January 1, 1981.

Access to Wage Information for Child Support Program

(See. 408)

Present hi ..- Present law requires the Secretary of HHS to make
available to States and political s-ukNlivisions wa&I information con-
tained in the records of the Social S'-curity Administration which i>
neces>tav to (letermiie eligibility for AFI)(' The law requires tlit'
Secretaiv to ('SIablili sanfieQtimds to iislix're that information s USed
on f Tor authorized purposes. There is no sinila' pro vis;itn for pin-

ow-'es of 'hi Id sll)port.
In addition, present law reqii es 1 ecic('i that administer State

Inelmphy'vllfnt coinpell;ltioii to make available to States vmnl political
SIII)(livi~ion w82(L infoination contained in their records which is
necessar to dete[llini vli ibilit v for AFDC, and reqiiires the See' '-
tary to (stallish safeguards to insure that information is used only for
authorized purposes. There is no similar provision for purposes of
child support.

ITuder the Internal Revenue (ode, tax retini information may be
disclosed byN IRS (1) to the Social Seci-itv Administration for pit-
poses of ;dministl'inz the Social Secititv Act. and (2) to Federal.
State nld lkectl cild support 8o'tnlci]'s for establishin" and enforciivr
chii l sMU )ot obligations slider tile 1 ill) port po0I'raM. ' Agencies
receiving ti. information must coniplv with specified safeguards.
SSA ,nav not transfer information it receives from IRS to State and



local agencies. Information must be obtained by the agencies directly
from IRS.

s,%ate b;/.-'he. Senate bill provided the same requireiltent for
isclostlre of wagre information (other than tax return information)

for purposes of the clild support program as exists in present law for
plrI)oses of AFDC. It also provided flie same requirement for pro-
vision of wage information Tv State unemployment compensation
:1gelaeies for purposes of the child support program Is exists in present
:nv for purposes of AFDC.
The Senate bill required SSA to discrlose tax return information ob-

tained from IRS with respect to carmin ts froni self-employment 'and
wages (1) to officers and employees of HHS. and (2) to officers and
employees of an appropriate State or local agency, body. or commis-
iou. Information could be disclosed for mrpos.es of Qtahlishilp.
(leterining, and enforcing child support obli,-ations mider the child
support program.

A ,QIf(iies or commissions authorized to receive tax return informua-
tion could disclose such information to an person to the extent neces-
sa1ry in connection with the processing and u11, of information neces-
'V for the purpose of establishing. determining, or enforcing child

.npi rt obl iwa t ions.
(Luf(,renwr aqrec)/j(, 1 .- Tnder the conference agreement. certain

tax return information must be disclosed 1v the Social Security Ad-
ministration to State and local child support enforcement agencies, as
follows.

The, conferees agreed to amend the Internal Revenue Code to pro-
vide that, upon written request. the Commissioner of Social Security
shall directly disclose return information with res)ect to net earning
from self-employment, wages, and payments of retirement income to
officers and employees of a State or local child support enforcement
aoieney. Disclosure will be, allowable only for purposes of, and to the
extent necessary in. establishing- and collecting" child support obliga-
tions from, and looting individuals owing child support oblitrations.

Any a rency receiving information nuit comply with conditions
sl)ecified in current law for safeguarding information. Tnder these

at'ea.iiards, information may be used on a computer in uncoded form if
the computer is used on>y by the child support enforcement agency.
If this information is used on computer svstes shared with agencies
which are not child support aeneis, it must be introduced into the

-in and coded so thai it is available only to officers and eniploves
of the child sim)not enforeem,.t al')(. Generally, disclose to in-
lividuals otbor than officpis ai omlloves of th' child sunport en-
forcement ao-ecv would not be authorized; however, the information
may le disclosed to the taxpayer to whom the information pertains.
This provision is effect e on enactment.

In addition, the conferees agree to :mend title III of the Social
Security Act, Grants to States for Unemployment Compensation
Administration, to require the State agency administering- the unem-
Plovmeit coml)pensation proe'raii to disclose directly, upon request a, 1
(), a reimbursable basis, to officers or employ('es of anm State or local
b'hild support enforcement agency ainy wage information contained il
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Ilie records of the State agency. The agency is also required to ('stal)
lish safeguards necessary (as determined iby the Secretary of Labor ill
regulations) to insure that information is used only for purposes of
establishing, and collecting child support oblig-ations from, and locat-
ing, individuals owing such obligations. If the Secretary of Labor finds
that the State agency has failed to comply with requirements of tinfs
provision, he must notify the agency that further payments of admin-
istrative, costs will not be made to the State until he is satisfied that
there is no longer any such failure. The provision is effective, July 1,
1980.



TITLE V-OTHER PROVISIONS RELATING TO
THE SOCIAL SECURITY ACT

Relationship Between Social Security and SSI Benefits

(See. 501)

rscsint uaw.-Under existing law, an individual eligible under both
the( OASDI and SSI programs, whose determination of eligibility for
OASDI is delayed, can in some cases receive full payment under
both programs for the same months. Because SSi benefits are deter-
mined on a quarterl- basis, retroactive ()ASI)J benefit- are counted as
income for purposes of reducing SSI benefits only for the quarter in
which retroactive benefits are received.

S ,nate ti//.-The Senate bill would require the Secretary to offset,
against retroactive benefits under OASDT, amounts of S, benefits
paid for the same period. The amount of the offset would equal the
amount of SSI that would not have been paid had OASDI lenefits
been paid on time. From the amount of social security benefits offset
under the provision, States would be reimbursed for any amounts of
State supplementary payments that would not have been paid; the
remainder would be credited to general revenues.

Con f/,reiwc (// eemWt. The conference agreement follows the Sen-
ate bill effective with the 13th month after the month of enactment.
The conferees do not intend that this adjustment of benefit amounts
will have the effect of removing any individual on a retroactive basis
from his status as an eluiible individual under the S81 program.
Extension of the Term of the National Commission on Social

Security

(Sec. 502)
Present law.-The terms of the members of the National Commis-

sion on Social Security are to last 2 years. and the Commission itself
will expire on January 11, 1981.

Senate bill.-The Senate bill extended for 3 lnonths the expiration
dale of the National Commission on Social Security and the terms of
its members. Under the Senate provision, the Commission's work
and the terms of its members would end on April 1 1!)81, and its final
report will be due on January 11, 1981.

( o freieec agrc(m(.mt-The conference a 'reement follows the Sen-
ate bill. The conferees request that the National Commission also
(xa mine and report on the serious administrative problems currently
facing he Social Security Administration which include growing
prograni responsibility y without adequate staffing and the effect of the
three reorganizations within the last five years.

(69)



Depositing of Social Security Contributions with Respect to State
and Local Covered Employment

(See. 503)
Prrs'nt lau.-Since 1951 coverage of State and local government

eOplo' ilent has been provided through voluntary y agreements between
the, Federal government and the individual States. The Social Sec""it
Act provides that the regulations of the Secretary shall be designed t0
make the deposit requirements imposed on the States the same, as far as
practicable, as those imposed on private employers. Present regula-
tions, in effect since 1959, require each State to deposit contributions
with the Federal Reserve Bank and file wage reports, of covered em-
ployees within 1 month and 15 days after the close of each ca]endai
quarter.

Public Law 94-202 was enacted in 1976 to assure adequate consider-
ation of any change in the deposit requirements. Public Law 94-202
requires that at least 18 months must elapse between the publication
of regulations changing the deposit schedule and the effective date of
the change.

On November 20, 1978, the Department published final regulations
to become effective Julv 1, 1980. which will require more frequent de-
posits b the States. The new regulations will require the States to
make deposits within 15 days after the end of each of the first 2 months
of the calendar quarter and within 1 month and 15 days after the end
of the final month of the quarter.

Senate Ib]7.-The Senate bill required that, in lieu of the schedule
of deposits called for in the regulation, effective July 1, 1980 the States
would make deposits within 30 days after the end of each month. The
provisions of P.L. 94-202 would not be applicable to changes in regula-
tions that are designed to caryN out this statutory change.

Ooft 'lf ic (,f/y'(,u(,u l .- The conference agreement follows the Sen-
ate bill.

Aliens Receiving SSI

(Sec. 504)
P,8', t l,,,.-In order for an alien to be eligible for supplemental

security income payments under present law and regulations, he must
1 he lawful]y admitted for l)erianent residence or otherwise perna-
neutlyV residing in the United States "under color of law." An alien
seeking admission to the I nite(l States must establish that he is not
likely to become a public charge. If a visa applicant does not have sutfi-
ctent r sni ces of his own, a F.S. consular officer may require assin-
ince from a resident of the United States that the alien will be sup-
ported I)v a "sponlsr" in the United States. Legoal aliens are eligible
for SS1 paNinient, :0 day's after their arrival in the United States.

SKwad bM.-The Senate Iill required an alien to reside in the ITnited
State; for . yea rs before lie would be eligible for SSI. The l)rovislol
would not ap')ply to refugees, or to aliens who are suffering from blind-
Hess or disability on the basis of conditions which arose after the time
they were adn iitted to the United States. The provision would also
not a11)]lV in nsies in which the support a2TeenlIent is unenforceable un-
der the Immigration and Nationalitv Act. or in cases in which the



sponsor fails to provide support and the alien demonstrates to the
satisfaction of the Attorney General that lie did not participate in
fraud or misrepresentation on the part of the sponsor, that he believed
tlat the sponsor had adequate resources to support him, and that he
could not have reasonably foreseen the refusal or inability of the spon-
sor to comply with the support agreement.

The Senate bill would amend the Immigration and Nationality Act
to make the sponsor's affidavit of support a legally enforceable contract.
The sponsor must agree that for 3 years after admission of the alien
lie will provide such financial support (or equivalent in-kind support)
as is necessary to maintain the alien's income at an amount equal to
the amount the alien would receive if he were eligible for SST (in-
eluding any State supplementary payment). The agreement could
be enforced with respect to an alien against his sponsor in a civil
action brought by the Attorney General or by the alien in a U.S. Dis-
trict Court. It could also be enforced by any State or political sub-
division which is making payments to the alien under any program
based on need. In the latter case, the action could be brought in a
U.S. District Court if the amount in controversy were $10,000 or more,
or in the State courts without regard to the amount in controversy.
The agreement could be excused and unenforceable under certain spec-
ified circumstances, including death or bankruptcy of the sponsor.
Also, the Senate bill provided that a sponsor who intentionally reduces
his income or assets in order to be excused from his agreement would
be responsible for the repayment of any public assistance provided the
alien during the time the agreement was excused.

Conference agreement.-The conferees agreed that for purposes o
eligibility for Supplemental Security Income (SSI) benefits, legally
admitted aliens who apply for SSI benefits after September 30, 198()
will be deemed to have the income and resources of their immiTration
sponsors available for their support for a period of 3 years after their
entry into the United States, unless the alien becomes blind or disabled
after entry. Under the agrreement the eligibility of such aliens for SSI
will be contingent upon their obtaining the cooperation of their spon-
sors in providing the necessary.information to Social Security to carry
out this provision. The provision would not apply to any alien who
is (1) admitted to the United States as a result of the application.
prior to April 1, 1980, of thel provisions of section 203 (a) (7) of the
Immigration and Nationality Act ; (2) admitted to the VInited States
as a result of the application, after March 31. 1980, of the provisions
of section 207(c) (1) of such Act: (3) paroled into the United States
as a. refugee under section 212 (d) (5) of uich Act: or (4) granted
political a svlui by the Attorney General.

Dining the 3 ears after entry into the United States, an alien may
be eligible for SSI benefits only if his sponsor agrees to and does pro-

idle such information as the Secretarv of Health and Human Services
bay require to carry out this provision. The alien and sponsor shall
be jointly and severably liable to repay any SS benefits which are
incorrectly paid because of the sponsor's providing of misinformation
or because of his failure to report. and any such incorrect payments
wlilch are not repaid would be withheld from any sul>-equent pay-
luents for which the alien or sponsor are otherwise eligible under the
So(.ial Security Act.



InI deeming a sponsor's income to an alien under this provision the
alien's SSI benefit would be reduced by the amount of any income
deemed to him. Income deemed to the alien would be considered Un-
earned income and would thus result in a dollar-for-dollar reduction
in benefits (subject to the $20 a month unearned income exclusion),
The amount to be deeiied would be equal to the gross income of the
sponsor and his spouse reduced by an amount equal to a full SSI bene-
fit for the sponsor and an amount equal to one-half of a full SSI bene-
fit for each other person for whom the sponsor is legally responsible,
(Income of a child, e.g.. AFDC or SSI payments, which is specifically
provided to or on behalf of a child in the household of the sponsorwould not be included.) Except for the deeming provision, the alien's
SSI benefit would be. computed in the same manner as under existing
law except that in-kind support and maintenance received by an
alien living in the household of the sponsor (or sponsor's spouse) shall
not result in the application of the one-third reduction. Income in
the form of support or maintenance in cash or kind by the sponsor (or
sponsor's spouse) would not be counted as income or resources to the
extent such income or resources is taken into account in determining
the amount of income and resources to be deemed from the sponsor
to the alien.

On the same 'basis, the assets of the sponsor and his spouse would be
determined as under SS1. Aniv resources in excess of this amount
allowable under SSI ($1,500 if the sponsor is single, $2,250)o for a
couple) would be considered to be resources of the alien in addition to
whatever resources the alien has in his own right.

Under the conference agreement, an alien applying for SSI wouldbe required to make available to the Social Security Administration
any documentation concerning his income or resources or those of his
sponsor (if he has one) which he provided in support of his immigra-
tion application. The Secretary of Health, and Human Services would
also be authorized to obtain copies of any such documentation from
other agencies (i.e.. State Department or Immigration and Naturali-
zation Service). The Secretary of HHS would also be required to enter
into cooperative arrangements with the State Department and the
Justice Department to assure that persons sponsoring the immigration
of aliens are informed at the time of sponsorship that, if the alien
applies for public assistance, the sponsorship affidavit will be made
available to the, public assistance agency and the sponsor may be re-
quired to provide further information concerning his income and assets
in connection with the alien's application for assistance.

Work Incentive and Other Demonstration Projects under the
Disability Insurance and Supplemental Security Income
Programs

(See. 505)
Present la.-The Secretary of Health and Human Services has

no authority to waive requirements under titles II, XVI, and XVIII
of the Social Security Act to conduct experimental or demonstratiOn
projects.

Hou? b,1.-The House bill authorized waiver of benefit require-
ments of the DI and medicare programs to allow demonstration Jr)o]-



ects by the Social Security Administration to test ways in whicl to
stimulate a return to work by disability beneficiaries. and required
periodic reports and a final report on the findings /)l January 1, 1983.
Seate bi//.-The Senate bill contained a similar provision but re

jiiired an interim report by January 1, 1983 and final one by 5 years
jftcr the date of enactiient. The provision further authorized experi-
,tents and demonstration projects which were likely to protlite the
objetives or improve the administration of the SSI program. The
!provision provided for allocation of cost.s of all such demonstration
projects to the programs to which the project was most closely re-
atl. In the case of the SSi program, the Secretary was authorized
toi reimburse the States for the non-Federal share of payments or costs
for which the State would not otherwise be liable.

The Senate provision also authorized wai\'ers in the case of other
liability insurance demonstration projects whicl SSA wished to

undertake , such as stndy of the effects of lengthening the trial work
period, altering the 24-month waiting period for medicare benefits.
altein the way the disability program is administered, earlier refer-
ral of beneficiaries for rehabilitation, and greater use of 1ivate con-
trators, employers and others to develop, perform or otherwise stimu-
a:te new forms of rehabilitation.
The Senate bill further authorized waiver of certain nonmedical

requirements of the human experimentation statue, P.L. 9:-34S ( such
3s conditions of payment of benefits or copaynents. deductibles or
[other limitations), but requires that the Secretary in reviewing any
appi ication for any experimental, pilot or demonstration 1)roject pur-
suant to the Social Security Act would take into consideration the
human experimentation law and regulations in making his decision

Nulwhether to approve the application.
(f'on fikrne,(' af/),(,meit.-The conferees agreed to the provisions of

tlie House and Senate bills with the exception of tle Senate 1rovisOil
iiitltorizing waiver of certain nonmedical requirements of the luliiall
experimentation statute. This latter provision was deleted.

With respect to SS1 experiments, the Secretary would not be au-
florized to (iry out any project that would result in a sulbstantial
ri(flction in an: individual's total income and resoires as a. result of
his particil)ation in the project. The Secretary could not require an
individual to participate in a projectt and wold have to assure that
Mhe voluntary participation of individuals in any project is obtained
through an informed written consent agreement which satisfies re-
jiirements established by the Seeretar\. The Secretary would also
lue to assure that any individual could revoke at any time his volun-
tary Ireelllent to participate. The Secretary, to the extent feasible.
Would be required to include recipients under age iS. The Secretary
woicld also be required to include )roje(ts necessary to ascertain the
feasibility of treating alcoholics and drug addicts to prevent the onset
of irreversible medical conditions which may rest in permanent
disability.

The new provisions would be apolicable to )oth ap)llicanlts al
iw',efiiaries, and would be effective union enactment.



Provisions Relating to the Terminally Ill

(Sec. 506)
Py'xcat l..'.-Under the OASDI program the waiting period is the

earliest period of 5 consecutive, months in which an individual is
under a disability. An individual is determined disabled if lie is u1-
able to engae in any substantial gainful activity by reason of any
medically determinable physical or mental impairment which can be
expected to result in (eath or which has lasted or is expected to last for
not less than 12 months. If an individual becomes disabled and applies
for benefits in the same month, the waiting period will be satisfied 5
months after the month of application. With all other conditions of
eligibility having been met, benefits will be due for the sixth month
after the month in which the disablino- condition begins, and will be
paid on the third day of the seventh month.

The waiting period cannot begin until the individual is insured for
benefits (i.e., the individual has satisfied the quarters of coverage re-
quirements). If the disabling condition begins before an individual is
insured for benefits, the waiting period can begin only with the first
month in which the individual has insured status.

If a. worker is applying for benefits after having been entitled to
DI benefits previously (or had a previous period of disability) within
5 years prior to the current application, the waiting period require-
ment does not have to be met again.

Senate bill.-The Senate bill eliminated the waiting period for per-
sons with n terminal illness, i.e., a medically determinable physical
impairment which is expected to result in the death of such individual
within the next 12 months and which has been confirmed by two phy-
sicians in accordance with the appropriate regulations.

The provision was to be effective for applications filed in or after
the month of enactment, or for disability decisions not yet, rendered
1)y the Social Security Administration or the courts prior to the month
of enactment.

Benefits would be payable beginning October 1980.
Con fem nce agreement.-The conferees did not agree to the Senate

provision eliminating the waiting period for persons with a terminal
illness. but in lieu thereof agreed to a provsion authorizing up to
$2 million a year to be used by SSA for the purpose of participating
in a demonstration project relating to the teiiminally ill wli,'h is cur-
rentlv being conducted by the Department of Health and Human
Services. The purpose of participation is to study the impact on the
terminally ill of provisions of the disability programs administered
by the Social Security Administration. It is expected that this demon-
stration authority and the resulting reports which will be made on
demonstration projects will provide the information necessary to en-
able the Congress to amend the Social Security Act so as to provide
the kinds of services most appropriate for individuals who are suffer-
ing from terminal illnesses.



Voluntary Certification of Medicare Supplemental
Health Insurance

(Sec. 507)
Present law.-No provision in present law.
Senate bill.-Under the Senate bill, the Secretary would be required

to establish, effective January 1, 1982, a voluntary certification pro-
gram for medicare supplemental policies in States that fail to estab-
lish equivalent or more stringent programs. To be certified, a policy
would have to: meet minimum standards with respect to benefits,
simplicity of policy language, informational material for policy-
holders, preexisting conditions and cancellation clauses; and be ex-
pected to pay benefits to subscribers (as estimated, for a period not to
exceed one year, on the basis of actual claims experience and premi-
ums for such policy) equal to 75 percent of premiums in the case of
group policies and 60 percent in the case of individual policies. The
Secretary would be required to submit a report on or before July 1.
1981, to the Committees on Finance, Ways and Means, and Interstate
and Foreign Commerce which identifies those States that the Secretary
finds cannot be expected to have established a qualified State regula-
tory program by January 1, 1982. The Federal voluntary certification
program would be put into effect on January 1, 1982, in States that are
so identified unless legislation to the contrary is enacted.

Upon conviction, a fine of up to $25,000 and imprisonment for up to
5 years could be assessed for: (a) furnishing false information to ob-
tain the Secretary's certification; (b) posing as a Federal agent to sell
medicare supplemental policies; (c) knowingly selling duplicative
policies; and (d) selling supplemental policies by mail in States which
have not approved, or are deemed not to have approved, their sale.

The Secretary, in consultation with regulatory agencies. insurers
and consumers, would be required to study and submit a report to the
Congress by July 1, 1981, concerning the effectiveness of various State
approaches to regulation of medicare supplemental policies, and the
need for standards for health insurance policies sold to the elderly
wbich are not subject to voluntary certification. On January 1. 1982.
and at least every 2 years thereafter, the Secretary would be required
to report on the effectiveness of the voluntary certification program
and the criminal penalties established by the bill.

Conference agreenent.-The conference agreement follows the
Senate bill with the following modifications. The voluntary certifica-
tion program would be effective July 1, 1982. To be certified under
this program, a medicare supplemental policy (including any cer-
tificate issued thereunder) would have to: (a) meet or exceed the
standards with respect to medicare supplemental policies set forth in
the "NAIC Model Regulation to Implement the Individual Accident
and Sickness Minimum Standards Act," as amended and adopted
by the National Association of Insurance Commissioners on June 6,
1979 (including the standards relating to minimum benefit provi-
sions, preexisting condition limitations, full disclosure, and requiring
a no loss cancellation clause) ; and (b) be expected to pay benefits to
subscribers (as estimated for the entire period for which rates are
computed to provide coverage, on the basis of incurred claims ex-



perience and earned premiums for such period) equal to 75 percent of
premiums in thw case of group policies and 60 percent in the case of
individual policies. (For purposes of determining whether the loss
ratio requirement has been met under the voluntary certificatmnI
program, policies issued as a result of solicitations of individuals
through the mails or by mass media advertising would be deemed
to be individual policies.) The Secretary would be empowered to au-
thorize the use of an emblem by an insurer, in accordance with con-
ditions to be specified b the Secretary, to indicate that a policy
has been certified as meeting the standards and requirements of the
voluntary certification program. It is expected that one sucLIh condi-
tion will be a requirement that the insurer agree to notify policy-
holders of the loss of certification in the event the Secretary deter-
mines that the policy no longer satisfies the standards and require-
ments of the voluntary certification program. It is also expected that
tile Secretary act in a manner consistent with the will of the State to
prevent unfair competition in the use of the emblem.

The voluntarY certification program would not be applicable to any
policy issued in any State which is determined to have implemented
under State law a regulatory program that provides for the applica-
tion of standards with respect to all iiedicare supplemental policies
(as defined in the Senate bill) that are equal to or more stringent than
the standard relating to medicare supplemental policies contained
in the NAIC Model Regulation as amended and adopted on June 6,
1979; and the loss ratio requirements for individual or group policies
applied under the voluntar'v certification program. Such determina-
tions as to whether a State's regu latoiy program meets these standards
and requirements would be made by a Supplementary Health Insiii-
ance PaIel, appointed by the President, and consisting" of four Insur-
ance Coiniiiisioiiers (or Superintendents) anl the Secretary. On 0
before January 1, 1982. the Panel would prepare a report (for inclusion
in the report to be submitted by the Secretary on January 1, 1982) to
the appropriate Committees of the House and the Senate identifying
those States that the Panel finds cannot be expected to have imple-
niented a qualified regulatory program by July 1, 1982. The Federal
voluntary certification program would be put into effect on July 1.
1982. in those States so identified by the Panel. Where a State which
the Pan'el had expected to have implemented a qualified regulatory
program by July 1. 1982. has not actually done so. the voluntary certi-
fication program would be applicable to such State until the panel
determine s and reports to the Secretary that the State 'has imple-
mented an approved program. It is expected that the Panel will act
promptly and that all determinations of the Panel would be promptly
submitted to the Secretary for implementation.

Although the. Panel'> sole respOlsibilitv is to evaluate State regI-l:-

tory prourams against the te-t thai Hie Stte programs is a: least equal
to the NAIC standards and the prescribed loss ratio requirement. the
bill includes language referring to "more stringent " standards. How-
ever, this lawmriae was not included for use as a benchmark by the
Panel, but rather only to .void tie implication of any intent to enconr-

'',,' States to limit their rerulatovv programs to tfle minimal level. (01
the contrary, the conferees' intent is to :asslre that States are encolr-

a ru to implement such 10'gulator' prograAnI as they determne ArT



appropriate to their needs and that if a State regulatory program is at
least equal to the standards and requirements provided for in the bill
it would be approved by the Panel.

The delivery of a medicare supplemental policy by mail into a State
which has not approved the sale of such a policy in the State would
be subject to Federal criminal penalties unless such policy: (a) has
bexi certified by the Secretary or approved by the, State in which the
policy is issued as meeting the standards and requirements of the vol
intary certification program or the State's approved regulatory pro-
plain, as the case may be, or has otherwise been deemed approved in
accordance with provisions of the bill; and (b) the State into which
the policy has been delivered has not specifically disapproved the pol-
icY for sale in the State.

The conferees have defined the place of issuance of a policy to be the
Slate in which the policyholder resides in the case of an individual
policy, and the State in which the holder of the master policy resides
in the case of a group policy. The intent of the conferees is to allow
an insurer to know which State its policy is considered to be issued in,
and consequently to know whether it is issued in a State having an
approved program. Nothing in this provision is intended to affect the
rights of any State to regulate, in accordance with State law, policies
which, under this definition, are considered to be issued in another
SI ate.

The Senate bill excludes group health policies of one or more em-
ployers or labor organizations from the definition of "medicare )up-
plemental policy," and from the prohibition of knowingly selling a
diplicative health insurance policy to a medicare-eligible individual.
since such policies are not, desired as supplemental policies and are
sold to all age categories within the group's membership. The con-
ferees recognize that many professional, trade, and occupational asso-
ciations also offer group health plans to their respective memberships.
The intent is that, such association, should not be treated differently
than eniplovers or labor organizations if the association: (a) is coin-
posed of individuals all of whom are actively engaged in the same pro-
fession, trade or occupation: (b) has been maintained in good faith for
purposes other than the obtaining of insurance; and (c) has been in
existence for at least two Years prior to the date of its initial offering
of sucl policy or plan to its membe ,s.

The Secretarv's report on the. results of the required study of State
approaches to the regulation of supplementary policies would be sub-
mitted on ,January 1, 198- : 'and the first of the periodic reports on the
effectiveness of the voluntary certification program and the criminal
penalties would be due, uly 1, 1982.

Inclusion in Wages of FICA Taxes Paid by the Employer
Ri7entl a'w.-Sec. 209(f) of the Social Security Act and See. 3121

(a) (6) of the Internal Revenue Code provide that payment by the
employer of the employee F.I.C.A. tax liability is excluded from the
ofinition of wages for social security payrolll tax and benefit purposes.
A.hough siudh a amvent 1y the employer constitutes additional comn-
Pensation includable for income tax purposes, existing law specifically
exempts such an amount or additional compensation from social se-



curity taxes. The net effect is that, for a given level of total compensa-
tion (wages plus employer payment of the employee share of social
security tax), somewhat lower social security taxes would be payable
by the employer if he pays the employee F.I.C.A. tax instead of with.
holding it from the employee's wages.

Senate bill.-The Senate bill required that, with respect to remunera.
tion paid after 1980, any amounts of employee F.I.C.A. taxes paid by
an employer will be considered to constitute wages for both social
security tax and benefit purposes but that this change will not apply
in the case of payments made on behalf of employees of (1) small busi-
nesses (as used in the administration of section 7 (a) of the Small Busi-
ness Act), (2) of State and local governments, (3) of nonprofit orga-
nizations, and (4) persons employed as domestics.

(Con'rwne agreement. The conferees have agreed to delete this
provision of the Senate bill. While the Senate amendment would na-r-
row the scope of the present law exclusion from wages, the conferees
are concerned that its enactment would lend countenance to expanded
utilization of the remaining exclusion. The conferees believe that
this is an important issue in its own right, deserving further study
and consideration by the Congress. The result of the conferees' deci-
sion is that present law remains in force.
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