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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 Supple-
mentary Agreement Amending the Agreement on Social Security
between the United States of America and the Czech Republic (the
“Supplementary Agreement”). The Supplementary Agreement,
signed at Prague on September 23, 2013, is intended to modify a
certain provision of the Agreement on Social Security between the
United States of America and the Czech Republic, with Adminis-
trative Arrangement, signed at Prague on September 7, 2007, and
entered into force January 1, 2009 (the “U.S.-Czech Social Security
Agreement”).

The U.S.-Czech Social Security Agreement as amended by the
Supplementary Agreement is similar in objective to the social secu-
rity agreements already in force with most European Union coun-
tries, Australia, Canada, Chile, Japan, Norway, and the Republic
of Korea. Such bilateral agreements provide for limited coordina-
tion 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 di-
vide their careers between two countries.

The Supplementary Agreement amends the U.S.-Czech Social Se-
curity Agreement to account for a new Czech domestic health in-
surance law, which was enacted subsequent to the signing of the
U.S.-Czech Social Security Agreement in 2007. By including the
health insurance law within the scope of the U.S.-Czech Social Se-
curity Agreement, this amendment will exempt U.S. citizen work-
ers and multinational companies from contributing to the Czech
health insurance system, when such workers otherwise meet all of
the ordinary criteria for such an exemption.

The U.S.-Czech Social Security Agreement, as amended, will con-
tinue to contain all provisions mandated by section 233 of the So-
cial Security Act and other provisions that I deem appropriate to
carry out the purposes of section 233, pursuant to section 233(c)(4)
of the Social Security Act.

I also transmit for the information of the Congress a report re-
quired by section 233(e)(1) of the Social Security Act on the esti-
mated number of individuals who will be affected by the Supple-
mentary Agreement and its estimated cost effect. The Department
of State and the Social Security Administration have recommended
the Supplementary Agreement and related documents to me.

I commend the Supplementary Agreement to the U.S.-Czech So-
cial Security Agreement and related documents.

BARACK OBAMA.
THE WHITE HOUSE, October 6, 2015.
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SOCIAL SECURITY
MEMORANDUM
Date:  July 1, 2015 Refer To: TCC
To: Stephen C. Goss, Chief Actuary
From:  Chris Chaplain, Actuary
Nettie Barrick, Actuary
Subject:  Estimated Effects of a Potential Revision of the Totalization Agreement between the Czech

Republic and the United States—INFORMATION

The United States and the Czech Republic signed a bilateral social security (“totalization”) agreement
on September 7, 2007, which became effective on January 1, 2009, When signed in 2007, this
agreement included an exemption for U.S. workers from both Czech social security and health
insurance contributions. However, effective January 1, 2008, the Czech Republic changed its laws on
health insurance, placing health insurance contributions outside the legal scope of the signed agreement.
This law change subjected temporary U.S. workers in the Czech Republic to Czech health insurance
contributions when the original intent of the agreement was to make the health insurance contributions
exempt. As a result, for the agreement that subsequently became effective January 1, 2009, U.S.
workers exempted from Czech social security taxes under the agreement remained liable to pay Czech
health insurance taxes.

Accordingly, the United States and the Czech Republic have concluded a supplementary agreement.
This agreement would exempt a temporary U.S. worker from contributing to both the Czech social
security system and the Czech health insurance system if he or she meets the usual criteria for such an
exemption.

We have assumed that the revised supplemental agreement would become effective on January 1,
2017. We estimate that the supplementary agreement would result in a net cost to the U.S. social
security system that is negligible (less than $500,000 each year) through fiscal year 2023, The
estimated effect on the long-range OASDI actuarial balance would be negligible (less than 0.005
percent of taxable payrolf). Approximately 820 to 870 workers per year would not contribute to the
Czech Republic health insurance system from fiscal year 2017 to fiscal year 2023. Estimated net
costs to the Czech system would range from $6 million in fiscal year 2017 to $12 million in fiscal
year 2023, with total net cost through fiscal year 2023 of $70 million.

Chris Chaplain

Pt . Barrick

Nettie Barrick
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Report to Congress on
the Supplementary Agreement on Social Security
between the United States of America and the Czech Republic

BACKGROUND

The United States and the Czech Republic signed a bilateral social security (“totalization™)
agreement on September 7, 2007, The agreement becarne effective January 1, 2009. A series of
events since that time have made this Supplementary Agreement necessary.

. The initial agreement included an exemption for U.8. workers covered under the ’
agreement from Czech Republic social seourity and health insurance contributions.

. Effective January 1, 2008 the Czech Republic changed its laws on hiealth insurance,
which had the unintended effect of placing its health insurance contributions outside the
legal scope of the initial agreement, As a result, workers and employers covered
exclusively under U.S. law while working in the Czech Republic also became subject to
its new law on health insurance contributions totaling 13.5 percent of earnings.

. U.S. workers covered under the initial agreement must curréntly contribute to the
Czech Republic’s health insurence system, This result is inconsistent with the purpose of
totalization agreements to eliminate duplicate taxation as permitted by
42 U.8.C. 433 and 26 U.S.C. 3101{c). The Supplementary Agreement rectifies this
unintended result.

NEW PROVISION

This Supplementary Agreement amends the initial agreement by adding the new Czech Republic
health insurance law to the scope of the agreement, thereby exempting workers and their
employers covered under United States law from contributing to the Czech Republic’s health
insurance system. This Supplementary Agreement becomes effective the first day of the month
following the month in which both countries notify each other that it has cleared their respective
legal processes.

The Social Security Administration’s Chief Actuary estimates that this Supplementary

Agreement will save U.S. workers and multinational companies $83 million through
fiscal year 2022, with negligible costs to the Soclal Security Trust Funds,

O
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