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To the Congress of the United States

Pursuant to section 233(e)(1) of the Social Security Act, as
amended by the Social Security Amendments of 1977 (Public Law
95-216, 42 U.S.C. 433(e)(1)), I transmit herewith the Agreement
Between the Government of the United States of America and the
Government of Australia on Social Security, which consists of two
separate instruments: a principal agreement and an administrative
arrangement along with a paragraph-by-paragraph explanation of
each provision. The Agreement was signed at Canberra on Sep-
tember 27, 2001.

The United States-Australia Agreement is similar in objective to
the social security agreements already in force with Austria, Bel-
gium, Canada, Chile, Finland, France, Germany, Greece, Ireland,
Italy, Korea, Luxembourg, the Netherlands, Norway, Portugal,
Spain, Sweden, Switzerland, and the United Kingdom. Such bilat-
eral agreements provide for limited coordination between the
United States and foreign social security systems to eliminate dual
social security coverage and taxation, and to help prevent the lost
benefit protection that can occur when workers divide their careers
between two countries. The United States-Australia Agreement
contains all provisions mandated by section 233 and other provi-
sions that I deem appropriate to carry out the purposes of section
233, pursuant to section 233(c)(4).

I also transmit for the Information of the Congress a report pre-
pared by the Social Security Administration explaining the key
points of the Agreement. Annexed to this report is the report re-
quired by section 233(e)(1) of the Social Security Act, a report on
the effect of the Agreement on income and expenditures of the U.S.
Social Security program and the number of individuals affected by
the Agreement. The Department of State and the Social Security
Administration have recommended the Agreement and related doc-
uments to me.

I commend the United States-Australia Social Security Agree-
ment and related documents.

GEORGE W. BUSH.
THE WHITE HOUSE, March 12, 2002.
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ANNEX C

REPORT TO CONGRESS
ON THE FINANCIAL EFFECT
OF THE U.S.-AUSTRALIAN SOCIAL SECURITY AGREEMENT

The following tables present estimates on the effects of the proposed U.S.-Australian
Social Security agreement on the income and expenditures of both countries’ Social
Security programs and the number of people who will be affected by the agreement. The
estimates were prepared based on the assumption that the agreement would become
effective on October 1, 2002.

Table 1 shows the estimated additional costs that would accrue to each country’s system
as a result of the agreement. These costs arise under the respective systems due to: (1)
benefit payments that become payable by edch system solely because of the agreement,
and (2) tax contributions on behalf of temporary workers in the respective countries that
would be forgone under the agreement.

Table 2 shows the number of people who would become eligible for a partial retirement,
survivors, or disability benefit from the United States or Australia tinder the agreement.

Also shown in Table 2 is the number of employees in each country who, along with their
employers, would no longer be subject to dual coverage and taxation for Social Security

purposes.
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REPORT TO CONGRESS
TO ACCOMPANY THE SOCIAL SECURITY AGREEMENT
BETWEEN THE UNITED STATES AND AUSTRALIA

INTRODUCTION

The Social Security agreement between the United States and Australia is intended to
provide limited coordination of the U.S. and Australian Social Security programs. The
agreement is similar in content and objective to Social Security agreements already in
force between the United States and 19 other countries, including Canada, Chile, South
Korea and most Western European nations. Like earlier U.S. agreements, the agreement
with Australia is designed to eliminate dual Social Security coverage and taxation of the
same work and to help fill gaps in benefit protection for people who have divided their
careers between the two countries.

The U.S.-Australian agreement consists of two separate instruments: (1) a principal
agreement setting forth the basic rules for coordinating the twe countries’ systems; and
(2) an administrative arrangement establishing policies and procedures to implement the
principal agreement. These two documents, which were signed by representatives of the
U.S. and Australian Governments on September 27, 2001, are now being transmitted to
Congress for review in accordance with section 233(¢) of the Social Security Act.

Accompanying this report are paragraph-by*ﬁaragraph explanations of the provisions of v

the principal agreement (Annex A) and related administrative arrangement (Annex B). A
report required by section 233(e)(1) of the Soecial Security Act on the effect of the
agreement on income and expenditures of the U.S. Social Security program and the
number of individuals affected by the agreement is also included (Arnex C).

STATUTORY REQUIREMENTS

U.S. Social Security agreements are negotiated under authority of section 233 of the
Social Security Act. Section 233{c)(1) requires that international agreements concluded
pursuant to that section provide for the elimination of dual coverage of the same work
under the Social Security systems of the United States and the other country party to the
agreement, and for combining Social Security credits earned by a worker under the two
systems for benefit eligibility purposes. In addition, the law stipulates that when
eligibility for U.S. Social Security benefits is established on the basis of combined
credits, the amount of the U.S. benefit payable must be based on the proportion of the
worker's periods of coverage completed under title I of the Social Security Act. The
U.S.-Australian agreement includes these required provisions.
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ITI. COVERAGE PROVISIONS

In conformity with section 233(c)(1)(B) of the Social Security Act, Part II of the principal
agreement seis forth rules designed to eliminate dual coverage and taxation of the same
wark under the U.S. and Australian Social Security systems. These rules apply to
coverage and taxes under the U.S. Social Security program and under Australia's
"Superannuation Guarantee" (SG) program. Australia does not have an earmarked Social
* Security payroll tax; however, under the SG program, employers are required to pay
contributions at specified minimum rates to government-regulated employee pension
plans, or else pay a special tax to cover the shortfall. When the coverage rules of the
agreement provide that an employer and employee will be subject to U.S. Social Secusity
taxes, the employer will be relieved of the additional burden of paying Australian
SG contributions.

A.  Rules Governing Emplovees

The rules which apply to employed persons would generally eliminate dual
coverage under the laws of the United States and Australia by maintaining an
employee’s coverage under the laws of the country where the work is performed
and exempting the employee from compulsory coverage under the Jaws of the
other country.

Special rules would apply, however, for employees who are temporarily
transferred by their employer in one country to work in the other country fora
period of 5 years or less. In this situation, an employee who was covered in one
country before the transfer would continue to be covered under that country’s laws
and would be exempt from coverage in the host country, Thus, a person working
for a U.S. employer who is temporarily transferred by that employer to Australia
would only be covered under and pay contributions to the U.S. Social Security
program, and the U.S. employer would be exempt fromi Australian SG contribution
requirements. (Employees are not required to pay contributions to the

SG program.)

‘B.  Rules Governing Other Workers

Other rules set forth in the agreement would eliminate dual coverage and
contributions for persons employed by the Governments of the two countries, for
persons employed in international air and ship transportation and for
self-employed persons. :
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BENEFIT PROVISIONS

Part IIT of the principal agreement establishes the basic rules for determining entitlement
to and the amount of U.S, and Australian benefits for persons who have worked in both
countries. These benefit provisions are included pursuant to sections 233(c)(1}(A) and
{C) of the Social Security Act.

A.  Provisions Applicable to the United States

1

Totalization of Periods of Coverage

Under the rules that apply to the United States, if a worker has credit for at
least 6 quarters of coverage under the U.S. Social Security program but not
enough credits to qualify for a retirement, survivors or disability benefit, the
worker's coverage credits from both the United States and Australia could be
totalized (i.e,, combined) to permit him or her to qualify for a partial U.S.
benefit. Since periods of coverage under the Australian Social Security
system are measured in terms of months, the United States would credit one
quarter of coverage for every three months of Australian coverage ina
calendar year. The United States would not, however, credit months of
coverage under Australian law if they coincide with quarters of coverage

*.7 already crédited under the U.S. system.

. Computation of U.S. Totalization Benefit Amounts

The amount of a U.S. benefit for which a person may qualify based on
totalized periods of coverage depends on both the duration of the worker’s
coverage under the U.S, Social Security system and the level of his or her
carnings. A detailed description of the Totalization benefit computation
procedure is contained in regulations of the Social Security Administration
(20 CFR 404.1918). The first step in the procedure is to compute a theoretical
benefit amount as though the worker had worked a full coverage lifetime (i.e.,
a full careery under U.S. Social Security at the same earnings level as during
his or her actual periods of U.S. covered work. The theoretical benefit is then
prorated to reflect the proportion of a coverage lifetime the worker completed
under the U.S. program. A coverage lifetime is defined in the regulations as
the number of the worker’s benefit computation years, Le., the years which
must be used in determining a worker’s average earnings under the regular
U.S. national computation method.
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B.  Provisions Applicable to Australia
1. Australian Benefits

Under the Australian Social Security system, eligibility for benefits is based
on residence and financial need. Benefits are paid in flat-rate amounts that are
adjusted twice a year for inflation. These amounts are reduced ifa
beneficiary's income or assets exceed specified levels.

To qualify for old-age, survivors or disability benefits under the Australian
system, a person must generally satisfy certain length-of-residence
requirements and, depending on the type of benefit, also meet a
continuous-residence test. For example, a person claiming an old-age pension
must have resided in Australia for a minimum of 10 years, including a

" continuous period of at least 5 years, In addition to meeting the minimum
residence requirements, a person must also be resident and physically present
in Australia at the time the claim is filed.

2. Totalization of Periods of Coverage

Under the rules of the agreement, Australia will add a person’s U.S. Social

~Security ¢crédits 1o his or her periods of Australian residence, if necessary, to
meet the minkmum-residence requirements. These rules also permit a person
to file a claim for Australian Social Security benefits while resident and
present in the United States or in certain other countries. In addition, they
establish the method of computing Australian benefit amounts when
entitlement is based on the provisions of the agreement. The agreement does
not include rules applicable to benefits under the SG program since Australian
law already requires that these benefits be immediately vested, i.c., there is no
minimum coverage requirement, and the benefit must be payable outside
Australia without restriction.

C.  Benefit Portability

Seéction 233(c)(2) of the Social Security Act permits agreements to contain
provisions suspending the application of the alien nonpayment provisions of the
Social Security Act (section 202(t)) for persons residing in a foreign country with
which the United States has an agreement in force. The U.S.-Australian agreement
would provide an exemption from these nonpayment provisions for insured
persons and their dependents or survivors, regardless of their citizenship, if they
reside in Australia.

The agreement also includes a provision that can help overcome the requirement in
Australian law that a claimant be resident and present in Australia at the time of
filing a claim for Australian benefits. Under the agreement, residence in the
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United States or a third country with which Australia has a Social Security
agreement will be considered equivalent to residence in Australia, and presence in
the United States or such a third country will be considered equivalent to presence
in Australia,

OTHER PROVISIONS

Section 233(c)(4) of the Social Security Act authorizes agreements to contain other
provisions not inconsistent with title II of the Act which are appropriate to carry out the
purposes of the agreements. In accordance with this provision, the principal agreement
and administrative arrangement contain a number of articles designed to permit cach
country to render free or reimbursable assistance to the other country in implementing the
agreement.
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