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Public Law 89-97

July 30, 1965
[H. R. 6675]

AN ACT

To provide a hospital insurance program for the aged under the Social Security

Act with a supplementary medical benefits program and an expanded program
of medical assistance, to increase benefits under the Old-Age, Survivors, and
Disability Insurance System, to improve the Federal-State public assistance
programs, and for other purposes.

Be it enacted by the Senate and House of Representatives of the

acpclal Seeurity  Trnited States of America in Congress assembled, That this Aect, with

1965. the following table of contents, may be cited as the “Social Security
Amendments of 1965”.
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TITLE I-HEALTH INSURANCE FOR THE AGED AND
MEDICAL ASSISTANCE

SHORT TITLE

Sec. 100. This title may be cited as the “Health Insurance for
the Aged Act”.

Part 1—HeALTH INSURANCE BENEFITS FOR THE AGED
ENTITLEMENT TO HOEPITAL INSURANCE BENEFITB

Sec. 101. Title IT of the Social Security Act is amended by adding
at the end thereof the following new section:

“ENTITLEMENT TO HOSPITAL INSURANCE BENEFITS

“Sgc. 226. (a) Every individual who—
“ flg has attained the age of 65, and
“(2) is entitled to monthly insurance benefits under section
202 or is a eﬁualiﬁed railroad retirement beneficiary,
shall be entitled to hospital insurance benefits under part A of title
XVIII for each month for which he meets the condition specified in
paragraph (2), beginning with the first month after June 1966 for
whicﬁe meets the conditions specified in paragraphs (1) and (2).
“(b) For purposes of subsection (33—
“(1) entitlement of an individual to hospital insurance bene-
fits for a month shall consist of entitlement to have payment
made under, and subject to the limitations in, part A of title
XVIII on his behalf for inpatient hnsiital services, post-hospital
extended care services, post-hospital home health services, and
outpatient hospital diagnostic services (as such terms are defined
in part C of title XVIII) furnished him in the United States (or
outside the United States in the case of inpatient hospital serv-
ices furnished under the conditions deseribed in section 1814(f))
during such month; except that (A) no such [f:!‘::.l}"nment may be
made for post-hospital extended care services ished before
January 1967, and (B) no such payment may be made for post-
hospital extended care services or post-hospital home health
services unless the discharge from the hospital required to
qualify such services for payment under part A of title XVIII
occurred after June 30, 1966, or on or after the first day of
the month in which he attains age 65, whichever is later; and
“(2) an individual shall be deemed entitled to monthly insur-
ance benefits under section 202, or to be a qualified railroad
retirement beneficiary, for the month in which he died if he
would have been entitled to such benefits, or would have been a
qualified railroad retirement beneficiary, for such month had
he died in the next month. )

“(¢) For purg-osas of this section, the term ‘qualified railroad
retirement beneficiary’ means an individual whose name has been
certified to the Secretary by the Railroad Retirement Board under
section 21 of the Railroad Retirement Act of 1937. An individual
shall cease to be a qualified railroad retirement beneficiary at the
close of the month preceding the month which is certified by the
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Railroad Retirement Board as the month in which he ceased to meet
tha7requirements of section 21 of the Railroad Retirement Act of
1937.

“(d) For entitlement to hospital insurance benefits in the case of
certain uninsured individuals, see section 103 of the Social Security
Amendments of 1965.”

HOSPITAL INSURANCE BENEFITS AND SUPPLEMENTARY MEDICAL
INSURANCE BENEFITS

Sec. 102. (a) The Social Security Act is amended by adding after
title XVII the following new title:

“TITLE XVIII—HEALTH INSURANCE FOR THE AGED

“PROHIBITION AGAINST ANY FEDERAL INTERFERENCE

“Sgo. 1801. Nothing in this title shall be construed to authorize any
Federal officer or employee to exercise any supervision or control over
the practice of medicine or the manner in which medical services are
provided, or over the selection, tenure, or compensation of any officer
or employee of any institution, agency, or person providing health
services; or to exercise any supervision or control over the adminis-
tration or operation of any such institution, agency, or person.

“FREE CHOICE BY PATIENT GUARANTEED

“Sec. 1802. Any individual entitled to insurance benefits under this
title may obtain health services from any institution, agency, or
person qualified to participate under this title if such institution,
agency, or person undertakes to provide him such services.

“OPTION TO INDIVIDUALS TO OBTAIN OTHER HEALTH INSURANCE
PROTECTION

“Skc. 1803. Noth.intg contained in this title shall be construed to
preclude any State from providing, or any individual from pur-
chasing or otherwise securing, protection against the cost of any
health services.

“Parr A—Hosrrrar INsURANCE BENEFITS FOR THE AGED
“DESCRIPTION OF PROGRAM

“Sec. 1811. The insurance program for which entitlement is estab-
lished by section 226 provides basic protection against the costs of hos-
ital and related post-hospital services in accordance with this part
or individuals who are age 65 or over and are entitled to retirement
benefits under title IT of this Act or under the railroad retirement
system,

“SCOPE OF BENEFITS

. “Sec. 1812. (a) The benefits provided to an individual by the
insurance program under this part shall consist of entitlement to have
;mymant made on his behalf (subject to the provisions of this part)
or—
“(1) inpatient hospital services for up to 90 days during any
of illness;

291
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“(2) post-hospital extended care services for up to 100 days
during any siell of illness;

“(3) post-hospital home health services for up to 100 visits
(during the one-year period described in section 1861(n)) after
the beginning of one spell of illness and before the beginning of
the next; anf

“(4) outpatient hospital diagnostic services.

“(b) Payment under this part for services furnished an individual
gurmg a spell of illness may not (subject to subsection (¢)) be made

or—

“(1) inpatient hospital services furnished to him during such
s:ipell after such services have been furnished to him for 90 days

uring such spell ;

“(2 post-hoslpital extended care services furnished to him
during such Epel after such services have been furnished to him
for 100 days during such spell; or

“(3) inpatient psychiatric hospital services furnished to him
after such services have been furnished to him for a total of 190
days during his lifetime.

“(e) If an individual is an inpatient of a psychiatric hospital or a
tuberculosis hospital on the first gay of the first month for which he is
entitled to benefits under this ﬁart, the days on which he was an
inpatient of such a hospital in the 90-day period immediately before
such first daﬂ shall be included in determmm%}the 90-day limit under
subsection (b) (1) (but not in determining the 190-day limit under
subsection (b) (3)).

“(d) Payment under this egart may be made for post-hospital
home health services furnished an individual only during the one-
ﬁear period described in section 1861(n) following his most recent

ospital discharge which meets the uirements of such section,
and only for the first 100 visits in such period. The number of
visits to be charged for purposes of the limitation in the preceding
sentence, in connection with items or services described in section
1861(m), shall be determined in accordance with regulations,

“(e) For purposes of subsections (b), (¢), and (d), inpatient
hospital services, inpatient psychiatric hosiital services, post-hospital
extended care services, and post-hospital home health services shall
be taken into account only if payment is or would be, except for
this section or the failure to comply with the request and certification
requirements of or under section 1814(a), made with respect to such
services under this part.

“(f) For definition of ‘spell of illness’, and for definitions of other
terms used in this part, see section 1861.

“DEDUCTIBLES AND COINSURANCE

“Sgc. 1813. (a)(1) The amount payable for inpatient hospital
services furnished an individual during any spell of illness shall be
reduced by a deduction equal to the inpatient hospital deductible or,
if less, the charges imposed with respect to such individual for such
services, except that, if the customary charges for such services are
greater than the charges so imposed, such customary charges shall be
considered to be the charges so imposed. Such amount shall be
further reduced by a coinsurance amount equal to one-fourth of the
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inpatient hospital deductible for each day (before the 91st day) on
which such individual is furnished such services during such spell of
illness after such services have been furnished to him for 60 days
during such spell.

“(2) The amount payable for outpatient hospital diagnostic
services furnished an individual during a diagnostic study shall be
reduced by a deduction equal to the sum of (A) one-half of the
inpatient hospital deductible which is apﬁlicable to spells of illness
beginning in the same calendar year as such diagnostic study and (B)
20 per centum of the remainder of such amount. For miposes of the
preceding sentence, a diagnostic study for any individual consists of
the outpatient hospital diagnostic services provided by (or under
arrangements made by) the same hospital during the 20-day period
beginning on the first day (not included in a previous diagnostic
study) on which he is entitled to hospital insurance benefits under
section 226 and on which outpatient hospital diagnostic services are
furnished him.

“(3) The amount payable to any provider of services under this
part for services furnished an indivi:i)ual during any spell of illness
shall be further reduced by an amount equal to the cost of the first
three pints of whole blood furnished to him as part of such services
during such spell of illness.

“ (4% The amount payable for post-hospital extended care services
furnished an individual during any spell of illness shall be reduced by
a coinsurance amount equal to one-eighth of the inpatient hospital
deductible for each day (before the 101st day) on which he is fur-
nished such services after such services have been furnished to him
for 20 days during such spell.

“(b) (1) The inpatient hospital deductible which shall be appli-
cable for the purposes of subsection (a) shall be $40 in the case of any
spell of illness or diagnostic study beginning before 1969.

%(2) The Secretary shall, between July 1 and October 1 of 1968,
and of each year thereafter, determine and promulgate the inpatient
hospital deductible which shall be applicable for the purposes of
subsection (a) in the case of any spell of illness or diagnostic study
beginning during the succeeding calendar year. Such inpatient
hospital deductible shall be equal to $40 multiplied by the ratio of
(A) the current average per diem rate for inpatient hospital serv-
ices for the calendar year preceding the promulgation, to (B) the
current average per diem rate for such services for 1966. Any
amount determined under the preceding sentence which is not a
multiple of $4 shall be rounded to the nearest multiple of $4 (or,
if it is midway between two multiples of $4, to the next higher
multiple of $4). The current average per diem rate for any year
shall be determined by the Secretary on the basis of the best informa-
tion available to him (at the time the determination is made) as to
the amounts paid under this part on account of inpatient hospital
services furnished during such year, by hospitals which have agree-
ments in effect under section 1866, to individuals who are entitled
to hospital insurance benefits under section 226, plus the amount
which would have been so paid but for subsection (a)(1) of this
section.

Qutpatient
hospital
diagnostic
services.

Ante, p. 200.

Inpatient
hospital
deductible,

Post, p. 327.

293



294 PUBLIC LAW 89-97—JULY 30, 1965 [79 Srar.
“CONDITIONS OF AND LIMITATIONS ON PAYMENT FOR SERVICES
“Requirement of Requests and Certifications

“Sec. 1814. (a) Except as provided in subsection (d), payment

for services furnished an individual may be made only to providers

Past Rt pff services which are eligible therefor under section 1866 and only
11—

“(1) written re(glest, signed by such individual except in
cases in which the Secretary finds it impracticable for the indi-
vidual to do so, is filed for such payment in such form, in such
manner, within such time, and Ey such person or persons as
the Secretary may by regulation prescribe;

*(2) o E‘-P;.lhysician certifies (and recertifies, where such services
are furnished over a period of time, in such cases, with such
frequency, and accompanied by such supporting material, appro-
priate to the case involved, as may be provided by regulations,
except that the first of such recertifications shall be required in
each case of inpatient hospital services not later than the 20th day
of such period) that—

“(A) in the case of inpatient hospital services (other than
inpatient psychiatric hospital services and inpatient tubercu-
losis hospital services), such services are or were required to be
given on an inpatient basis for such individual’s medical
treatment, or that inpatient diagnostic study is or was
medically required and such services are or were necessary
for such purpose;

“(B) 1n the case of inpatient psychiatric hospital services,
such services are or were requireg to be given on an inpatient
basis, by or under the supervision of a physician, for the
psychiatric treatment of an individual; and (i) such treat-
ment can or could reasonably be expected to improve the
condition for which such treatment 1s or was necessary or
(ii) inpatient diagnostic study is or was medically required
and such services are or were necessary for such purposes;

“(C) in the case of inpatient tuberculosis hospital services,
such services are or were required to be given on an inpatient
basis, by or under the supervision of a physician, for the
treatment of an individual for tuberculosis; and such treat-
ment can or could reasonably be expected to (i) improve the
condition for which such treatment is or was necessary or
(ii? render the condition noncommunicable;

“(D) in the case of post-hospital extended care services,
such services are or were required to be given on an inpatient
basis because the individual needs or needed skilled nursi
care on a continuing basis for any of the conditions wi
respect to which he was receiving inpatient hospital services
(or services which would constitute inpatient hospital serv-
ices if the institution met the requirements of paragraphs

Post, p. 314, (6) and (8) of section 1861(e)) prior to transfer to the
extended care facility or for a condition requiring such
extended care services which arose after such transfer and
while he was still in the facility for treatment of the con-
dition or conditions for which he was receiving such inpa-
tient hospital services;
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“(E) in the case of post-hospital home health services
such services are or were required because the individua
is or was confined to his home (except when receiv
items and services referred to in section 1861(m) g)) and Fastp 329
needed skilled nursing care on an intermittent basis, or
physical or speech therapy, for any of the conditions with
respect to which he was receiving inpatient hospital services
(or services which would constitute inpatient hospital
services if the institution met the requirements of para-
graphs (6) and (8) of section 1861(9)}1 or post-hospital
extended care services; a plan for furnishing such services
to such individual has been established and is periodically
reviewed by a physician; and such services are or were
furnished while the individual was under the care of a
ph?rsicia.n; or

“(F) in the case of outpatient hospital diagnostic serv-

ices, such services are or were required for diagnostic study;

“(3) in the case of inpatient psychiatric hospital services,
the services are those which the records of the hospital indicate
were furnished to the individual during periods when he was
receiving (A) intensive treatment services, (B) admission and
related services necessary for a diagnostic study, or (C) equiva-
lent services;

“(4) in the case of inpatient tuberculosis hospital services,
the services are those which the records of the hospital indicate
were furnished to the individual during periods when he was
receiving treatment which could reasonably be expected to (A)
improve his condition or (B) render it noncommunicable;

“(5) with respect to inpatient hospital services furnished
such individual after the Qﬂtﬂ day of a continuous period of such
services and with respect to post-hospital extended care services
furnished after such day of a continuous period of such services
as may be preseribed in or pursmant to regulations, there was
not in effect, at the time of admission of such individual to the
hos(;‘pita! or extended care facility, as the case may be, a decision
under section 1866(d) (based on a finding that utilization Post ».327.

review of long-stay cases is not being made in such hospital or
facility) ; and
“(6) with respect to inpatient hospital services or post-
hospital extended care services furnished such individual durin
a_continuous period, a finding has not been made (by the physi-
cian members of the committee or group, as described in section
1861 (k) (4)) pursuant to the system of utilization review that
further inpatient hospital services or further post-hospital
extended care services, as the case may be, are not medically
necessary ; except that, if such a finding has been made, payment
may be made for such services furnished before the 4th day
after the day on which the hospital or extended care facility,
as the case may be, received notice of such finding.
To the extent provided by regulations, the certification and recertifica-
tion requirements of paragraph (2) shall be deemed satisfied where,
at a later date, a J)hg/sician makes certification of the kind provided
in subparagraph (A), (B), (C), (D), (E), or (F) of paragraph (2)
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(whichever would have applied), but only where such certification is
accomﬁanied by such medical and other evidence as may be required
by such regulations.

“Reasonable Cost of Services

“(b) The amount paid to any provider of services with respect to
services for which payment may be made under this part shall, subject
to the provisions of section 1813, be the reasonable cost of such services,
as determined under section 1861(v).

“No Payments to Federal Providers of Services

“(c) No payment may be made under this part (except under sub-
section (d)) to any Federal provider of services, except a provider of
services which the Secretary determines is providing services to the
public generally as a community institution or agency; and no such
payment ma; made to any provider of services for any item or
service which such provider 1s obligated by a law of, or a contract
with, the United States to render at public expense.

“Payments for Emergency Hospital Services

“(d) Payments shall also be made to any hospital for inpatient hos-
pital services or outpatient hospital diagnostic services furnished, b
the hospital or under arrangements (as defined in section 1861 (w {
with it, to an individual entitled to hospital insurance benefits under
section 226 even though such hospital does not have an agreement in
effect under this titleif (A) such services were emergency services and
(B) the Secretary would be required to make such payment if the
hospital had such an agreement in effect and otherwise met the condi-
tions of payment hereunder. Such payments shall be made only in
the amounts provided under subsection (b) and then only if such hos-
pital agrees to comply, with respect to the emergency services pro-
vided, with the provisions of section 1866 (a).

“Payment for Inpatient Hospital Services Prior to Notification of
Noneligibility

“(e) Notwithstanding that an individual is not entitled to have
payment made under this part for inpatient hospital services fur-
nished by any hospital, payment shall be made to such hospital (unless
it elects not to receive such payment or, if payment has already been
made by or on behalf of such individual, fails to refund such payment
within the time specified by the Secretary) for such services which are
furnished to the individual prior to notification to such hospital from
the Secretary of his lack o¥ entitlement, if such payments are pre-
cluded onlyr{.y reason of section 1812 and if such hospital complies
with the requirements of and regulations under this title with respect
to such payments, has acted in good faith and without knowledge of
such lacE of entitlement, and has acted reasonably in assuming entitle-
ment existed. Payment under the preceding sentence may not be
made for services furnished an individual pursuant to any admission
after the 6th elapsed day (not including as an elapsed day Saturday,
Sunday, or a legal holiday) after the day on which such admission
occurred.
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“Payment for Certain Emergency Hospital Services Furnished
Outside the Uyl;ited tates

“(£) The authority contained in subsection (d) shall be a.(fplicable
to emer%'ancy inpatient hospital services furnished an individual by a
hospital located outside the United States if—

“(1) such individual was physically present in a place within
the United States at the time the emergency which neces-
sitated such inpatient hospital services occurred ; and

“ (22 such hospital was closer to, or substantially more acces-
sible from, such place than the nearest hospital within the United

States which was adequately equipped to deal with, and was
available for the treatment of, such individual’s illness or injury.

“PAYMENT TO PROVIDERS OF SERVICES

“Skc. 1815. The Secretary shall periodically determine the amount
which should be paid under this ec})art to each provider of services with
t to the services furnished by it, and the provider of services
shall be paid, at such time or times as the Secretary believes appro-
priate (but not less often than monthly) and prior to audit or settle-
ment by the General Accounting Office, from the Federal Hospital
Insurance Trust Fund, the amounts so determined, with necessary
adjustments on account of previously made overpayments or under-
payments; except that no such payments shall be made to any pro-
vider unless it has furnished such information as the Secretary may
uest in order to determine the amounts due such provider under
this part for the period with respect to which the amounts are being
paid or any prior period.

“USE OF PUBLIC AGENCIES OR PRIVATE ORGANIZATIONS TO FACILITATE
PAYMENT TO PROVIDERS OF SERVICES

“Sgc. 1816. (a) If any group or association of providers of services
wishes to have payments under this part to such providers made
through a national, State, or other public or private agency or
organization and nominates such agency or organization for this
purpose, the Secretary is authorized to enter into an agreement with
such agency or organization providing for the determination by
such agency or organization (subject to such review by the Secretary
as may be provided for by the agreement) of the amount of the pay-
ments required pursuant to this part to be made to such providers,
and for the making of such payments by such agency or organization
to such providers. Such agreement may also include provision for
the agency or organization to do all or any part of the following:
(1) to timvid«as consultative services to institutions or agencies to
enable them to establish and maintain fiscal records necessary for
purposes of this part and otherwise to qualify as hospitals, extended
care facilities, or home health agencies, and (2) with respect to the
providers of services which are to receive payments through it (A)
to serve as a center for, and communicate to providers, any informa-
tion or instructions furnished to it by the gacretary, and serve as
a channel of communication from providers to the Secretary; (B)
to make such audits of the records of providers as may be necessa
to insure that proper payments are made under this part; and (C
;olh I;crfprm such other functions as are necessary to carry out this

ion.
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“(b) The Secretary shall not enter into an agreement with an
EEancy or organization under this section unless (1) he finds (A§

at to do so 1s consistent with the effective and efficient administra-
tion of this part, and (B) that such agency or organization is willin
and able to assist the providers to which payments are made throug
it under this part in the application of safeguards against unneces-
sary utilization of services ished by them to individuals entitled
to oipit.al insurance benefits under section 226, and the agreement
provides for such assistance, and (2) such agency or organization
agrees to furnish to the Secretary such of the information acquired
by it in carrying out its agreement under this section as the Secre-
tar?' may find necessary in performing his functions under this part.

“(c) An agreement with any agency or organization under this
sectlon may contain such terms and conditions as the Secretary finds
necessary or appropriate, may provide for advances of funds to the
agency or organization for the making of payments by it under
subsection (a), and shall provide for payment of so much of the cost
of administration of the agency or organization as is determined by
the Secretary to be necessary and proper for carrying out the func-
tions covered by the agreement.

“(d) If the nomination of an agency or organization as provided
in this section is made by a group or association of providers of
services, it shall not be binding on members of the group or associa-
tion which notify the Secretary of their election to that effect. Any
provider may, upon such notice as may be specified in the u.ﬁreement
under this section with an agency or organization, withdraw its
nomination to receive payments through sucins,gancy or organization.

rovider which has withdrawn its nomination, and any provider

which has not made a nomination, may elect to receive payments from
any agency or organization which has entered into an a ent with
the Secretary under this section if the Secretary ancf such agency
or organization agree to it.

“(e) An agreement with the Secretary under this section may be
terminated—

“(1) by the a%imcy or organization which entered into such
agreement at such time and upon such notice to the Secretary,
to the public, and to the providers as may be provided in regu-
Iations, or

“(2) by the Secretary at such time and upon such notice to
the agency or organization, to the providers which have nomi-
nated it for purposes of this section, and to the public, as may
be provided in regulations, but only if he finds, after reasonable
notice and opportunity for hearing to the agency or organiza-
tion, that (2 g the agency or organization has failed substantially
to earry out the agreement, or (B) the continuation of some or
all of the functions provided for in the agreement with the
agenc% or organization is disadvantageous or is inconsistent
with the efficient administration of this part.

“(f) An agreement with an agency or organization under this
section may require any of its officers or employees certifying pay-
ments or disbursing funds pursuant to the agreement, or otherwise
participating in carrying out the agreement, to give surety bond to
the United States in such amount as the Secretary may deem
appropriate.
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“(g) (1) No individual designated pursuant to an agreement under
this section as a certifying officer shall, in the absence of gross
negligence or intent to defraud the United States, be liable with
respect to any payments certified by him under this section.

“(2) No gsﬁursing officer shall, in the absence of gross negligence
or intent to defraud the United States, be liable with respect to any
payment by him under this section if it was based upon a voucher
signed by a certifying officer designated as provided in paragraph
(1) of this subsection. .

“(8) No such agency or organization shall be liable to the United
States for any payments referred to in paragraph (1) or (2).

“FEDERAL HOSPITAL INSURANCE TRUST FUND

“Sgc, 1817. (a) There is hereby created on the books of the
Treasury of the United States a trust fund to be known as the
‘Federal Hospital Insurance Trust Fund’ (hereinafter in this sec-
tion referred to as the ‘Trust Fund'). The Trust Fund shall consist
of such amounts as may be deposited in, or appropriated to, such fund
as provided in this part. There are hereby appropriated to the Trust
Fund for the fiscal year ending June 30, 1966, and for each fiscal year
thereafter, out of any moneys in the Treasury not otherwise appro-
priatadz amounts equivalent to 100 per centum of—

“(1) the taxes imposed by sections 3101 (b) and 3111(b) of the
Internal Revenue Cgt]ie of 1954 with respect to wages reported
to the Secretary of the Treasury or his delegate pursuant to sub-
title F of such Code after December 31, 1965, as determined by
the Secretary of the Treasury by applyinﬁ the applicable rates of
tax under such sections to such wages, which wages shall be cer-
tified by the Secretary of Health, Education, and Welfare on the
basis of records of wages established and maintained by the Sec-
retary of Health, Education, and Welfare in accordance with
such reports; and

“(2) the taxes imposed by section 1401(b) of the Infernal
Revenue Code of 1954 with respect to self-employment income
reported to the Secretary of the Treasury or his delegate on tax
returns under subtitle F of such Code, as determined by the
Secretary of the Treasury by applying the applicable rate of
tax under such section to such self-employment income, which
self-employment. income shall be certified by the Secretary of
Health, Education, and Welfare on the basis of records of self-
employment established and maintained by the Secretary of
Health, Education, and Welfare in accordance with such returns.

The amounts appropriated by the preceding sentence shall be trans-
ferred from time to time from the general fund in the Treasury to
the Trust Fund, such amounts t,ofe determined on the basis of
estimates by the Secretary of the Treasury of the taxes, specified in
the preceding sentence, %mid to or deposited into the Treasury; and
gmper adjustments shall be made in amounts subsequently trans-
erred to the extent prior estimates were in excess of or were less
than the taxes specified in such sentence.

“(b) With respect to the Trust Fund, there is hereby created a
body to be known as the Board of Trustees of the Trust Fund (here-
inafter in this section referred to as the ‘Board of Trustees’) com-
posed of the Secretary of the Treasury, the Secretary of Labor, and
the Secretary of Health, Education, and Welfare, all ex officio. The
Secretary of the Treasury shall be the Managing Trustee of the
Board of Trustees (hereinafter in this section referred to as the
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‘Managing Trustee’). The Commissioner of Social Security shall

serve as the Secretary of the Board of Trustees. The Board of

Trustees shall meet not less frequently than once each calendar year.

It shall be the duty of the Board of Trustees to—

¢ {l; Hold the Trust Fund;

“(2) Report to the Congress not later than the first d?r of
March of each year on the operation and status of the Trust Fund
during the preceding fiscal year and on its expected operation
and status guring the current fiscal year and the next 2 fiscal

ears;

“(3) Report immediately to the Con, whenever the Board
is of the opinion that the amount of the Trust Fund is unduly
small; and

“(45 Review the general policies followed in managing the
Trust Fund, and recommend changes in such policies, including
necessary changes in the provisions of law which govern the
way in which the Trust Fund is to be mana%'ed.

The report provided for in paragraph (2) shall include a statement
of the assets of, and the dishbursements made from, the Trust Fund
during the preceding fiscal year, an estimate of the expected income
to, and disbursements to be made from, the Trust Fund during the
current fiscal year and each of the next 2 fiscal years, and a state-
ment of the actuarial status of the Trust Fund. Such report shall be
printed as a House document of the session of the Congress to which
the report is made.

“(e) It shall be the duty of the Managing Trustee to invest such
portion of the Trust Fund as is not, in his judgment, required to meet
current withdrawals. Such investments may be made only in
interest-bearing obligations of the United States or in obligations

aranteed as to both principal and interest by the United States.

or such purpose such obligations may be acquired (1) on original
issue at the issue price, or (2) by purchase of outstanding obligations
at the market price. The purposes for which obligations of the

Tnitéd States may be issued ;];Eer the Second Liberty Bond Act, as
amended, are hereby extended to authorize the issuance at par of
public-debt, obligations for purchase by the Trust Fund. Such
obligations issued for purchase by the Trust Fund shall have maturi-
ties fixed with due regard for the needs of the Trust Fund and shall
bear interest at a rate equal to the average market yield (computed
by the Manaq‘m Trustee on the basis of market quotations as of the
end of the calendar month next preceding the date of such issue) on
all marketable interest-bearing obligations of the United States then
forming a part of the public debt which are not due or callable until
after the expiration of 4 years from the end of such calendar month;
except that where such average market yield is not a multiple of one-
eighth of 1 per centum, the rate of interest on such obligations shall
be the multiple of one-eighth of 1 per centum nearest such market
yield. The Managing Trustee may I;urchase other interest-bearing
obligations of the United States or obligations guaranteed as to bot
principal and interest by the United States, on original issue or at the
market Frica, only where he determines that the purchase of such
other obligations is in the public interest.

“(d) Any obligations acquired by the Trust Fund (exceEt public-
debt obligations issued exclusively to the Trust Fund) may be sold by
the Managing Trustee at the market price, and such public-debt
obligations may be redeemed at par plus accrued interest.
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“(e) The interest on, and the proceeds from the sale or redemption
of, any obligations held in the Trust Fund shall be credited to and
form a part of the Trust Fund. i

“(£) (1) The Managing Trustee is directed to pay from time to
time from the Trust %iund into the Treasury the amount estimated
by him as taxes imposed under section 3101(b) which are subject to
refund under section 6413(02( of the Internal Revenue Code of 1954
with respect to wages paid after December 31, 1965. Such taxes shall
be determined on the basis of the records of wages established and
maintained by the Secretary of Health, Education, and Welfare in
accordance with the wages reported to the Secretary of the Treasury
or his delegate pursuant to subtitle F of the Internal Revenue Code
of 1954, and the Secretary of Health, Education, and Welfare shall
furnish the Managing Trustee such information as may be required
by the Managing Trustee for such purpose. The payments by the
Managing Trustee shall be covered into the Treasury as repayments
to the account for refunding internal revenue collections.

“(2) Repayments made under paragraph (1) shall not be available
for expenditures but shall be carried to the surplus fund of the
Treasury. If it subsequently appears that the estimates under such
paragraph in any particular period were too high or too low, appro-
priate adjustments shall be made by the Managing Trustee in future
ps.?rments.

*(g) There shall be transferred periodically (but not less often
than once each fiscal year) to the Trust Fund from the Federal
Old-Age and Survivors Insurance Trust Fund and from the Federal
Disability Insurance Trust Fund amounts equivalent to the amounts
not previously so transferred which the Secretary of Health, Educa-
tion, and Welfare shall have certified as overpayments (other than
amounts so certified to the Railroad Retirement Board) pursuant
to section 1870(b) of this Act. There shall be transferred periodi-
cally (but not less often than once each fiscal year) to the Trust
Fund from the Railroad Retirement Account amounts equivalent
to the amounts not previously so transferred which the Secretary of
Health, Education, and Welfare shall have certified as overgayments
ti)1 t}jf Railroad Retirement Board pursuant to section 1870(b) of
this Act.

“(h) The Managing Trustee shall also pay from time to time
from the Trust Fund such amounts as the Secretary of Health, Edu-
cation, and Welfare certifies are necessary to make the payments
provigied for by this part, and the payments with respect to admin-
istrative expenses in accordance with section 201(g) (1).

“Parr B—SuPPLEMENTARY MEDICAL INSURANCE BENEFITS FOR THE
AceD

“ESTABLISHMENT OF SUPPLEMENTARY MEDICAL INSURANCE PROGRAM FOR
THE AGED

“Suc. 1831. There is hereby established a voluntary insurance pro-
gram to provide medical insurance benefits in accordance with the
provisions of this part for individuals 65 years of age or over who
elect to enroll under such program, to be financed from premium
payments by enrollees to%;ther with contributions from funds ap-
propriated by the Federal Government.
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“SCOPE OF BENEFITS

“Sec. 1832. (a) The benefits provided to an individual by the in-
surance program established by tﬁis part shall consist of—

“(1) entitlement to have payment made to him or on his
behalf (subject to the provisions of this part) for medical and
?%mr haédth services, except those descrigad in paragraph (2)

; an
. “(2) entitlement to have payment made on his behalf (sub-
ject to the provisions of this part) for—
b A]; home health services for up to 100 visits during a
calendar year; and
_“(B) medical and other health services (other than physi-
cians’ services unless furnished by a resident or intern of a
hospital) furnished by a provider of services or by others
under arrangements with them made by a provider of
Services.
“(b) For definitions of ‘spell of illness’, ‘medical and other health
services’, and other terms used in this part, see section 1861.

“PAYMENT OF BENEFITS

“Sec. 1833. (a) Subject to the succeeding provisions of this sec-
tion, there shall be paid from the Federal Supplementary Medical
Insurance Trust Fund, in the case of each individual who is covered
under the insurance program established by this part and incurs
expenses for services with respect to which benefits are payable under
this part, amounts equal to—

“(1) in the case of services described in section 1832(a) (1)—
80 percent of the reasonable charges for the services; except that
an organization which provides medical and other health services
(or arranges for their availability) on a Erepayment basis may
elect to be paid 80 percent of the reasonable cost of services for
which payment may be made under this part on behalf of indi-
viduals enrolled in such organization in lieu of 80 percent of the
reasonable charges for such services if the organization under-
takes to charge such individuals no more than 20 percent of such
reasonable cost plus any amounts payable by them as a result of
subsection (b); and

“(2) in the case of services described in section 1832 (a) (2)—
80 percent of the reasonable cost of the services (as determined
under section 1861(v)). ;

“(b) Before applying subsection (a? with respect to expenses
incurred by an inﬁnﬂdual during any calendar year, the total amount
of the expenses incurred by such individual during such year (which
would, except for this subsection, constitute incurred expenses from
which benefits payable under subsection (a) are determinable) shall
be reduced by a deductible of $50; except that (1) the amount of the
deductible for such calendar year as so determined shall first be reduced
by the amount of any expenses incurred by such individual in the last
three months of the preceding calendar year (or regarded under clause
(2) as incurred in such preceding year with respect to services fur-
nished in such last three month? an :I]:plied toward such individual’s
deductible under this section for such preceding year, and (2) the
amount of any deduction imposed under section 1813(&.5 (2) (A) with
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res) to outpatient hospital diagnostic services furnished in any
ca.lmr year agn.ll be regarded as an incurred expense under this part
for such year. o) ) -

“(e) Notwithstanding any other provision of this part, with respect
to expenses incurred in any calendar year in connection with the treat-
ment. of mental, psychoneurotic, and personality disorders of an indi-
vidual who is not an inpatient of a hospital at the time such expenses
are incurred, there shaH be considered as incurred expenses for pur-
poses of subsections (a) and (b) only whichever of the following
amounts is the smaller:

“(1) $312.50, or

. gg; 6214 percent of such expenses.

“(d) No If{zymant may be made under this part with respect to
any services furnished an individual to the extent that such individual
is entitled (or would be entitled except for section 1813 other than
subsection (a) (2) (A) thereof) to have payment made with respect to
such services under part A.

“(e) No payment shall be made to any provider of services or other
person under this part unless there has furnished such informa-
tion as may be necessary in order to determine the amounts due such
provider or other person under this part for the period with respect
to which the amounts are being paifF or for any prior period.

Y IMITATION ON HOME HEALTH SERVICES

“Skc. 1834. (a) Payment under this part may be made for home
health services furnished an individual during any calendar year only
for 100 visits during such year. The number of visits to be charged for
purposes of the limitation in the preceding sentence, in connection
with items and services described in section 1861(m), shall be deter-
mined in accordance with regulations.

“(b) For purposes of subsection (a), home health services shall
be taken into account only if payment under this part is or would be
except for this section or the failure to comply with the request and
certification requirements of or under section 1835(a), made with
respect to such services.

“PROCEDURE FOR PAYMENT OF CLAIMS OF PROVIDERS OF SERVICES

“Sec. 1835. (a) Payment for services described in section 1832(a)
(2) furnished an individual may be made only to providers of services
which are eligible therefor under section 1866 ( af, and only if—

. “(1) written request, signed by such individual except in cases
in which the Secretary finds it impracticable for the mdividual
to do so, is filed for such payment in such form, in such manner,
within such time, and by such person or persons as the Secretary
may by regulations prescribe; and
“(2) a physician certifies (and recertifies, where such services
are furnished over a period of time, in such cases, with such
frequency, and accompanied by such supporting material, appro-
ggate to the case involved, as may be provided by regulations)
b=
“(A) in the case of home health services (i) such services
are or were required because the individual 1s or was con-
fined to his home (except when receiving items and services
referred to in section 1861 (m) (7) ) and needed skilled nursing
care on an intermittent basis, or physical or speech therapy,
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(i1) a plan for furnishing such services to such individual has

been established and is periodically reviewed by a physician,

and (iii) such services are or were furnished while tff: indi-

vidual is or was under the care of a physician ; and

“(B) in the case of medical and other health services, such

services are or were medically required.
To the extent provided by regulations, the certification and recertifica-
tion requirements of paragraph (2) shall be deemed satisfied wher
at a later date, a physician makes a certification of the kind provide?
in subparagraph (A) or (B) of paragraph (2) (whichever would
have appliedf, but only where such certification is accompanied b
such medical and other evidence as may be required by su
regula.tions.

‘(b) No payment may be made under this part to any Federal
provider of services or other Federal agency, except a provider of
services which the Secretary determines 1s providing services to the
public generally as a community institution or agency; and no such
payment may be made to any provider of services or other person for
any item or service which such provider or person is obligated by a
law of, or a contract with, the United States to render at public
expense.

“ELIGIBLE INDIVIDUALS

“Skc. 1836. Every individual who—

“(1) has attained the age of 65,and

“(2) (A) is a resident of the United States, and is either (i) a
citizen or (ii) an alien lawfully admitted for permanent residence
who has resided in the United States continuously during the 5
years immediately preceding the month in which he applies for
enrollment under this part, or (B) is entitled to hospital insurance
benefits under part A,

is eligible to enroll in the insurance program established by this part.

“ENROLLMENT PERIODS

“Sec. 1837, ( agl An individual may enroll in the insurance program
established by this part only in such manner and form as may be
prescribed by regulations, and only during an enrollment period pre-
scribed in or under this section. A 2

“(b) (1) No individual may enroll for the first time under this part
more than 3 years after the close of the first enrollment period during
which he coufd have enrolled under this part.

“(2) Anindividual whose enrollment under this part has terminated
may not enroll for the second time under this part unless he duves so
in a general enrollment period (as provided in subsection (e)) which
begins within 3 years after the effective date of such termination. No
individual may enroll under this part more than twice.

“(c) In the case of individuals who first satisfy paragraphs (1)
and (2) of section 1836 before January 1, 1966, the initial general
enrollment period shall begin on the first day of the second month
which begins after the date of enactment of this title and shall end on
March 31, 1966. For purposes of this subsection and subsection (d),
an individual who satisfies paragraph (2) of section 1836 solely b
reason of subparagraph (B) thereof shall be treated as satisfying suc:
paragraph (2) on the first day on which he is (or on filing applica-
tion would be) entitled to hospital insurance benefits under part A.

“(d) In the case of an individual who first satisfies pamgrlzlphs (1)
and (2) of section 1836 on or after January 1, 1966, his initial enroll-
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ment period shall begin on the first day of the third month before the
month in which he satisfies such paragraphs and shall end seven
months later.

“(e) There shall be a general enrollment period, after the period
described in subsection (c), during the period beginning on October
1 and ending on December 31 of each ogg-numbered year beginning
with 1967.

“COVERAGE PERIOD

“Skc. 1838. (a) The period during which an individual is entitled to
benefits under the insurance program established by this part (herein-
after referred to as his ‘coverage period’) shall begin on whichever of
the following is the latest:

“El) uly 1, 1966; or

“(2) (A) in the case of an individual who enrolls pursuant to
subsection (d) of section 1837 before the month in which he first
satisfies paragraphs (1) and (2) of section 1836, the first day of
such month, or

“(B) in the case of an individual who enrolls pursuant to such
subsection (d) in the month in which he first satisfies such para-
ﬁmphs, the first day of the month following the month in which

e so enrolls, or

“(C). in the case of an individual wiro enrolls pursuant to such
subsection (d) in the month following the month in which he first
satisfies such paragraphs, the first day of the second month follow-
in% the month in which he so enrolls, or

(D) in the case of an individual who enrolls pursuant to such
subsection (d) more than one month following the month in which
he satisfies such para hs, the first day of the third month fol-
lowing the month in which he so enrolls, or

“(E) in the case of an individual who enrolls pursuant to sub-
section (e) of section 1837, the July 1 following the month in
which he so enrolls.

“(b) An individual’s coverage period shall continue until his enroll-
ment has been terminated—

“(1) by the filing of notice, during a general enrollment
period described in section 1837 (e), that the individual no longer
wishes to participate in the insurance program established by this
part, or

“(2) for nonpayment of premiums.

The termination of a coverage period under paragraph (1) shall
take effect at the close of December 31 of the year in which the notice
is filed. The terminatiou of a cove::;ige period under paragraph (2)
shall take effect on a date determined under regulations, w ic% may
be determined so as to provide a grace period (not in excess of 90
days) in which overdue premiums may be paid and coverage
continued.

“(c) No payments may be made under this part with respect to
the expenses of an individual unless such expenses were incurred by
such individual during a period which, with respect to him, is a cover-
age period.

“AMOUNTS OF PREMIUMS

“Sro. 1839. (a) The monthly premium of each individual enrolled

under this part for each month Eefora 1968 shall be $3.

“(b) (1) The monthly premium of each individual enrolled under
this part for each month after 1967 shall be the amount determined

under paragraph (2).
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“(2) The Secretar[])reshall, between July 1 and October 1 of 1967
and of each odd-numbered year thereafter, determine and promulgate
the dollar amount which shall be apph'cabie for premiums for months
oceurring in either of the two succeeding calendar years. Such dollar
amount shall be such amount as the Secretary estimates to be necessary
so that the aggregate premiums for such two succeeding calendar years
will equal one-half of the total of the benefits and administrative costs
which he estimates will be payable from the Federal Supplementary
Medical Insurance Trust Funtf for such two succeeding calendar years,
In estimating aggregate benefits payable for any period, the Secretary
shall include an approgriate amount for a contingency margin.

“(c) In the case of an individual whose coverage period began
pursuant to an enrollment after his initial enrollment period (deter-
mined pursuant to subsection (¢) or (d) of section 1837§),ethe monthly
premium determined under subsection (b) shall be increased by 10

rcent of the monthly premium so determined for each full 12 months
m which he could have been but was not enrolled. For purposes of
the precedin% sentence, there shall be taken into account (1) the
months which elapsed between the close of his initial enrollment
period and the close of the enrollment period in which he enrolled,
plus (in the case of an individual who enrolls for a second time) (2)
the months which elapsed between the date of the termination of his
first coverage period and the close of the enrollment period in which
he enrolled for the second time.

“(d) If any monthly premium determined under the foregoing
provisions of this section is not a multiple of 10 cents, such premium
shall be rounded to the nearest multiple of 10 cents.

“PAYMENT OF PREMIUMS

“SEc. 1840.&(‘&) (1) In the case of an individual who is entitled to
monthly benefits under section 202, his monthly premiums under
this part shall (except as provided in subsection (d)) be collected by
deducting the amount thereof from the amount of such monthly bene-
fits. Such deduction shall be made in such manner and at such times
as the Secretary shall by mﬁulat.ion prescribe.

“(2) The Secreb:}? of the Treasugr shall, from time to time, trans-
fer from the Federal Old-Age and Survivors Insurance Trust Fund
or the Federal Disability Insurance Trust Fund to the Federal Sup-
plementary Medical Insurance Trust Fund the aggregate amount
deducted under paragraph (1) for the period to which such transfer
relates from benefits tmger section 202 which are payable from such
Trust Fund. Such transfer shall be made on the basis of a certification
by the Secretary of Health, Education, and Welfare and shall be
appropriately adjusted to the extent that prior transfers were too great

“(b) (1) In the case of an individual who is entitled to receive for
a month an annuity or pension under the Railroad Retirement Act of
1987, his monthly premiums under this part shall (except as provided
in subsection ( d{) be collected by deducting the amount thereof from
such annuity or pension. Such deduction shall be made in such man-
ner and at such times as the Secretary shall by regulations prescribe.
Such ations shall be Erescribed only after consultation with the
Railroad Retirement Board. { X

“(2) The Secretary of the Treasury shall, from time to time, trans-
fer from the Railroad Retirement Account to the Federal Supple-
mentary Medical Insurance Trust Fund the aggregate amount
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deducted under pnrafmph 81) for the period to which such transfer
relates. Such transfers shall be made on the basis of a certification
by the Railroad Retirement Board and shall be appropriately ad-
justed to the extent that prior transfers were too or too small.

“(c) In the case of an individual who is entitled both to monthly
benefits under section 202 and to an annuity or pension under the
Railroad Retirement Act of 1937 at the time he enrolls under this part,
subsection (a) shall apply so long as he continues to be entitled Eboth
to such benefits and such annuity or pension. In the case of an in-
dividual who becomes entitled to such benefits and such an
annuity or ion after he enrolls under this part, subsection (a)
shall apply if the first month for which he was entitled to such benefits
was the same as or earlier than the first month for which he was en-
titled to such annuity or pension, and otherwise subsection (b) shall

apply.

R(d) If an individual to whom subsection ﬁa) or (b) applies esti-
mates that the amount which will be available for deduction under
such subsection for any premium payment period will be less than the
amount of the montﬁy gmmjums for such period, he may (under
regulations) pay to the Secretary such portion of the monthly pre-
miums for such period as he desires.

“(e) (1) In the case of an individual receiving an annuity under the
Civil Service Retirement Act, or other Act administered by the Civil
Service Commission providing retirement or survivorship protection,
to whom neither subsection (a) nor subsection (b) applies, his monthly
premiums under this part (and the monthly premiums of the spouse
of such individual under this part if neither subsection (a) nor sub-
section (b) applies to such spouse and if such individual agrees) shall,
upon notice from the Secretary of Health, Education, and Welfare to
the Civil Service Commission, be collected by deducting the amount
thereof from each installment of such annuity. Such deduction shall
be made in such manner and at such times as the Civil Service Com-
mission may determine. The Civil Service Commission shall furnish
such information as the Secretary of Health, Education, and Welfare
may reasonably request in order to carry out his functions under this
part with respect to individuals to whom this subsection applies.

“(2) The Secretary of the Treasury shall, from time to time, but
not less often than quarterly, transfer from the Civil Service Retire-
ment and Disabilitx Fund, or the account (if any) applicable in the
case of such other Act administered by the Civil Service Commission,
to the Federal Sugplementary Medical Insurance Trust Fund the

amount deducted under paragraph (1) for the period to
which such transfer relates. Such transfer shall be made on the basis
of a certification by the Civil Service Commission and shall be appro-
priately adjusted to the extent that prior transfers were too great or
too small.

“(f) In the case of an individual who participates in the insurance
program established by this part but with respect to whom none of the
p ing provisions of this section applies, or with respect to whom
subsection (d) applies, the premiums shall be paid to the Secretary at
such ti_x}l)zees, and in such manner, as the Secretary shall by regulations
prescribe.

“(%30 Amounts paid to the Secretary under subsection (d) or (f)
shall be deposited m the Treasury to the credit of the Federal Supple-
mentary Medical Insurance Trust Fund.
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“(h) In the case of an individual who participates in the insurance
program established by this part, premiums shall be payable for the
period commencing with the first month of his coverage period and
ending with the month in which he dies or, if earlier, in which his
coverage under such program terminates.

“FEDERAL SUPPLEMENTARY MEDICAL INSURANCE TRUST FUND

“Sko, 1841, g.& There is hereby created on the books of the Treas-
ury of the United States a trust fund to be known as the ‘Federal Sup-
plementary Medical Insurance Trust Fund’ (hereinafter in this sec-
tion referred to as the ‘Trust Fund’). The st Fund shall consist
of such amounts as may be deposited in, or appropriated to, such fund
as provided in this part.

“(b) With rets]!l)ect to the Trust Fund, there is hereby created a body
to be known as the Board of Trustees of the Trust Fund (hereinafter
in this section referred to as the ‘Board of Trustees’) composed of the
Secretary of the Treasury, the Secretary of Labor, and the Secretary
of Health, Education, and Welfare, all ex officio. The Secretary of
the Treasury shall be the Managing Trustee of the Board of Trustees
(hereinafter in this section referred to as the ‘Ma.nufmg Trustee’).
The Commissioner of Social Security shall serve as the Secretary of
the Board of Trustees. The Board of Trustees shall meet not less
frequently than once each calendar year. It shall be the duty of the
Board of Trustees to—

“(1) Hold the Trust Fund;

“fﬁ?; Report to the Congress not later than the first day of
March of each year on the operation and status of the Trust F%nd
during the preceding fiscal grear and on its expected operation and
status during the current fiscal Kear and the next 2 fiscal years;

“(3) Report immediately to the Congress whenever the Board
is of the opinion that the amount of the Trust Fund is unduly
small; and

“(4) Review the general policies followed in managing the
Trust Fund, and recommend changes in such policies, including
necessary changes in the provisions of law which govern the way
in which the Trust Fund is to be managed.

The report provided for in paragraph (2) shall include a statement
of the assets of, and the disgumements made from, the Trust Fund
during the preceding fiscal year, an estimate of the expected income to,
and disbursements to be made from, the Trust Fund during the current
fiscal year and each of the next 2 fiscal years, and a statement of the
actuarial status of the Trust Fund. Such report shall be printed as a
I-Iogsa document of the session of the Congress to which the report is
made.

“(e) It shall be the duty of the Managing Trustee to invest such
portion of the Trust Fund as is not, in his judgment, required to
meet current withdrawals. Such investments may be made only in
interest-bearing obligations of the United States or in obligations
guaranteed as to both principal and interest by the United States.
For such purpose such obligations may be acquired (1) on original
issue at the issue price, or (2) by purchase of outstanding obligations
at the market price. The purposes for which obligations of the
United States may be issue(}) under the Second Liberty Bond Act
as amended, are hereby extended to authorize the issuance at par of
public-debt obligations for purchase by the Trust Fund. Such
obligations issues for purchase by the Trust Fund shall have matu-
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rities fixed with due regard for the needs of the Trust Fund
and shall bear interest at a rate equal to the ave market yield
(computed Elvl the Managing Trustee on the basis of market quota-
tions as of the end of the calendar month next preceding the date
of such issue) on all marketable interest-bearing obligations of the
United States then forming a part of the public debt which are not
due or callable until after the expiration of 4 years from the end
of such calendar month ; except that where such average market yield
is not a multiple of one-eighth of 1 per centum, the rate of interest
on such obligations shall be the multiple of one-eighth of 1 per cen-
tum nearest such market gield. The L:Fannging Trustee may purchase
other interest-bearing obligations of the United States or obliga-
tions guaranteed as to both principal and interest by the United States,
on original issue or at the market price, only where he determines that
the purchase of such other obligations is in the ﬁlﬁ)lic interest,

“(d) Any obligations acquired by the Trust d (except public-
debt obligations 1ssued exclusively to the Trust Fund) may be sold
bg the Managing Trustee at the market price, and such public-debt
obligations may be redeemed at par plus accrued interest.

“(e) The interest on, and the proceeds from the sale or redemption
of, any obligations held in the Trust Fund shall be credited to and form
a part of the Trust Fund.

“(f) There shall be transferred periodically (but not less often than
once each fiscal year) to the Trust Fund from the Federal Old-Age
and Survivors Insurance Trust Fund and from the Federal Disability
Insurance Trust Fund amounts equivalent to the amounts not pre-
viously so transferred which the Secretary of Health, Education, and
Welfare shall have certified as overpayments (other than amounts
so certified to the Railroad Retirement Board) pursuant to section
1870(b) of this Act. There shall be transfe periodically (but
not less often than once each fiscal year) to the Trust Fund from the
Railroad Retirement Account amounts equivalent to the amounts not
previously so transferred which the Secretary of Health, Education,
and Welfare shall have certified as overpayments to the Railroad
Retirement Board pursuant to section 1870(b) of this Act.

“(g) The Managing Trustee shall pay from time to time from the
Trust Fund such amounts as the Secretary of Health, Education, and
Welfare certifies are necessary to make the payments provided for by
this part, and the payments with respect to administrative expenses in
accordance with seetion 201(g) (1).

“(h) The Managing Trustee shall pay from time to time from the
Trust Fund such amounts as the Secretary of Health, Education, and
Welfare certifies are necessary to pay the costs incurred by the Civil
Service Commission in making deductions pursuant to section 1840(e).
During each fiscal year, or after the close of such fiscal year, the Civil
Service Commission shall certify to the Secretary the amount of the
costs it incurred in making such deductions, and such certified amount
shall be the basis for the amount of such costs certified by the Secretary
to the Managing Trustee.

‘“USE OF CARRIERS FOR ADMINISTRATION OF BENEFITS

“Skc. 1842. (a) In order to provide for the administration of the
benefits under this part with maximum efficiency and convenience for
individuals entitled to benefits under this part and for providers of
services and other persons furnishing services to such individuals, and
with a view to furthering coordination of the administration of the
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benefits under part A and under this part, the Secretary is authorized
to enter into contracts with carriers, including carriers with which

ents under section 1816 are in effect, which will perform some
or all of the following functions (or, to the extent provided in such
contracts, will secure performance thereof by other organizations) ;
and, with respect to any of the following functions which involve pay-
ments for physicians’ services, the Secretary shall to the extent possible
enter into such contracts:

“(1) (A) make determinations of the rates and amounts of pay-
ments required pursuant to this part to be made to providers of
services and other persons on a reasonable cost or reasonable
char%a basis (as may be applicable) ;

“(B) receive, disburse, and account for funds in making such
payments; and

(C) make such audits of the records of providers of services
as may be necessary to assure that proper payments are made
under this part;

e (.éi{l determine compliance with the requirements of sec-
tion 1861 (k) as to utilization review; and

“(B) assist providers of services and other persons who fur-
nish services for which payment may be made under this part in
the development of procedures relating to utilization practices,
make studies of the effectiveness of such procedures a.ndp methods
for their improvement, assist in the application of safeguards
a%a.inst unnecessary utilization of services furnished by providers
of services and other persons to individuals entitled to benefits
under this part, and provide procedures for and assist in arrang-
ing, where necessary, the establishment of groups outside hos-
pitals (meeting the requirements of section 1861 (ll{)) (2)) to make
reviews of utilization;

“(3) serve as a channel of communication of information re-
lating to the administration of this part; and

“(4) otherwise assist, in such manner as the contract may pro-
vide, in discharging administrative duties necessary to carry out
the pu of this part.

“(b) (1) Contracts with carriers under subsection (a) may be en-
tered into without regard to section 3709 of the Revised Statutes or
any other provision of law requiring competitive bidding.

*(2) No such contract shall be entered into with any carrier unless
the Secretary finds that such carrier will perform its obligations under
the contract efficiently and effectively and will meet such requirements
as to financial responsibility, legal authority, and other matters as he
finds pertinent.

“(3) Each such contract shall provide that the carrier—

“(A) will take such action as may be necessary to assure that,
where payment under this part for a service is on a cost basis, the
cost is reasonable cost (as‘determined under section 1861(v));

“(B) will take such action as may be necessary to assure that,
where anmant under this part for a service is on a charge basis,
(i) such charge will be reasonable and not higher than the charge
applicable, for a comparable service and under comparable cir-
cumstances, to the policyholders and subscribers of the carrier, and
(ii) such payment will be made on the basis of a receipted bill, or
on the basis of an assignment under the terms of which the reason-
able charge is the full charge for the service;

“(C) will establish and maintain procedures pursuant to which
an individual enrolled under this part will be granted an oppor-
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tunity for a fair hearing by the carrier when requests for pay-
ment under this part with respect to services furnished him are
denied or are not acted upon with reasonable promptness or when
the amount of such payment is in controversy ;

“(D) will furnish to the Secretary such timely information
and reports as he may find necessary in performing his functions
under this part; and

“(E) will maintain such records and afford such access thereto
as the Secretal;i finds necessary to assure the correctness and
verification of the information and reports under subparagraph
(D) and otherwise to carry out the c{mul'poslas of this part;

and shall contain such other terms and conditions not inconsistent
with this section as the Secretary may find necessary or appropriate.
In determining the reasonable charge for seryices for purposes of this
paragraph, there shall be taken into consideration the customary
charges for similar services generally made by the physician or other
person furnishing such services, as well as the prevailing charges in
the locality for similar services.

“(4) Each contract under this section shall be for a term of at least
one year, and may be made automatically renewable from term to term
in the absence of notice by either party of intention to terminate at
the end of the current term; except that the Secretary may terminate
any such contract at any time (after such reasonable notice and oppor-
tunity for hearing to the carrier involved as he may provide in regula-
tions) if he finds that the carrier has failed substantially to carry out
the contract or is carrying out the contract in a manner inconsistent
with the efficient and effective administration of the insurance program
established by this part.

“(c) Any contract entered into with a carrier under this section shall
provide for advances of funds to the carrier for the making of pay-
ments by it under this part, and shall provide for payment of the cost
of administration of the carrier, as determined by the Secretary to be
necessary and proper for carrying out the functions covered by the
contract.

“(d) Any contract with a carrier under this section may require
such carrier or any of its officers or employees certifying payments or
disbursing funds pursuant to the contract, or otherwise participating
in carrying out the contract, to give surety bond to the United States
in such amount as the Secretary may deem appropriate.

“(e) (1) No individual designated pursuant to a contract under this
section as a certifying officer gln]l, in the absence of gross negligence
or intent to defraud the United States, be liable with respect to any
pazmenta certified by him under this section.

(2) No disbursing officer shall, in the absence of negligence
or intent to defraud the United States, be liable with respect to any
payment by him under this section if it was based upon a voucher
signed by a certifying officer designated as provided in paragraph (1)
of this subsection.

“(3) No such carrier shall be liable to the United States for any
payments referred to in paragraph (1) or (2).

*(f) For purposes of this part, the term ‘carrier’ means—

“(1) with respect to providers of services and other persons,
a voluntary association, corporation, partnership, or other non-
governmental organization which is lawfull engaged in provid-
ing, paying for, or reimbursing the cost of, health services under
group insurance policies or contracts, medical or hospital service
agreements, membership or subscription contracts, or similar

“*Carrier,””
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group arrangements, in consideration of premiums or other
periodic charges payable to the carrier, including a health benefits
plan du.lg sponsored or underwritten by an employee organiza-
tion; an

“(2) with respect to providers of services only, any agency or
organization (not described in paragraph (1)) with which an
agreement is in effect under section 1816.

“STATE AGREEMENTS FOR COVERAGE OF ELIGIBLE INDIVIDUALS WHO
ARE RECEIVING MONEY PAYMENTS TUNDER PUBLIC ASSISTANCE
PROGRAMS

“Sec. 1843. (a) The Secretary shall, at the request of a State made
before January 1, 1968, enter into an agreement. with such State pur-
suant to which all eligii)la individuals in either of the coverage groups
described in subsection (b) (as specified in the agreement) will
enrolled under the program established by this part.

“(b) An agreement entered into with any State pursuant to sub-
section (a) may be applicable to either of the following coverage

ups:
“(1) individuals receiving money payments under the plan of
such State approved under title I or title XVI; or

“(2) individuals receiving money payments under all of the

1%'1}3 of such State approved under titles I, IV, X, XIV, and
]
except that there shall be excluded from any coverage group an
individual who is entitled to monthly insurance benefits under title
or who is entitled to receive an annuity or pension under the Railroad
Retirement Act of 1937.

“(e) For purposes of this section, an individual shall be treated
as an eligible individual only if he is an eligible individual (within
the meaning of section 1836) on the date an agreement covering him
is entered into under subsection (a) or he becomes an eligible indi-
vidual (within the meaning of such section) at any time after such
date and before J. anum'[v;eﬁ, 1968 ; and he shall be treated as receiving
money Fymants deseribed in subsection (b) if he receives such pay-
ments for the month in which the agreement is entered into or any
month thereafter before January 1968.

“(d) In the case of any individual enrolled pursuant to this
section—

“(1) the monthly premium to be paid by the State shall be
determined under section 1839 (without any increase under sub-
section (c) thereof) ;

“(2) his coverage period shall begin on whichever of the fol-
lowing is the latest :

“(A) July 1,1966;
“(B) the first day of the third month following the month
in which the State agreement is entered into;

“(C) the first day of the first month in which he is both an
eligible individual and a member+f a coverage group specified
in gie agreement under this section ; or

“(D) such date (not later than January 1, 1968) as may he

ecified in the agreement; and N

™ (g}; his coverage period attributable to the agreement with the
State under this section shall end on the last day of whichever of
the following first occurs:

“(A) the month in which he is determined by the State
agency to have become ineligible for money payments of a
kind specified in the agreement, or
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“(B) the month preceding the first month for which he
becomes entitled to monthly benefits under title IT or to an
a.nn‘;xity or pension under the Railroad Retirement Act of
1937.

“(e) Any individual whose coverage period attributable to the

State agreement is terminated pursuant to subsection (d)(3) shall
be deemed for pur of this part (including the continuation of
his coveratEe period under this part) to have enrolled under section
183;' in the initial general enrollment period provided by section
1837 (c).
“é) With respect to eligible individuals receiving money pay-
ments under the plan of a State approved under title I, IV, X, XIV,
or XVI, if the ment entered into under this section so provid
the term ‘carrier’ as defined in section 1842(f) also includes State
agency, specified in such agreement, which administers or supervises
the administration of the plan of such State approved under title I,
XVI, or XIX. The agreement shall also contain such provisions as
will facilitate the financial transactions of the State and the carrier
with respect to deductions, coinsurance, and otherwise, and as will lead
to economy and efficiency of operation, with respect to individuals
receiving money payments under plans of the State approved under
titles I, IV, X, XIV, and XVI.

% APPROPRIATIONS TO COVER GOVERNMENT CONTRIBUTIONS AND
CONTINGENCY RESERVE

“Sgc. 1844, (a) There are authorized to be upEBmpriated from time
to time, out of any moneys in the Treasury not otherwise appropriated,
to the Federal Supplementary Medical Insurance Trust Fund, a Gov-
ell;ilment contribution equal to the aggregate premiums payable under
this part.

“(b) In order to assure prompt payment of benefits dpmvidad under
this %a.rt and the administrative expenses thereunder during the early
months of the program established by this part, and to provide a
contingency reserve, there is also authorized to be appropriated, out
of any moneys in the Treasury not otherwise appropriated, to remain
available through the calendar year 1967 for repayable advances
(without interest) to the Trust Fund, an amount equal to $18 multi-
plied by the number of individuals (as estimated by the Secretary)
who could be covered in July 1966 by the insurance program estl;.{)-
lished by this part if they had theretofore enrolled under this part.

“Parr C—MisceLLaNEOUS PROVISIONS
“DEFINITIONS OF SERVICES, INSTITUTIONS, ETC.

“Sxc. 1861. For purposes of this title—
“Spell of Illness

“(a) The term ‘spell of illness’ with respect to any individual means
a period of consecutive da.tzs-—

(1) baﬁmun% with the first day (not included in a previous
spell of illness) (A) on which such individual is furnished in
tient hospital services or extended care services, and (B) which
o:cun:l in a month for which he is entitled to benefits under part
A, an
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“(2) ending with the close of the first period of 60 consecutive
days thereafter on each of which he is neither an inpatient of a
hospital nor an inpatient of an extended care facility.

“Inpatient Hospital Services

. “(b) The term ‘inpatient hospital services’ means the following
items and services furnished to an inpatient of a hospital and (except
as provided in paragraph (3)) by the hospital—

“(1) bed and board;

“(2) such nursing services and other related services, such use
of hospital facilities, and such medical social services as are
ordinarily furnished by the hospital for the care and treatment of
inpatients, and such drugs, biologicals, supplies, appliances, and
equipment, for use in the hospital, as are ordinarily furnished by
such hospital for the care and treatment of inpatients; and

“(3) such other diagnostic or therapeutic items or services,
furnished by the hospital or by others under arrané;tments with
them made by the hospital, as are ordinarily furnished to
inpatients either by such hospital or by others under such arrange-
ments;

excluding, however—

“(4) medical or surgical services provided by a physician, resi-
dent, or intern ; and

“(5) the services of a private-duty nurse or other private-duty
attendant.

Paragraph (4) shall not apply to services provided in the hospital by
an intern or a resident-in-training under a teaching program apf)roved
by the Council on Medical Education of the American Medical Asso-
ciation or, in the case of an osteopathic hospital, approved by the
Committee on Hospitals of the Bureau of ProfassionaFEducation of
the American Osteopathic Association, or, in the case of services in a
hospital or osteopathic hospital by an intern or resident-in-training
in the field of dentistry, approved by the Council on Dental Education
of the American Dental Association.

“Inpatient Psychiatric Hospital Services

“(c) The term ‘inpatient psychiatric hospital services’ means
inpatient hospital services furnished to an inpatient of a psychiatric
hospital.

“Inpatient Tuberculosis Hospital Services

“(d) The term ‘inpatient tuberculosis hospital services’ means in-
atian:l'.hospital services furnished to an inpatient of a tuberculosis
it
“Hospital

“(e) The term ‘hospital’ (except for p ses of section 1814(d),
subsection (a) (2) of this section, n.ra.gmpﬂ (7) of this subsection,
and subsections (i) and (n) of this section) means an institution
WS Dt gaged in providing, by or under th
1) is primarily en in providing, by or under the super-
vision of physicians, to inpatients (A) &iagnostic services and
therapeutic services for medical diagnosis, treatment, and care of
injured, disabled, or sick persons, or ](B) rehabilitation services
for the rehabilitation of injured, disabled, or sick persons;
“(2) maintains clinical records on all patients;
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“(3) has bylaws in effect with respect to its staff of physicians;
“(4) has a requirement that every patient must be under the
care of a physician; ; ]

“(5) provides 24-hour nursing service rendered or supervised
by a registered professional nurse, and has a licensed practical
nurse or registered professional nurse on duty at all times;

“(6) has in effect a hospital utilization review plan which
meets the requirements of subsection (k) ; .

“(7) in the case of an institution in any State in which State
or applicable local law provides for the licensing of hosg)itala,
(A) is licensed pursuant to such law or (B) is ap;];lroved, y the

ncy of such State or locality ible for licensing hos-
pltél.ls, as meeting the standards established for such licensing;
an

“(8) meets such other requirements as the Secretary finds
necessary in the interest of the health and safety of individuals
who are furnished services in the institution, except that such
other requirements may not be higher than the comparable
requirements prescribed for the accreditation of hospitals by the
Joint Commission on Accreditation of Hospitals (subject to the
second sentence of section 1863).

For purposes of subsection (a) (2), such term includes any institution
whicﬂ meets the requirements o paragmph (1) of this subsection.
For purposes of sections 1814(d) (including determination of whether
an individual received inpatient hospital services for purposes of such
section), and subsections (i) and (n) of this section, such term includes
any institution which meets the requirements of paragraphs (1), (2),
(3), (4), (5), and (7) of this subsection. Notwithstanding the pre-
ceding provisions of this subsection, such term shall not, except for
purposes of subsection (a)(2), include any institution which 1s pri-
marily for the care and treatment of mental diseases or tuberculosis
unless it is a tuberculosis hospital (as defined in subsection Sg)) or
unless it is a i}sychiat-ric hospital (as defined in subsection (f)). The
term ‘hospital’ also includes a Christian Science sanatorium operated,
or listed and certified, by the First Church of Christ, Scientist, Boston,
Massachusetts, but only with respect to items and services ordinarily
furnished by such institution to ingatients, and payment may be made
with respect to services provided by or in such an institution only to
such extent and under such conditions, limitations, and requirements
(in addition to or in lieu of the conditions, limitations, and require-
ments otherwise applicable) as may be provided in regulations. For
»rovisions deeming certain requirements of this subsection to be met
n the case of accredited institutions, see section 1865.

“Psychiatric Hospital

“(f) The term ‘psychiatric hospital’ means an institution which—

“(1) is primarily engaged in providing, Iiy or under the super-
vision of a thsiclan, sychiatric services for the diagnosis and
treatment of mentally i1l persons;

“(2) satisfies the requirements of paragraphs (3) through (8)
of subsection (e) ;

“(3) maintains clinical records on all patients and maintains
such records as the Sec finds to be nw to determine
the d and intensity of the treatment provided to individuals
entitled to hospital insurance benefits under part A ;

Post, p. 326.

Ante, p. 296.

315



316

PUBLIC LAW 89-97—JULY 30, 1965 [79 Star.

“(4) meets such staffing requirements as the Secretary finds
necessary for the institution to carry out an active program of
treatment for individuals who are furnished services in the
institution ; and

“(5) isaccredited by the Joint Commission on Accreditation of
Hospitals.

In the case of an institution which satisfies paragraphs (1) and (2) of
the preceding sentence and which contains a distinct part which also
satisfies paragraphs (3&@&116. (4)_of such sentence, such distinct part
shall be considered to be a ‘psychiatric hospital’ if the institution is
accredited by the Joint Commission on Accreditation of Hospitals or
if such distinet part meets requirements equivalent to such accredita-
tion requirements as determined by the Secretary.

“Tuberculosis Hospital

(g) The term ‘tuberculosis hospital’ means an institution which—

“(1) is primarily engaged in providing, by or under the super-

vision of a physician, medical services for the diagnosis and treat-
ment of tuberculosis;

“(2) satisfies the requirements of paragraphs (3) through (8)
of subsection (e);

“(3) maintains clinical records on all patients and maintains
such records as the Secretary finds to be necessary to determine the
degree and intensity of the treatment provided to individuals
covered by the insurance program established by part A;

“(4) meets such staffing requirements as the Secretary finds
necessary for the institution to carry out an active program of
treatment for individuals who are furnished services 1n the insti-
tution; and

“(5) is accredited by the Joint Commission on Accreditation of
Hospitals.

In the case of an institution which satisfies paragraphs (1) and (2)
of the preceding sentence and which contains a distinct part which also
satisfies paragraphs (3) and (4) of such sentence, such distinct part
shall be considered to be a. ‘tuberculosis hospital’ 1f the institution is
accredited by the Joint Commission on Accreditation of Hospitals or
if such distinct part meets requirements equivalent to such accredita-
tion requirements as determined by the Secretary.

“Extended Care Services

“(h) The term ‘extended care services’ means the following items
and services furnished to an inpatient of an extended care facility
and (except as provided in paragraphs (3) and (6)) by such extended
care facility—

“(1) nursing care qrovided by or under the supervision of a
re%'istered rofessional nurse;

(2) and board in connection with the furnishing of such
nursing care;

@ (33 physical, occupational, or speech therapy furnished by the
extended care facility or by others under arrangements with them
made by the facility;

“:E4) mecc}ical socm.ll) s:ir\rices 1;1, l 5

5) su ru iologicals, supplies, appliances, and equip-
ment, furnished g:; use in the extanged care facility, as are om:{;r -
narily furnished by such facility for the care and treatment of
inpatients;

&
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“(6) medical services provided by an intern or resident-in-train-
ing of a hospital with which the facility has in effect a transfer
agreement (meeting the requirements of subsection (1)), under a
teaching program of such hospital zﬁ)proved as provided in the
last sentence of subsection (b),and other diagnostic or therapeutic
services provided by a hospital with which the facility has such an
agreement in effect; and )

“(7) such other services necessary to the health of the patients
as are generally provided by extended care facilities;

excluding, however, any item or service if it would not be included
under subsection (b) if furnished to an inpatient of a hospital.

“Post-Hospital Extended Care Services

“(i) The term ‘post-hospital extended care services’ means extended
care services furnished an individual after transfer from a hospital
in which he was an inpatient for not less than 3 consecutive days before
his discharge from the hospital in connection with such transfer. For
purposes of the preceding sentence, items and services shall be deemed
to have been furnished to an individual after transfer from a hospital
and he shall be deemed to have been an inpatient in the hospital
immediately before transfer therefrom, if he is admitted to the
extended care facility within 14 days after discharge from such hos-
pital; and an individual shall be deemed not to have been discharged
from an extended care facility if, within 14 days after discharge there-
from, he is admitted to such facility or any other extended care facility.

“Extended Care Facility

“(3) The term ‘extended care facility’ means (except for purposes
of subsection (a)(2)) an institution (or a distinet part of an institu-
tion) which has in effect a transfer agreement (meeting the require-
ments of subsection (1)) with one or more hospitals having agreements
in effect under section 1866 and which—

“(1) is primarily enga in providing to inpatients (A)
gkilled nursing care and related services for patients who require
medical or nursing care, or (B) rehabilitation services for the
rehabilitation of injured, disabled, or sick persons;

“(2) has policies, which are developed with the advice of (and
with provision of review of such policies from time to time by) a
group of professional personnel, inc]udinﬁ one or more physicians
and one or more registered professional nurses, to govern the
skilled nursing care and related medical or other services it
provides;

“(3) has a physician, a registered professional nurse, or a
medical staff responsible for the execution of such policies;

= (4&.&) has a requirement that the health care of every patient
must be under the supervision of a physician, and (B) provides

for having a physician available to furnish necessary medical care
in case of amex:gencﬁél

“(5) maintains clinical records on all patients;

“(6) provides 24-hour nursing service which is sufficient to
meet nursing needs in accordance with the policies developed as
provided in paragraph (2), and has at least one mgmtemse pro-
fessional nurse employed full time;

“(7) provides appropriate methods and procedures for the
dispensing and administering of drugs and biologicals;
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“(8) has in effect a utilization review plan which meets the
ra&uimments’ of subsection (k) ;

(9) in the case of an institution in any State in which State
or applicable local law provides for the licensing of institutions of
this nature, (A) is licensed pursuant to such law, or (B) is
approved, by the agency of such State or locality responsible for
licensing institutions of this nature, as meeting the standards
established for such licensing; and

“(10) meets such other conditions relating to the health and
safety of individuals who are furnished services in such institution
or relating to the physical facilities thereof as the Secretary may
find necessary (subject to the second sentence of section 1863) ;

except that such term shall not (other than for purposes of subsection
(a) (2)) include any institution which is primarily for the care and
treatment of mental diseases or tuberculosis. For purposes of subsec-
tion (a)(2), such term includes any institution which meets the
requirements of paragraph (1) of this subsection. The term ‘extended
care facility’ also includes an institution described in paragraph (1) of
subsection (y), to the extent and subject to the limitations provided
in such subsection.
“Utilization Review

“(k) A utilization review plan of a hospital or extended care facility
shall be considered sufficient if it is applicable to services furnished by
the institution to individuals entitled to insurance benefits under this
title and if it provides—

“(1) for the review, on a sample or other basis, of admissions
to the institution, the duration of stays therein, and the profes-
sional services (including drugs and biologicals) furnished, (A)
with respect to the medical necessity of the services, and (B) for
the lEurpose of promoting the most efficient use of available health
facilities and services;

“(2) for such review to be made by either (A) a staff committee
of the institution composed of two or more physicians, with or
without participation of other professional personnel, or (B) a
group outside the institution which is similarly composed and (i)
which is established by the local medical society and some or all of
the hospitals and extended care facilities in the locality, or (ii) if
(and for as long as) there has not been established such a group
which serves such institution, which is established in such other
manner as may be approved by the Secretary ;

“(3) for such review, in each case of inpatient hospital services
or extended care services furnished to such an individual during a
continuous period of extended duration, as of such days of such
period (which may differ for different classes of cases) as may be
specified in ations, with such review to be made as promfgtly
as possible, after each (iay so specified, and in no event later than
one week following such day; and

“(4) for prompt notification to the institution, the individual,
and his attending physician of any finding (made after oppor-
tunity for consultation to such attending physician) by the physi-
cian members of such committee or group that any further stay
in the institution is not medically necessary.

The review committee must be composed as provided in clause (B) of
paragraph (2) rather than as provided in clause (A) of such para-
graph in the case of any hospital or extended care facility where,
because of the small size of the institution, or (in the case of an
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extended care facility) because of lack of an organized medical staff,
or for such other reason or reasons as may be included in regulations,
it is impracticable for the institution to have a properly functioning
staff committee for the purposes of this subsection.

“Agreements for Transfer Between Extended Care Facilities and
Hospitals

“(1) A hospital and an extended care facility shall be considered
to have a transfer agreement in effect if, by reason of a written agree-
ment between them or (in case the two institutions are under common
control) by reason of a written undertaking by the person or body
which controls them, there is reasonable assurance that—

“(1) transfer of patients will be effected between the hospital
and the extended care facility whenever such transfer is medically
appro riate as determined by the attending physician; and

(2) there will be interchange of medical and other informa-
tion necessary or useful in the care and treatment of individuals
transferred between the institutions, or in determining whether
such individuals can be adequately cared for otherwise than in
either of such institutions.

Any extended care facility which does not have such an agreement in
effect, but which is found by a State agency (of the State in which
such facility is situated) with which an agreement under section 1864
is in effect (or, in the case of a State in which no such agency has an
agreement, under section 1864, by the Secretary) to have attempted
in good faith to enter into such an agreement with a hospital suffi-
ciently close to the facility to make feasible the transfer between them
of patients and the information referred to in paragraph (2), shall be
considered to have such an agreement in effect if and for so long as
such agency (or the Secretary, as the case may be) finds that to do so
is in the public interest and essential to assuring extended care services
for persons in the community who are eligible for payments with
respect to such services under this title.

“Home Health Services

“(m) The term ‘home health services’ means the following items
and services furnished to an individual, who is under the care of a
physician, by a home health agency or by others under arrangements
with them made by such agency, under a plan (for ﬁu’nishi.lt)xg‘such
items and services to such individual) established and periodically
reviewed by a physician, which items and services are, except as pro-
vided in paragraph (7), provided on a visiting basis in a place of
residence used as such individual’s home—

“(1) tng.rt—t:h:na or intermittent nursing care provided by or
under the supervision of a registered professional nurse;
“(2) physical, occupational, or speech therapy;
“(3) medical social services under the direction of a physician;
“(4) to the extent permitted in ragllations, part-time or inter-
mittent services of a home health aide;

“(b) medical supplies (other than drugs and biologicals), and
the use of medical ap%ﬂia.noes, while under such a plan;

“(6) in the case of a home health agency which is affiliated
or under common control with a hospital, medical services pro-
vided by an intern or resident-in-training of such hospital, under
a teaching pro of such hospital approved as provid.eti in the
last sentence of subsection (b); and
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“(7) any of the fore%;)ing items and services which are pro-
vided on an outpatient basis, under arrangements made by the
home health agency, at a hospital or extended care facility, or at a
rehabilitation center which meets such standards as may be pre-
scribed in regulations, and—

“(A) the furmishing of which involves the use of equip-
ment of such a nature that the items and services cannot
readily be made available to the individual in such place of
residence, or

“(B) which are furnished at such facility while he is there
to receive any such item or service described in clause (A),

but not including transportation of the individual in connection
with any such item or service;

excluding, however, m}y item or service if it would not be included

under subsection (b) if furnished to an inpatient of a hospital.

“Post-Hospital Home Health Services

“(n) The term ‘post-hospital home health services’ means home
health services furnished an individual within one year after his most
recent discharge from a hospital of which he was an inpatient for not
less than 3 consecutive days or (if later) within one year after his most
recent discharge from an extended care facility of which he was an
inpatient entitled to Payment under part A for post-hospital extended
care services, but only if the plan covering the home health services
(as described in subsection (m)) is established within 14 days after
his discharge from such hospital or extended care facility.

“Home Health Agency

“(o) The term ‘home health agency’ means a public agency or
private organization, or a subdivision of such an agency or orga-
nization, which—

“E 1) is primarily engaged in providing skilled nursing services
and other therapeutic services;

“(2) has policies, established by a group of professional per-
sonnel (associated with the agency or organization), includi %
one or more physicians and one or more registered professiona
nurses, to govern the services (referred to in Para.gmph (IL)
which it provides, and provides for supervision of such services by
a ?hyaicmn or registered professional nurse;

‘(3) maintains clinical records on all patients;

“(4) in the case of an aFency or organization in any State in
which State or applicable local law provides for the licensing of
agencies or organizations of this nature, (A) is licensed pursuant
to such law, or (B) is approved, by the agency of such State or
locality responsible for licensing agencies or o?mizs,tions of this
nat&ure, as meeting the standards established for such licensing;
an -

“(5) meets such other conditions of participation as the Secre-
tary may find necessary in the interest of the health and safety
of individuals who are furnished services by such agency or or-
ganization; y !

except that such term shall not include a private o ization which

is not a nonprofit organization exempt from Federal income taxation

88A Stat. 163.  under section 501 of the Internal Revenue Code of 1954 (or a subdivi-
" sion of such organization) unless it is licensed pursuant to State law

and it meets such additional standards and requirements as may be



79 StAT. ] PUBLIC LAW 89-97-JULY 30, 1965

prescribed in regulations; and except that for purposes of part A such
term shall not include any aﬁ'ancy or organization which £aprimari1y
for the care and treatment of mental diseases.

“Outpatient Hospital Diagnostic Services

“(p) The term ‘outpatient hospital diagnostic services’ means
diagnostic services—

“(1) which are furnished to an individual as an outpatient by a
hospital or l‘?r others under arrangements with them made by a
hospital ; an

“(2) which are ordinarily furnished by such hos]f)ital (or by
others under such arrangements) to its outpatients for the pur-
pose of diagnostic study;

excluding, however—

‘P(ga) any item or service if it would not be included under sub-
section (b) if furnished to an inpatient of a hospital ; and

“(4) any services furnished under such arrangements unless
furnished in the hospital or in other fn.cilitiell;ggemted by or under
the supervision of the hospital or its organized medical staff.

“Physicians’ Services

“(q) The term ‘physicians’ services’ means professional services per-
formed by physicians, including surgery, consultation, and home, office,
and institutional calls (but not including services described in the last
sentence of subsection (b)).

“Physician

“(r) The term ‘physician’, when used in connection with the per-
formance of any function or action, means (1) a doctor of medicine or
osteopathy 1 y authorized to fglrl_t:,t;:toice medicine and surgery by the
State in which he performs such function or action (including a physi-
cian within the meaning of section 1101(3{ (7)), or (2) a doctor of
dentistry or of dental or oral surgery who is y authorized to prac-
tice dentistry by the State in which he performs such function but
only with respect to (A) su r{l related to the jaw or any structure
contiguous to the jaw or (]ﬁet e reduction of any fracture of the
jaw or any facial bone.

“Medical and Other Health Services

“(s) The term ‘medical and other health services’ means any of the
following items or services (unless they would otherwise constitute
inpatient hospital services, extended care services, or home health
services) :

“(1; physicians’ services;

“(2) services and supplies (including drugs and biologicals
which cannot, as determined in accordance with regulations, be
self-administered) furnished as an incident to a physician’s
professional service, of kinds which are commonly furnished
i physicians’ offices and are commonly either rendered without
charge or included in the physicans’ bills, and hospital services
(including drugs and biologicals which cannot, as determined in
accordance with regulations, be self-administered) incident to
physicians’ services rendered to outpatients;

64 Stat, 559,
42 USC 1301,
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“(8) diagnostic X-ray tests, diagnostic laboratory tests, and
other dia ic tests;

“(4) X-ray, radium, and radioactive isotope therapy, including
materials and services of technicians;

“(b) surgical dressings, and splints, casts, and other devices
used for reduction of fractures and dislocations;

“(6) rental of durable medical equipment, including iron
lungs, oxigen tents, hospital beds, and wheelchairs used in the
patient’s home (inciuding an institution used as his home) ;

“(7) ambulance service where the use of other methods of
transportation is contraindicated by the individual’s condition,
but only to the extent provided in regulations;

“(8) prosthetic devices (other than dental) which replace
all or part of an internal body organ, including replacement of
Suﬁ}z!)()ia‘lpim; andb k, and neck b d artificial 1

, arm, back, and neck braces, and artificial legs, arms,
and eyes?%nclud;ng replacements if required because of a change
in the patient’s physical condition.

No diagnostic tests performed in any laboratory which is independent
of a physician’s office or a hospital shall be included within paragraph
(3) unless such laboratory—

“(10) if situated in any State in which State or applicable local
law provides for licensing of establishments of this nature, (A)
is licensed pursuant to such law, or (B) is approved, by the
agency of such State or locality responsible for licensing estab-
lishments of this nature, as meeting the standards established for
such licensing; and

“(11) meets such other conditions relating to the health and
safety of individuals with respect to whom such tests are per-
formed as the Secretary may find necessary.

“Drugs and Biologicals

“(t) The term ‘drugs’ and the term ‘biologicals’, except for pur-
poses of subsection (m)(5) of this section, include only such drugs
and biologicals, res(Pect.lvely, as are included (or approved for inclu-
sion) in the United States Pharmacopoeia, the National Formulary,
or the United States Homeopathic Pharmacopoeia, or in New Dru
or Accepted Dental Remedies (except for any drugs and biologic
unfavorablyhevaluated therein), or as are approved by the pharmacy
and drug therapeutics committee (or equivalent committee) of the
medical staff of the hospital furnishing such drugs and biologicals for
use in such hospital.

“Provider of Services

“(u) The term ‘provider of services’ means a hospital, extended
care facility, or home health agency.

“Reasonable Cost

“(v) (1) The reasonable cost of any services shall be determined
in accordance with regulations establishing the method or methods to
be used, and the items to be included, in determining such costs for
various types or classes of institutions, agencies, and services; except
that in any case to which paragraph (2) or (3) applies, the amount of
the payment determined under such paragraph with respect to the
services involved shall be considered the reasonable cost of such serv-
ices. In prescribing the regulations referred to in the preceding
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sentence, the Secretary shall consider, among other things, the prin-
ciples generally applied bﬁllmtional organizations or establish pre-
payment organizations (which have devalt:lped such princi%les) in com-
puting the amount of payment, to be made by persons other than the
recipients of services, to providers of services on account of services
furnished to such recipients by such providers. Such regulations may
provide for determination of the costs of services on a per diem, per
unit, per capita, or other basis, may provide for using different meth-
ods in different circumstances, may provide for the use of estimates
of costs of particular items or services, and may provide for the use
of charges or a percentage of charges where this method reasonably
reflects the costs. Such ations shall (A) take into account both
direct and indirect costs of providers of services in order that, under
the methods of determining costs, the costs with respect to individuals
covered by the insurance programs established by this title will not be
borne by individuals not so covered, and the costs with respect to
individuals not so covered will not be borne by such insurance pro-
grams, and (B) provide for the making of suitable retroactive cor-
rective adjustments where, for a provider of services for any fiscal

riod, the aggregate reimbursement produced by the methods of

etermining costs proves to be either inadequate or excessive.

“(2)(A) If the bed and board furnished as part of inpatient
hospital services (including inpatient tuberculosis hospital services
and inpatient psychiatric hospital services) or post-hospital extended
care services is in accommodations more expensive than semi-private
accommodations, the amount taken into account for purposes of pay-
ment under this title with respect to such services may not exceed
an amount equal to the reasonable cost of such services if furnished
in such semi-private accommodations unless the more expensive ac-
commodations were required for medical reasons.

“(B) Where a provider of services which has an agreement in effect
under this title furnishes to an individual items or services which are
in excess of or more expensive than the items or services with respect
to which payment may be made under part A or part B, as the case may
be, the Secretary shall take into account for purposes of payment to
such provider of services only the equivalent of the reasonable cost
of (tlhe items or services with respect to which such payment may be
made,

“(3) If the bed and board furnished as part of inpatient hospital
services (including inpatient tuberculosis hospital services and inpa-
tient psychiatric hospital services) or Eost- ospital extended care
services 1s in accommodations other than, but not more expensive than,
semi-private accommodations and the use of such other accommoda-
tions rather than semi-private accommodations was neither at the
request of the patient nor for a reason which the Secretary determines
is consistent with the purposes of this title, the amount of the payment
with respect to such bed and board under part A shall be the reasonable
cost of such bed and board furnished in semi-private accommodations
(determined pursuant to pamgm&h 531) ) minus the difference between
the charge customarily made by the hospital or extended care facility
for bed and board in semi-private accommodations and the charge
customarily made by it for bed and board in the accommodations
furnished.

“(4) For purposes of this subsection, the term ‘semi-private accom-
modations’ means two-bed, three-bed, or four-bed accommodations.
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“Arrangements for Certain Services

“(w) The term ‘arrangements’ is limited to arrangements under
which receipt of payment by the hospital, extended care facility, or
home health agency (whether in its own rigfxt or as agent), with respect
to services for which an individual is entitled to have payment made
under this title, discharges the liability of such individual or any
other person to pay for the services.

“State and United States

“(x) The terms ‘State’ and ‘United States’ have the meaning given
to them by subsections (h) and (i), respectively, of section 210.

“Post-Hospital Extended Care in Christian Science Extended Care
Facilities

“(y) (1) The term ‘extended care facility’ also includes a Christian
Science sanatorium operated, or listed and certified, by the First
Church of Christ, Scientist, ﬁoston, Massachusetts, but only (except
for pu of subsection (a) (2)) with respect to items and services
ordinarily furnished by such an institution to ingmtiants, and payment
may be made with respect to services provided by or in such an insti-
tution only to such extent and under such conditions, limitations, and
m%uirements (in addition to or in lieu of the conditions, limitations,
and requirements otherwise applicable) as may be provided in regula-
t

ions.
“(2) Notwithstandingeany other provision of this title, payment
under part A may not be made for services furnished an individual
in an extended care facility to which paragraph (1) applies unless
such individual elects, in accordance with ations, for a spell of
illness to have such services treated as post-hospital extended care
services for purposes of such part; and payment under part A may not
be made for post-hospital extended care services—
“(A) furnished an individual during such spell of illness in an
extended care facility to which paragraph (1) applies after—
“(i1) such services have been furnished to him in such a
facility for 30 days during such ssglel], or
“(ii) such services have been furnished to him during such
ell in an extended care facility to which such paragraph
oes not apply; or
“(B) furnished an individual during such spell of illness in an
extended care facility to which paragraph (1) (]ijoes not apply after
such services have been furnished to him during such spell in an
extended care facility to which such Xaragraph applies.

“(3) The amount payable under part A for post-hospital extended
care services furnished an individual during any spell of illness in an
extended care facility to which paragraph (1) applies shall be reduced
by a coinsurance amount equal to one—elﬁ.‘t;th of the inpatient hospital
deductible for each day before the 31st on which he is furnished
such services in such a facility during such spell (and the reduction
under th(is paragraph shall be in lieu of any reduction under section
1813(a) (4)).

“(4) )Foz-)purposes of subsection (i), the determination of whether
services furnished by or in an institution described in paragraph (1)
constitute post-hospital extended care services shall be made in accord-
ance with and subject to such conditions, limitations, and requirements
as may be provided in regulations.
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“EXCLUSIONS FROM COVERAGE

“Skc. 1862. (a) Notwithstanding any other provision of this title, no

payment may be made under part A or part B for any expenses

mcurred for items or services—

“(1) which are not reasonable and necessary for the diagnosis
or treatment of illness or injury or to improve the functioning of
a malformed body member;

“(2) for which the individual furnished such items or services
has no legal obligation to pay, and which no other person (by
reason of such individual’s membership in a prepayment plan or
otherwiseguha,s a legal obligation to provide or pay for;

“(3) which are paid for directly or indirectly by a govern-
mental entity (other than under this Act and other than under
a health benefits or insurance plan established for employees of
such an ent.i[t‘g) , except in such cases as the Secretary may specify;

“(4) which are not provided within the United States (except
for emergency inpatient hospital services furnished outside the
United States under the conditions deseribed in section 1814 (f));

“(5) which are required as a result of war, or of an act of war,
occurring after the effective date of such individual’s current
coverage under such part;

“(6) which constitute personal comfort items;

% 7; where such expenses are for routine physical checkups,
eyeglasses or eye examinations for the purpose of prescribing,
fitting, or changing eyeglasses, hearing aids or examinations there-
for, or immunizations;

“(8) where such expenses are for orthopedic shoes or other
supportive devices for the feet;

*(9) where such expenses are for custodial care;

“(10) where such expenses are for cosmetic surgery or are
incurred in connection therewith, except as required for the
glrﬁmpt repair of accidental injury or for improvement of the

ctioning of a malformed body member;

“(11) where such expenses constitute charges imposed by
iﬁnﬁedla;e relatives of such individual or members of his house-

old; or

“(12) where such expenses are for services in connection with
the care, treatment, filling, removal, or replacement of teeth or
structures directly supporting teeth.

“(b) Payment under this title may not be made with respect to any
item or service to the extent that payment has been made, or can
reasonably be ex;i.lected to be made (as determined in accordance with
regulations), with respect to such item or service, under a workmen’s
compensation law or plan of the United States or a State. Any pay-
ment under this title with respect to any item or service shaﬁ ge
conditioned on reimbursement to the appropriate Trust Fund estab-
lished by this title when notice or other information is received that
paylilent. for such item or service has been made under such a law
or plan.

“CONSULTATION WITH STATE AGENCIES AND OTHER ORGANIZATIONS TO
DEVELOP CONDITIONS OF PARTICIPATION FOR PROVIDERS OF SERVICES

“Skc. 1863. In carrying out his functions, relating to determination
of conditions of participation by providers of services, under sub-
sections (e) (8), S ) (4), (g)(4), (j) (10), and (o) (5) of section 1861,
the Secretary shall consult with the Health Insurance Benefits Advis-
ory Council established by section 1867, appropriate State agencies,
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and recognized national listing or accrediting bodies, and may consult
with appropriate local agencies. Such conditions prescribed under
any of such subsections may be varied for different areas or different
classes of institutions or agencies and may, at the request of a State,
provide higher requirements for such State than for other States;
except that, in the case of any State or political subdivision of a State
which imposes higher requirements on institutions as a condition to the
purchase of services (or of certain specified services) in such institu-
tions under a State plan approved under title I, XVI, or XIX, the
Secretary shall impose like requirements as a condition to the yment
for services (or for the services specified by the State or subdivision)
in such institutions in such State or subdivision.

“USE OF STATE AGENCIES TO DETERMINE COMPLIANCE BY PROVIDERS OF
SERVICES WITH CONDITIONS OF PARTICIPATION

“Sec. 1864, (a) The Secretary shall make an agreement with any
State which is able and willing to do so under which the services of
the State health agency or other appropriate State agency (or the
ai)propriate local aﬁlencies) will be utilized by him for the purpose
of determining whether an institution therein is a hospital or extended
care facility, or whether an agency therein is a home health agency,
or whether a laboratory meets the requirements of paragraphs ‘g;LIO)
and (11) of section 1861(s). To the extent that the Secretary finds
it appropriate, an institution or agency which such a State (or local
agency certifies is a hospital, extended care facility, or home healt
agency (as those terms are defined in section 1861) may be treated
as such by the Secretary. The Secretary may also, pursuant to
agreement, utilize the services of State health agencies and other
appropriate State cies Sand the appropriate local agencies) to
do any one or more of the following: (1) to provide consultative serv-
ices to institutions or agencies to assist them (A) to establish and
maintain fiscal records necessary for purposes of this title, or other-
wise to qua.lifﬁ as hospitals, extended care facilities, or home health
agencies, or (B) to provide information which may be necessary to
germit determination under this title as to 'whether payments are

ue and the amounts thereof, and (2) to provide consultative serv-
ices to institutions, agencies, or organizations to assist in the establish-
ment of utilization review procedures meeting the requirements of
section 1861 (k) and in evaluating their effectiveness.

“(b) The Secretary shall pay any such State, in advance or by way
of reimbursement, as may be provided in the agreement with it (and
may make adjustments in such payments on account of overpayments
or underpayments previously made), for the reasonable cost of per-
forming the funections specified in subsection (a), and for the Federal
Hospital Insurance Trust Fund’s fair share of the costs attributable
to the planning and other efforts directed toward coordination of activ-
ities in carrying out its agreement and other activities related to the
provision of services similar to those for which payment may be made
under part A, or related to the facilities and personnel required for
the provision of such services, or related to improving the quality of
such services.

“EFFECT OF ACCREDITATION

“Spo. 1865. Except as provided in the second sentence of section
1863, an institution shall be deemed to meet the requirements of the
numbered paragraphs of section 1861(e) (except paragraph (6)
thereof) if such institution is accredited as a hospital by the Joint
Commission on Accreditation of Hospitals. If such Commission, as



79 StaAT. ] PUBLIC LAW 89-97-JULY 30, 1965

a condition for accreditation of a hospital, requires a utilization review
plan or imposes another requirement which serves substantially the
same purposei)the Secretary is authorized to find that all institutions
so accredited by the Commission comply also with section 1861 (e) (6).
In addition, if the Secretary finds that accreditation of an institution
or agency i)y the American Osteopathic Association or any other
national accreditation body provides reasonable assurance that any
or all of the conditions of section 1861 (e), (j),or (o), as the case ma
be, are met, he may, to the extent he deems it appropriate, treat suc
institution or agency as meeting the condition or conditions with
respect to which he made such finding.

“AGREEMENTS WITH PROVIDERS OF SERVICES

“Skc. 1866. (a)(1) Any provider of services shall be qualified to
pa.rtici{)aba under this t.itﬁs and shall be eligible for payments under
this title if it files with the Secretary an agreement—

“(A) not to charge, except as provided in paragraph (2), an
individual or any other person for items or services for which suc
individual is entitled to have payment made under this title (or
for which he would be so entitled if such provider of services had
complied with the procedural and other requirements under or
pursuant to this title or for which such provider is paid pursuant
to the provisions of section 1814 (e) ), and ,
“(BF to make adequate provision for return (or other disposi-
tion, in accordance with regulations) of any moneys incorrectly
collected from such individual or other person.

“(2) (A) A provider of services may charge such individual or other
person (i) the amount of any deduction or coinsurance amount, imposed
pursuant to section 1813 (a) (1), (a) (2),or (a) (4),section 1833 (b),or
section 1861(y)(8) with respect to such items and services (not in
excess of the amount customarily charged for such items and services
by such }l)rovider), and (ii) an amount equal to 20 per centum of the
reasonable charges for such items and services (not in excess of 20 per
centum of the amount customarily charged for such items and services
by such provider) for which payment is made under Eg.rt B or, in the
case of outpatient hospital diagnostic services, for which payment is
made under part A. the case of items and services described in
section 1833 (c), clause (ii) of the preceding sentence shall be applied
by substituting for 20 percent the proportion which is appropriate
under such section.

“(B) Where a provider of services has furnished, at the request of
such individual, items or services which are in excess of or more
expensive than the items or services with respect to which payment
may be made under this title, such provider of services may also charge
such individual or other person for such more e sive items or
services to the extent that the amount customarily charged by it for
the items or services furnished at such request exceeds the amount
customarily charged by it for the items or services with respect to
which psxmant may be made under this title.

“(C) A provider of services may also charge any such individual
for any whole blood furnished him with respect to which a deductible
is imposed under section 1813(a) (3), except that (i) any excess of
such charge over the cost to such provider for the blood shall be
deducted from any E:yment to such provider under this title, (ii)
no such charge may be imposed for the cost of administration of such
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blood, and (iii) such charge may not be made to the extent such
blood has been replaced on behalf of such individual or arrangements
have been made for its replacement on his behalf.
“(b) An agreement with the Secretary under this section may be
terminated—
“(1) by the provider of services at such time and upon such
notice to the Secretary and the public as may be provided in
regulations, except that notice of more than 6 months shall not

be required, or

“r(e% by the Secretary at such time and upon such reasonable
notice to the provider of services and the public as may be speci-
fied in regulations, but only after the Secretary has determined
( AL%. that such provider of services is not complying substantially
with the provisions of such agreement, or with the provisions of
this title and regulations thereunder, or (B) that such provider
of services no longer substantially meets the aPpIica-ble grovisions
of section 1861, or (C) that such provider of services has failed
to provide such information as the Secretary finds necessary to
determine whether Payments are or were due under this title and
the amounts thereof, or has refused to permit such examination of
its fiscal and other records by or on behalf of the Secretary as may
be necessary to verify such information.

Any termination shall be applicable—

“(3) in the case of inpatient hospital services (including
inpatient tuberculosis hospital services and inpatient psychiatric
hospital services) or post-hospital extended care services, with
respect, to such services furnished to any individual who is admit-
ted to the hospital or extended care facility furnishing such
services on or after the effective date of such termination,

“(4) (A) with respect to home health services furnished to an
individual under a plan therefor established on or after the effec-
tive date of such termination, or (B) if a plan is established before
such effective date, with respect to such services furnished to such
individual after the calendar year in which such termination is
effective, and

“(5) with respect to any other items and services furnished
on or after the effective date of such termination.

“(c) Where an agreement filed under this title by a provider of
services has been terminated by the Secretary, such provij)er may not
file another agreement under this title unless the Secretary finds that
the reason for the termination has been removed and that there is
reasonable assurance that it will not recur.

“(d) If the Secretary finds that there is a substantial failure to make
timely review in accordance with section 1861(k) of long-stay cases in
a hospital or extended care facility, he may, in lieu of terminating his
agreement with such hospital or facility, decide that, with respect to
any individual admitted to such hospital or facility after a subsequent
date specified by him, no payment shall be made under this title for
inpatient hospital services (including inpatient tuberculosis hospital
services and inpatient psychiatric hospital services) after the 20th day
of a continuous period of such services or for post-hospital extended
care services after such day of a continuous period of such care as is
prescribed in or pursuant to regulations, as the case may be. Such
decision may be made effective only after such notice to the hosgital,
or (in the case of an extended care facility) to the facility and the
hospital or hospitals with which it has a transfer agreement, and to
the public, as may be prescribed by regulations, and its effectiveness
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shall terminate when the Secretary finds that the reason therefor has
been removed and that there is reasonable assurance that it will not
recur. The Secretary shall not make any such decision except after
reasonable notice and opportunity for hearing to the institution or
agency affected thereby.

“HEALTH INSURANCE BENEFITS ADVISORY COUNCIL

“Sec. 1867. For the purpose of advising the Secretary on matters of
general policy in the a.&fministra.tion of this title and in the formulation
of ations under this title, there is hereby created a Health Insur-
ance Benefits Advisory Council which shall consist of 16 persons, not
otherwise in the employ of the United States, appointed by the Sec-
retary without regard to the civil service laws. e Secretary shall
from time to time appoint one of the members to serve as Chairman.
The members shall include persons who are outstanding in fields related
to hospital, medical, and otger health activities, and at least one person
who is representative of the general public. Each member shall hold
office for a term of 4 years, except that any member appointed to fill
a vacancy occurring prior to the expiration of the term for which his
predecessor was appointed shall be appointed for the remainder of
such term, and except that the terms of office of the members first
taking office shall expire, as designated by the Secretary at the time
of appointment, four at the end of the first year, four at the end of
the second year, four at the end of the third year, and four at the end
of the fourth year after the date of appointment. A member shall not
be eligible to serve continuously for more than 2 terms. The Secretary
may, at the request of the Council or otherwise, apgint such special
advisory professional or technical committees as may be useful in carry-
ing out this title. Members of the Advisory Council and members of
any such advisory or technical committee, while attending meetings
or conferences thereof or otherwise serving on business of the Advisory
Council or of such committee, shall be entitled to receive compensation
at rates fixed by the Secretary, but not exceeding $100 per day, includ-
ing travel time, and while so serving away from their homes or regular
g}acea of business they may be allowed travel expenses, including per
iem in lieu of subsistence, as authorized by section 5 of the Adminis-
trative Expenses Act of 1946 (5 U.S.C. 73b-2) for persons in the
Government service employed intermittently. The Advisory Council
shall meet as frequentFy as the Secretary deems necessary. Upon
uest of 4 or more members, it shall be the duty of the Secretary to

call & meeting of the Advisory Council.

“NATIONAL MEDICAL REVIEW COMMITTERE

“Sec. 1868, (a) There is hereby created a National Medical Review
Committee (hereinafter in this section referred to as the ‘Committee’)
which shall consist of nine persons, not otherwise in the employ of the
United States, appointed by the Secretary without regard to the civil
service laws. e Secretary shall from time to time a lpoint one of
the members to serve as chairman. The members shall be selected
from among individuals who are representative of organizations and
associations of professional personne? in the field of medicine and other
individuals who are outstanding in the field of medicine or in related
fields; except that at least one member shall be representative of the
general ubqic, and at least a majority of the members shall be physi-
cians. Iach member shall hold office for a term of three years, except
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that any member appointed to fill a vacancy occurring prior to the
expiration of the term for which his predecessor was appointed shall
be appointed for the remainder of such term, and except that the terms
of office of the members first taking office shall expire, as designated by
the Secretary at the time of appointment, three at the end of the first
year, three at the end of the second year, and three at the end of the
thyll‘_(i year after the date of appointment. A member shall not be
ehglble to serve continuously for more than two terms.

(b) Members of the Committee, while attending meetings or con-
ferences thereof or otherwise serving on business of the Committee,
shall be entitled to receive compensation at rates fixed by the Secretary,
but not exceeding $100 per day, including travel time, and while so
serving away from their homes or mg::llar places of business they
may be allowed travel expenses, including per diem in lieu of sub-
sistence, as authorized by section 5 of the Administrative Expenses Act
of 1946 (5 U.S.C. 73b-2) for persons in the Government service
employed int,ermittemt]ixg.1

“(c) It shall be the function of the Committee to study the utiliza-
tion of hospital and other medical care and services for which
payment may be made under this title with a view to recommending
any changes which may seem desirable in the way in which such care
and services are utilized or in the administration of the ﬁograms
established by this title, or in the provisions of this title. e Com-
mittee shall make an annual report to the Secrﬁatal'{I of the results of
its study, including any recommendations it may have with respect
thereto, and such report shall be transmitted promptly by the Secre-
tar:y to the Congress.

“(d) The Committee is authorized to engage such technical assist-
ance as may be required to carry out its functions, and the Secreta
shall, in addition, make available to the Committee such secretari
clerical, and other assistance and such pertinent data obtained an
prepared by the Department of Health, Education, and Welfare as
the Committee may require to carry out its functions.

“DETERMINATIONS ; APPEALS

“Sgc. 1869. (a) The determination of whether an individual is en-
titled to benefits under part A or part B, and the determination of the
amount of benefits under part A, shall be made by the Secretary in
accordance with regulations prescribed by him. g

“(b) Any individual dissatisfied with any determination under
subsection (a) as to entitlement under Simrt A or part B, or as to
amount of benefits under part A where the matter in controversy is
$100 or more, shall be entitled to a hearing thereon by the Secretary
to the same extent as is provided in section 205 (b), and, in the case of a
determination as to entitlement or as to amount of benefits where the
amount, in controversy is $1,000 or more, to judicial review of the
Sacret)ary’s final decision after such hearing as is provided in section
205(g).

“gcg) Any institution or agency dissatisfied with any determination
by the Secretary that it is not a provider of services, or with any
determination described in section 1866(b) (2), shall be entitled to a
hearing thereon by the Secretary (after reasonable notice and oppor-
tunity for hearingg to the same extent as is provided in section 2051()%;
and to judicial review of the Secretary’s final decision after su
hearing as is provided in section 205(g).
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“OVERPAYMENTS ON BEHALF OF INDIVIDUALS

“Sro. 1870. (a) Any payment under this title to any provider of
services or other person with respect to any items or services furnished
any individual shall be regarded as a payment to such individual.

(b) Where— ' e
v (1& more than the correct amount is paid under this title to a
provider of services or other gerson for items or services fur-
nished an individual and the Secretary determines that, within
such period as he may specify, the excess over the correct amount
cannot be recouped from such provider of services or other per-
son, or
“(2) any payment has been made under section 1814(e) to a
provider of services or other person for items or services fur-
nished an individual,
proper adjustments shall be made, under regulations prescribed (after
consultation with the Railroad Retirement Board) by the Secretary,
by decreasing su'bsecﬂzent payments—
“(3) to which such individual is entitled under title IT of this
Act or under the Railroad Retirement Act of 1937, as the case
may be, or
“(4) if such individual dies before such adjustment has been
completed, to which any other individual is entitled under title
II of this Act or under the Railroad Retirement Act of 1937, as
the case may be, with respect to the wages and self-employment
income or the compensation constituting the basis of the benefits
of such deceased individual under title IT of such Act.
As soon as practicable after any adjustment under paragraph (3) or
(4) is determined to be necessary, the Secretary, for purposes of this
section, section 1817 %), and section 1841(f), shall certify (to the
Railroad Retirement Board if the adjustment 1s to be made by decreas-
ing subsequent payments under the Railroad Retirement Act of 1937)
thedamount of the overpayment as to which the adjustment is to be
made,

“(c) There shall be no adjustment as provided in subsection (b)
(nor shall there be recovery) in any case where the incorrect payment
has been made (including payments under section 1814(&5) with
respect to an individual who is without fault and where such adjust-
ment (or recovery) would defeat the purposes of title IT or would be
against ﬁuit.y and good conscience.

“(d) No certifying or disbursing officer shall be held liable for any
amount certified or &mid by him to any provider of services or other
person where the adjustment or recovery of such amount is waived
under subsection (¢) or where adjustment under subsection (b) is not
completed prior to the death of all persons against whose benefits such
adjustment is authorized.

“REGULATIONS

“Sec. 1871. The Secretary shall prescribe such regulations as may
be necessary to carry out the administration of the insurance programs
under this title. en used in this title, the term ‘regulations’ means,

unless the context otherwise requires, regulations prescribed by the
Secretary.
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42 USC 401-425, “APPLICATION OF CERTAIN PROVISIONS OF TITLE II

“Sgc. 1872. The provisions of sections 206, 208, and 216(j), and
of subsections (a), (d), (e), (f), (h), (i), (i), (k), and (1) of sec-
tion 205, shall also a pfy with respect to this title to the same extent
as they are applicable with respect to title IL.

“DESIGNATION OF ORGANIZATION OR PUBLICATION BY NAME

“Spo. 1873. Designation in this title, by name, of any nongovern-
mental organization or publication shall not be affected by change
of name o% such organization or publication, and shall a,prlla y to any
successor organization or publication which the Secretary finds serves
the purpose for which such designation is made.

% ADMINISTRATION

“Spc. 1874. (a) Except as otherwise provided in this title, the
insurance programs established by this title shall be administered
by the Secretary. The Secretary may perform any of his functions
under this title directly, or by contract providing for payment in
advance or by way of reimbursement, and in such installments, as
the Secretary may deem necessary.

“(b) The Secretary may contract with any person, agency, or
institution to secure on a reimbursable basis such special data, actuarial
information, and other information as may be necessary in the carry-
ing out of his functions under this title.

“STUDIES AND RECOMMENDATIONS

“Spc, 1875. (a) The Secretary shall carry on studies and develop
recommendations to be submitted from time to time to the Congress
relating to health care of the aged, including studies and recommenda-
tions concerning (1) the adequacy of existing personnel and facilities

45 nte pp- 291, for health care for purposes of the programs under parts A and B;
2 (2) methods for encouraging the further development of efficient and
economical forms of health care which are a constructive alternative
to inpatient hospital care; and (3) the effects of the deductibles and
coinsurance provisions upon beneficiaries, persons who provide health
services, and the fina,ncinguof the program.
Reports to Con- (b)) The Secretary shall make a continuing study of the operation
s and administration of the insurance programs under parts A and B,
and shall transmit to the Congress annually a report concerning the
np((e}l;s;ti:([);l of such programs.”

(1) an individual was eligible to enroll under section 1837(c)
of the Social Security Act before April 1, 1966, but failed to enroll
before such date, an

(2) it is shown to the satisfaction of the Secretary of Health,
Education, and Welfare that there was good eause for such failure
to enroll before April 1, 1966,

such individual may enroll pursuant to this subsection at any time
before October 1, 1966. The determination of what constitutes good
cause for purposes of the preceding sentence shall be made in accord-
ance with regulations of the Secretary. In the case of any individual
who enrolls pursuant to this subsection, the coverage period (within
the meaning of section 1838 of the Social Security Act) shall begin on
the first day of the 6th month after the month in which he so enrolls.
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TRANSITIONAL PROVISION ON ELIGIBILITY OF PRESENTLY UNINSURED
INDIVIDUALS FOR HOSPITAL INSURANCE BENEFITS

Skc. 103. (a) Anyone who—

1; has attained the age of 65,

2) (A) attained such age before 1968, or (B) has not less
than 3 quarters of coverage (as defined in title I1 of the Social
Security Act or section 5?1} of the Railroad Retirement Act of
1937), whenever acquired, for each calendar year elapsing after
1965 and before the year in which he attained such age,

(8) is not, and upon filing application for monthly insurance
benefits under section 202 of the Social Security Act would not
be, entitled to hospital insurance benefits under section 226 of
such Aect, and is not certifiable as a qualified railroad retirement
beneficiary under section 21 of the Railroad Retirement Act of
1937 (as added by section 105(a) of this Act),

(4) is a resident of the United States (as defined in section
210(1) of the Social Security Act), and is (A) a citizen of the
United States or (B) an alien lawfully admitted for permanent
residence who has resided in the United States (as so defined)
continuously during the 5 years immediately preceding the month
in which he files application under this section, and

&5) has filed an application under this section in such manner
and 1n accordance with such other requirements as may be pre-
scribed in regulations of the Secretary,

shall (subject to the limitations in this section) be deemed, solely for

purposes of section 226 of the Social Security Act, to be entitled to
monthly insurance benefits under such section 202 for each month
inning with the first month in which he meets the requirements of
this subsection and ending with the month in which he dies, or, if
earlier, the month before the month in which he becomes (or upon
filing application for monthly insurance benefits under section 202 of
such Act would become) entitled to hospital insurance benefits under
section 226 or becomes certifiable as a qualified railroad retirement
beneficiary. An individual who would have met the preceding require-
ments of this subsection in any month had he filed apﬂlica.tlon under
paragraph (5) hereof before the end of such month shall be deemed
to have met such requirements in such month if he files such aﬁplica—
tion before the end of the twelfth month following such month. No
application under this section which is filed by an individual more
an 3 months before the first month in which he meets the require-
ments of paragraphs (1), t(.l?), (3), and (4) shall be accepted as an
application for purposes of this section.
b) The provisions of subsection (a) shall not apply to any indi-
vidual who—

(1) is, at the beginning of the first month in which he meets the

uirements of subsection ia} a member of any organization
referred to in section 210(a) (17) of the Social Security Act,

(2), has, prior to the beginning of such first month, been con-
Kicted of any offense listed in section 202 (u) of the Social Security

ct, or

(3) (A) at the beﬁinmng ing of such first month is covered by an
enmﬂmant in a health benefits plan under the Federal Employees
Health Benefits Act of 1959,

(B) was so covered on February 16, 1965, or
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(C) could have been so covered for such first month if he or
some other person had availed himself of opportunities to enroll
in a health benefits plan under such Act and to continue such
enrollment (but this subparagraph shall not apply unless he or
such other person was a Federal employee at any time after
February 15, 1965). -l v

Pa,raﬁmph r(g) shall not a.pplfy;t; the case of any individual for the
month (or any month thereafter) in which cove under such a
health benefits plan ceases (or would have ceased if he had had such
coverage) by reason of his or some other person’s separation from
Federal service, if he or such other person was not (or would not have
been) eligible to continue such coverage after such separation.

(¢) Thereare &uthorizedtobe:s ropriated to the Federal Hospital
Insurance Trust Fund (established by section 1817 of the Social Secu-
rity Act) from time to time such sums as the Secretary deems necessary
for any fiscal year, on account of—

(1) payments made or to be made during such fiscal year from
such Trust Fund under part A of title XVIII of such Act with
respect to individuals who are entitled to hospital insurance
benefits under section 226 of such Act solely by reason of this
section,

(2) the additional administrative expenses resulting or
expected to result therefrom, and

(3) any loss in interest to such Trust Fund resulting from the
payment of such amounts,

in order to place such Trust Fund in the same position at the end of
such fiscal year in which it would have been if the preceding subsec-
tions of this section had not been enacted.

SUSPENSION IN CASE OF ALIENS ; PERSONS CONVICTED OF SUBVERSIVE
ACTIVITIES

Sec. 104, (a) (1) Section 202(t) of the Social Security Act is
amended by adding at the end thereof the following new paragraph:

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

2) Section 202(u) of such Act is amended by striking out “and”
before the phrase “in determining the amount of any such benefit
payable to such individual for any such month,” and inserting after
such phrase “and in determining whether such individual is entitled
to mt}slu,}'ance benefits under part A of title XVIII for any such
month,”.

(b% (1) No payments shall be made under part B of title XVIII of
the Social Security Act with respect to expenses incurred by an
individual during any month for which such individual may not be
paid monthly benefits under title IT of such Act (or for which such
monthly benefits would be suspended if he were otherwise entitled
thereto{ by reason of section 202(t) of such Act (relating to suspen-
sion of benefits of aliens who are outside the United States).

(2) An individual who has been convicted of any offense under (A)
d;:f)mr 37 (relating to espionage and censorship), chapter 105
(relating to sabotalg-o%, or chapter 115 (relating to treason, sedition,
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and subversive activities) of title 18 of the United States Code, or 3133
section 4, 112, or 113 of the Internal Security Act of 1950, as amended,
may not enroll under part B of title XVIII of the Social Security Act.

RAILROAD RETIREMENT AMENDMENTS

Sec. 105. (a) (1) The Railroad Retirement Act of 1937 is amended
by adding after section 20 the following new section :

““HOSPITAL INSURANCE BENEFITS FOR THE AGED

“Sec. 21. For the purposes of part A of title XVIII of the Social
Security Act, in order to provide hospital insurance benefits for annui-
tants, pensioners, and certain other aged individuals, the Board shall,
upon request of the Secretary of Health, Education, and Welfare,
certify to the Secretary the name of any individual who has attained
age 65 and who (1) is entitled to an annuity or pension under this
Act, (2) would be entitled to such an annuity had he (i) ceased com-

nsated service and (in the case of a spouse) had such spouse’s hus-

and or wife ceased compensated ser¥ice and (ii) applied for such
annuity, or (3) bears a relationship to an employee which, by reason of
section 3(e) of this Act, has been, or would be, taken into account in
caleulating the amount of an annuity of such employee or his survivors.
Such a certification shall include such additional information as may
be necessary to carlz out the provisions of part A of title XVIII of
the Social Security Act, and shall become effective on the date of certi-
fication or on such earlier date not more than one year prior to the
date of certification as the Board states that such individual first met
the requirements for certification. The Board shall notify the Secre-
tary of the date on which such individual no longer meets the require-
ments of this section.”

(2) For purposes of section 21 of the Railroad Retirement Act of
1937 (and sections 1840, 1843, and 1870 of the Social Security Act),
entitlement to an annuity or pension under the Railroad Retirement
Act of 1937 shall be deemed to include entitlement under the Railroad
Retirement Act of 1935.

(b) (1) Section 3201 of the Internal Revenue Code of 1954 (relatin
to rate of tax on employees under the Railroad Retirement Tax Act
is amended by striking out “the rate of the tax imposed with respect
to wages by section 8101 at such time exceeds the rate provided by
paragraph (2) of such section 3101 as amended by the Social Security
Amendments of 1956” and inserting in lieu thereof “the rate of the
tax imposed with respect to wages by section 3101(a) at such time
exceeds 234 percent (the rate provided by paragraph (2) of section
3101 as amended by the Social Securi endments of 1956)”.

(2) Section 3211 of such Code (relating to the rate of tax on
employee representatives under the Railroad Retirement Tax Aect)
is amended by strikin% out “the rate of the tax imposed with respect
to wages by section 3101 at such time exceeds the rate pmvideé)%cy
paragraph (2) of such section 3101 as amended by the Social Security
Amendments of 1956” and inserting in lieu thereof “the rate of the tax
égpoeed witl} trfapectte to waggg(;: section 810.'Lh(a Q;u sfuch time exgeeds

4 percen e rate provi paragra of section 3101 as
amended by the Social Securi gmendmanlt)s of 1956) ",

(8) Section 3221(b) of such Code (relating to the rate of tax on
employers under the Railroad Retirement Tax Act) is amended by
striking out “the rate of the tax imposed with respect to wages b;
section 3111 at such time exceeds the rate provided by paragraph (2
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of such section 3111 as amended by the Social Security Amendments
of 1956” and inserting in lieu thereof “the rate of the tax imposed with
respect to wa;.ges:ly section 3111(a) at such time exceeds 234 percent
(the rate provided by paragraph (2) of section 3111 as amended by
the Social Security Amendments of 1956)”.

(4) The amendments made by this subsection shall be effective with
respect to compensation paid for services rendered after December 31,
1965.

(¢) For amendments preserving relationship between the railroad
retirement and old-age, survivors, and disability insurance systems, see
section 326 of this Act.

MEDICAL EXPENSE DEDUCTION

Sec. 106. (a) Subsection (a) of section 213 of the Internal Revenue
Code of 1954 (relating to allowance of deduction) is amended to read
as follows:

“(a) Arrowance or Depuction.—There shall be allowed as a dedue-
tion the following amounts, got compensated for by insurance or
otherwise—

“(1) the amount by which the amount of the expenses paid
during the taxable year (reduced by any amount deductible under
paragraph (2)) for medical care of the taxpayer, his spouse, and
dependents (as defined in section 152) ex 3 percent of the

ad.j usted gross income, and

“(2) an amount (not in excess of $150) equal to one-half of

the expenses paid during the taxable year for insurance which
constitutes medical care for the taxpayer, his spouse, and
dependents.”

(b) £i‘eh&a second sentence of section 213 (b) of such Code (relating
to limitation with respect to medicine and drugs) is repealed.

(¢) Section 213 (e) of such Code (relating to definitions) is amended
by renumbering paragraph (2) as paragraph (4), and by striking out
paragraph (1) and inserting in lieu thereof the f’ollowing:

“(1) The term ‘medical care’ means amounts paid—

“(A) for the diagnosis, cure, mitigation, treatment, or pre-
vention of disease, or for the purpose of affecting any struc-
ture or function of the body,

“(B) for transportation primarily for and essential to
medical care referred to in subparagraph (A),or

#(C) for insurance (including amounts paid as premiums
under part B of title XVIII of the Social Security Act, re-
lating to supplementary medical insurance for the aged)
Ctgermg ma(ﬁca:l care referred to in subparagraphs (A) and

i (é) In the case of an insurance contract under which amounts
are payable for other than medical care referred to in subpara-
graphs (A) and (B) of paragraph (1)—

“(A) no amount shall be treated as paid for insurance to
which paragraph (1) (C) applies unless the charge for such
insurance is either separately stated in the contract, or furn-
ished to the policyholder by the insurance company in a
separate statement,

“(B) the amount taken into account as the amount paid
for such insurance shall not exceed such charge, and

“(C) no amount shall be treated as paid for such insurance
if the amount specified in the contract (or furnished to the
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policyholder by the insurance company in a separate state-
ment) as the charge for such insurance is unreasonably large
in relation to the total charges under the contract.

“(3) Subject to the limitations of paragraph (2), premiums
paid during the taxable year by a taxpayer before he attains the
age of 65 for insurance covering medical care (within the meaning
of subparagraphs (A) and (Ig) of paragraph (1)) for the tax-
payer, his spouse, or a dependent after t%faa taxpayer attains the
age of 65 shall be treated as expenses paid during the taxable
year for insurance which constitutes medical care if premiums for
such insurance are payable (on a level payment basis) under the
contract for a period of 10 years or more or until the year in which
the taxpayer attains the age of 65 (but in no case for a period of
less than 5 years).”

(d) (1) Section 213 of such Code (relating to medical, dental, ete.,
expenses) is amended by striking out subsections (¢) and (g) of such
section,

(2) (A) Section 72(m) (5) (A) (i) of such Code (relating to special
rules applicable to employment annuities and distributions under
employee plans) is amended by striking out “section 213(g) (3)” and
inserting in lieu thereof “para.%ra h (% of this subsection”.

(B) Section 72(m) of such Code is further amended by adding at
the end thereof the following new %amgmph:

“(7) MeanNiNG or pisABLED.—For pu of this section, an
individual shall be considered to be disabled if he is unable to en-
gage in any substantial gainful activity by reason of any medically

eterminable ph{lsicul or mental impairment which ca.nie expected
to result in death or to be of long-continued and indefinite dura-
tion. An individual shall not be considered to be disabled unless
he furnishes proof of the existence thereof in such form and
manner as the Secretary or his delegate may require.”

(C) Subparagraphs (.A.)r{iii) and (]gﬁm) of section 72(n) (1)
of such Code (relating to treatment of certain distributions with
respect to contributions by self-employed individuals) are each
amended by striking out “section 213(g) (3)” and inserting in lieu
thereof “subsection (m) (7)”.

(8) Section 79(b) (1) of such Code (relating to group-term life
insurance purchased for employees) is amended by striking out “para-
graph (3) of section 213(g), determined without regard to paragraph
(4) thereof” and inserting in lieu thereof “section 72(m) {)7 o

(4) Section 401(d) (4) (B) of such Code (relating to additional
requirements for qualification of trusts and plans benefiting owner-
employees) is amended by striking out “section 213 (g) (3)” and insert-
ing in lieu thereof “section 72(m) (7).

5) Section 405(b) (1) (D) :13 of such Code (relating to qualified
bond purchase plans) is amended b, iking out “section 213(g) (3)”
and inserting in lieu thereof “section 72(m) (7).

(e) The amendments made by this section shall apply to taxable

years beginning after December 31, 1966.

RECEIPTS FOR EMPLOYEES MUST SHOW TAXES SEPARATELY

Sec. 107. Section 6051(c) of the Internal Revenue Code of 1954
(relating to additional requirements) is amended by adding at the
end thereof the following new sentence: “The statements required
under this section shall also show the proportion of the total amount
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withheld as tax under section 3101 which is for financing the cost of
hospital insurance benefits under part A of title XVIII of the Social
Security Act.”

TECHNICAL AND ADMINISTRATIVE AMENDMENTS RELATING TO TRUST FUNDS

Sec. 108. (a) (1) Section 201(a)(3) of the Social Security Act is
amended by inserting “(other than sections 3101(b) and 3111(b))”
after “chapter 21” each place it appears therein.

(2) Section 201(a) (4) of such Act is amended by insertin%;‘ (other
than section 1401(b))” after “chapter 2” and after “such subchapter
or chapter”.

(8) Section 201(g) (1) of such Act is amended to read as follows:

“(1) (A) There are authorized to be made available for expendi-
ture, out of any or all of the Trust Funds (which for purposes of this
%:;mg‘a.ph shall include also the Federal Hospital Insurance Trust

nd and the Federal ’Su¥ lementary Medical Insurance Trust Fund
established by title XVII 5), such amounts as the Congress may deem
appropriate to )Ea the costs of the part of the administration of this
title and title VZIII for which the Secretary of Health, Education,
and Welfare is responsible, During each fiscal year or after the close
of such fiscal year (or at both times), the Secretary of Health, Educa-
tion, and Welfare shall analyze the costs of administration of this title
and title XVIII during the appropriate part or all of such fiscal year
in order to determine the portion of such costs which should be borne
by each of the Trust Funds and shall certify to the Managing Trustee
the amount, if any, which should be transferred among such Trust
Funds in order to assure that each of the Trust Funds bears its proper
share of the costs incurred during such fiscal year for the part of the
administration of this title and title X VIII for which the Secretary
of Health, Education, and Welfare is responsible. The Managing
Trustee is authorized and directed to transfer any such amount (deter-
mined under the preceding sentence) among such Trust Funds in
accordance with any certification so made.

“(B) The Managing Trustee is directed to ﬁ)a. from the Trust
Funds into the Treasury the amounts estimated yiim which will be
expended, out of moneys appropriated from the general funds in the
Treasury, during each calendar quarter by the Treasury Department
for the part of the administration of this title and title XVIII for
which the Treasury Department is responsible and for the administra-
tion of chapters 2 and 21 of the Internal Revenue Code of 1954. Such
payments shall be covered into the Treasury as repayment to the
account for reimbursement of expenses incurred in connection with
such administration of this title and title XVIII and chapters 2 and 21
of the Internal Revenue Code of 1954.”

(4) Section 201(g) (2) of such Act is amended by inserting after
“the amount estimated by him as taxes” the following: “impoe&q under
section 3101(a)”.

(5) Section 201(h) of such Act is amended by inserting “(other
than seetion 226)” after “this title”,

(b) Section 218(h) (1) of such Act is amended by striking out
“Trust Funds in the ratio in which amounts are appropriated to such
Funds pursuant to subsections (a) (3) and (b) (1) of section 201" and
inserting in lieu thereof “Trust Funds and the Federal Hospital In-
surance Trust Fund in the ratio in which amounts are appropriated
to such Funds pursuant to subsection (a)(3) of section 201, subsec-
tion (b)(1) of such section, and subsection (a) (1) of section 1817,
respectively”.
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(c) Section 1106(b) of such Act is amended by striking out “and
the Federal Disability Insurance Trust Fund” and inserting in lieu
thereof “, the Federal Disability Insurance Trust Fund, the Federal
Hospital Insurance Trust Fund, and the Federal Supplementary Med-
ical Insurance Trust Fund”.

ADVISORY COUNCIL ON SOCIAL SECURITY

Sec. 109. (a) Title VII of the Social Security Act is amended by
adding at the end thereof the following new section :

“ADVISORY COUNCIL ON SOCIAL SECURITY

“Sec. 706. &]Sa) During 1968 and every fifth year thereafter, the
Secretary shall appoint an Advisory Council on Social Security for
the purpose of reviewing the status of the Federal Old-Age and
Survivors Insurance Trust Fund, the Federal Disability Insurance
Trust Fund, the Federal Hospital Insurance Trust Fund, and the
Federal Supplementary Medical Insurance Trust Fund in relation to
the long-term commitments of the old-age, survivors, and disabilit
insurance pro, and the programs under parts A and B of title
XVIII, and of reviewing the scope of coverage and the adequacg of
benefits under, and all other aspects of, these programs, including
their impact on the public assistance programs under this Act.

“(b) Each such Council shall consist of the Commissioner of
Social Security, as Chairman, and 12 other persons, ap'{:l(_)linted by the
Secretary without regard to the civil service laws. e appointed
members shall, to the extent possible, represent organizations of em-
ployers and employees in equal numbers, and represent self-employed
persons and the public.

“(c) (1) Any Council appointed hereunder is authorized to engage
such technical assistance, including actuarial services, as may be re-
quired to carry out its functions, and the Secretary shall, in addition,
make available to such Council such secretarial, clerical, and other
assistance and such actuarial and other pertinent data prepared by the
Department of Health, Education, and Welfare as it may require to
carry out such functions.

}:?2) Alf)pointad members of any such Council, while serving on
business of the C?;;nat&ilb (i&chésive of tr%vel time), shall Ecc:gve olzlm-
pensation at rates y the Secretary, but not exeeedm%' per day
and, while so serving away from their homes or regular places of
business, they may be allowed travel expenses, including per diem in
lieu of subsistence, as authorized by section 5 of the Administrative
Expenses Aci of 1946 t&ﬁ U.S.C. 73b-2) for persons in the Government
amployed intermittently.

“(d) Each such Council shall submit reports of its findings and
recommendations to the Secretary not later than January 1 of the
second year after the year in which it is appointed, and such re
and recommendations shall thereu]iIOn be transmitted to the Congress
and to the Board of Trustees of each of the Trust Funds. The reports
required by this subsection shall include—

“(1) a separate report with respect to the old-age, survivors,
and disability insurance program under title IT and of the taxes
imposed under sections 1401(a), 3101(a), and 3111(a) of the
Internal Revenue Code of 1954,

“2) a se.gnmte report with respect to the hospital insurance
program under part A of title X and of the taxes im by
sections 1401 (bEaElel (b), and 3111(b) of the Internal Revenue
Code of 1954, and
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“(3) a separate report with respect to the supplementary medical
insurance program established I?y part B ufp title XVIII and of
the financing thereof.

After the date of the transmittal to the Congress of the reports required

by this subsection, the Council shall cease to exist.”

(b) Effective January 1, 1966, section 116 (e) of the Social Security

Amendments of 1956 is repealed.

MEANING OF TERM “SECRETARY”

Skc. 110. As used in this Aect, and in the provisions of the Social
Security Act amended by this Act, the term “Secretary”, unless the
context otherwise requires, means the Secretary of Health, Education,
and Welfare.

ROLE OF THE RAILROAD RETIREMENT BOARD IN THE ADMINISTRATION OF
HOSPITAL INSURANCE FOR THE AGED

Skc. 111. (a) The first sentence of section 1874(a) of the Social
Security Act is amended to read as follows: “Except as otherwise pro-
vided in this title and in the Railroad Retirement Act of 1937, the
insurance programs established by this title shall be administered by
the Secretarv.

(b) (1) Section 21 of the Railroad Retirement Act of 1937 (as added
by section 105 of this Act) is amended to read as follows:

“HOSPITAL INSURANCE BENEFITS FOR THE AGED

“Szrc. 21. (a) For the purposes of this section, the Board shall have
the same authority to determine the rights of individuals described in
subsection (b) of this section to have payments made on their behalf
for hospital insurance benefits consisting of inpatient hospital services,
post-hospital extended care services, post-hospital home health services,
and outpatient hospital diagnostic services (all hereinafter referred to
as ‘services’) under section 226, and parts A and C of title X'VIII, of
the Social Security Act as the Secretary of Health, Education, and
Welfare has under such section and such parts with respect to indi-
viduals to whom such section and such parts appli. For purposes of
section 11, a determination with respect to the rights of an individual
under this section shall, except in the case of a provider of services, be
considered to be a decision with ect to an annuity.

“(b) Except as otherwise provided in this section, every individual
who—

“(1) has attained age 65, and

“(2) (A) isentitled to an annuity under this Act, or (B) would
be entitled to such an annuity had he ceased compensated service
and, in the case of a spouse, had such s;ig:ie’s husband or wife
ceased compensated service, or (C) had awarded a pension
under section 6, or (D) bears a relationship to an employee which,
by reason of section 3(e), has been, or would be, taken into account
in caleulating the amount of an annuity of such employee or his
survivors

shall be certified to the Secretary of Health, Education, and Welfare

as a qualified railroad retirement beneficiary under section 226 of the

Social Security Act.

hi (gzm’l‘he Board and the Secretary of Health, Education, and Wel-
fare shall furnish each other with such information, records, and doc-
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uments as may be considered necessary to the administration of this
section or section 226, and part A of title XVIII, of the Social Secu-
rity Act.

4 d) For pur of this section (and sections 1840, 1843, and 1870
of the Social Security Act), entitlement to an annuity or pension
under this Act shall be deemed to include entitlement under the Rail-
road Retirement Act of 1935.

“(e) The rights of individuals described in subsection (b) of this
section to have payment made on their behalf for the services referred
to in subsection (a) of this section but provided in Canada shall be
the same as those of individuals to whom section 226 and part A of
title XVIII of the Social Security Act apply, and this subsection
shall be administered by the Board as if the provisions of section 226
and part A of title X VIII of the Social Security Act were applicable,
as if references to the Secretary of Health, Education, and Welfare
were to the Board, as if references to the Federal Hospital Insurance
Trust Fund were to the Railroad Retirement Account, as if refer-
ences to the United States or a State included Canada or a subdivision
thereof, and as if the provisions of sections 1862(a) (4), 1863, 1864,
1867, 1868, 1869, 1874(b), and 1875 of such title XVIIT were not
included in such title. The yments for services herein provided
for in Canada shall be made from the Railroad Retirement Account
(in accordance with, and subject to, the conditions applicable under
section 10(b) in mnidng payment of other benefits) to the hospital,
extended care facility, or home health agency providing such services
in Canada to individuals to whom subsection ( b%) of this section applies,
but only to the extent that the amount of payments for services other-
wise hereunder provided for an individual exceeds the amount pay-
able for like services provided pursuant to the law in effect in the
place in Canada where such services are furnished. For the purposes
of section 9 of this Act, any overpayment under this subsection shall
be treated as if it were an overpayment of an annuity.”

(2) Section 5(1{1){ (2) of such Act is amended—

(A) by striking out subparagraphs (A) and (B) and redesig-
nating subparagraphs (C), (D), and (E) as subparagraphs (A%,
(Be, and (C), respectively;

B) by striking out the second sentence and the last sentence of
subdivision (i) of the subparagraph redesignated as subpara-
graph (A) by subparagraph 35{) of this paragraph; and b;r
stnEm' ing out from such subdivision (i) “the Retirement Account”
and inserting in lieu thereof “the Railroad Retirement Account
(hereinafter termed ‘Retirement Account’)”;

(C) by adding at the end of the subparagraph redesignated as
subparagraph (A) by subparagraph (A) of this paragraph the
following new subdivision :

“(iii) At the close of the fiscal year ending June 30, 1966, and
each fiscal year thereafter, the Board and the Secretary of Health,
Education, and Welfare shall determine the amount, if any,
which, if added to or subtracted from the Federal Hospital
Insurance Trust Fund, would place such fund in the same position
in which it would have been if service as an emplayee after m-
ber 31, 1936, had been included in the term ‘employment’ as
defined in the Social Security Act and in the Federal Insurance

Contributions Act. Such determination shall be made no later ol

than June 15 following the close of the fiscal year. If such
amount is to be added to the Federal Hospital Insurance Trust
Fund, the Board shall, within ten days after the determination,
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certify such amount to the Secretary of the Treasury for transfer
from the Retirement Account to the Federal Hospital Insurance
Trust Fund; and if such amount is to be subtracted from the
Federal Hospital Insurance Trust Fund the Secretary of Health,
Education, and Welfare shall, within ten days after the deter-
mination, certify such amount to the Secretary of the Treasury
for transfer from the Federal Hospital Insurance Trust Fund to
the Retirement Account. The amount so certified shall further
include interest (at the rate determined under subparagraph (B)
for the fiscal year under consideration) payable from the close of
such fiscal year until the date of certification.”;

(D) by striking out “aubpara,gra%h (D)” where it appears in
the subparagraph redesignated as subparagraph (A) by subpara-
graph (A) of this paragraph, and inserting in lieu thereof “sub-
paragraph (B)”;

(E) by striking out “subparagraphs (B) and (C)” where it
appears in the subparagrap esignated as subparagraph (B)

subfparagraph (A%l of this paragraph and inserting in lien
thereof “subparagraph (A)”; and
(F) by amending the subparagraph redesignated as subpara-
ﬁph ((I‘.,) by subparagraph (A) of this paragraph to read as
ollows:

“(C) The Secretary of the Treasury is authorized and directed to
transfer to the Federal Old-Age and Survivors Insurance Trust Fund
the Federal Disability Insurance Trust Fund, or the Federal Hoapita.f
Tnsurance Trust Fund from the Retirement Account or to the Retire-
ment Account from the Federal Old-Age and Survivors Insurance
Trust Fund, the Federal Disability Insurance Trust Fund, or the
Federal Hospital Insurance Trust Fund, as the case may i)e, such
amounts as, from time to time, may be determined by the Board and the
Secretary of Health, Education, and Welfare pursuant to the gﬁvi-
sions of subpa ph (A), and certified by the Board or the Secre-
tary of Health, Education, and Welfare for transfer from the Retire-
ment Account or from the Federal Old-Age and Survivors Insurance
Trust Fund, the Federal Disability Insurance Trust Fund, or the
Federal Hospital Insurance Trust Fund.”

(e) (1) Section 3201 of the Internal Revenue Code of 1954 (relati
to rate of tax on employees under the Railroad Retirement Tax Agg
is amended by striking out “section 3101(a)” and inserting in lieu
thereof “section 3101(a) plus the rate imposed by section 3101(b)”.

(2) Section 3211 of such Code (relating to the rate of tax on em-
ployee representatives under the Rail Retirement Tax Act} is
amended by striking out “section 3101(a)” and mg.ertmg in lien
thereof “section 3101 (a) plus the rate imposed by section 3101(b)”.

(3) Section 3221(b) of such Code (relating to the rate of tax on em-
ployers under the Railroad Retirement Tax Act) is amended by strik-
ing out “section 3111(a)” and inserting in lieu thereof “section 3111
(a) plus the rate imposed by section 3111(b)”. .

( 4§ Section 1401(b) (as amended by section 321 of this Act) of such
Code (relating to the rate of tax under the Self-Employment Contri-
butions Act) is amended by striking out the last sentence.

(5) Section 3101(b) of such Code (relating to the rate of tax on
employees under the Federal Insurance Contributions Act) is amended
by striking out ¥, but without regard to the provisions of paragraph
(9) thereof insofar as it relates to employees”.
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( BR Section 3111(b) of such Code (relating to the rate of tax on
employers under the Federal Insurance Contributions Act) is amended
by striking out “, but without regard to the provisions of paragraph
(9) thereof insofar as it relates to employees”. .

(d) There are authorized to be a.ppmg)riated to the Federal Hospital
Insurance Trust Fund (established by section 1817 of the Social
Security Act) from time to time such sums as the Secretary deems
necessa.r{ for any fiscal year, on account of—

(1) Tpayments made or to be made during such fiscal year from
such Trust Fund under part A of title XVIII of such Act with
respect to individuals who are qualified railroad retirement bene-
ficiaries (as defined in section 226(c) of such Act) and who are
not, and upon filing s,gp}ication for monthly insurance benefits
under section 202 of such Act would not be, entitled to such benefits
if service as an employee (as defined in the Railroad Retirement
Act of 1937) after December 31, 1936, had been included in the
term “employment” as defined in the Social Security Act,

(2) the additional administrative expenses resulting or
expected to result therefrom, and

(8) any loss of interest to such Trust Fund resulting from the
payment of such amounts

in order to place such Trust Fund in the same position at the end of
such fiscal year in which it would have been if the individuals
described in paragraph (1) had not been entitled to benefits under
part A of title X of the Social Security Act.

(e) (1) The amendments made by the preceding provisions of this
section shall aﬂply to the calendar year 1966 or to any subsequent
calendar year, but onli if the requirement in paragraph (2) has been
met with respect to such calendar year.

(2) The requirement referred to in paragraph %1) shall be deemed
to have been met with respect to any calendar year if, as of the October 1
immediately preceding such calendar year, the Railroad Retirement
Tax Act provides that the maximum amount of monthly compensation
taxable under such Act during all months of such calendar year will
be an amount equal to one-twelfth of the maximum wages which the
Federal Insurance Contributions Act provides may be counted for
such calendar year.

Parr 2—GrANTS TO STATES FOR MEDICAL ASSISTANCE PROGRAMS
ESTABLISHMENT OF PROGRAMS

Sec. 121. (a) The Social Secun% Act is amended by adding at the
end thereof (after the new title IT added by section 102) the
following new title:

“TITLE XIX—GRANTS TO STATES FOR MEDICAL
ASSISTANCE PROGRAMS

“ APPROPRIATION

“Seo. 1901. For the dgurpose of enabling each State, as far as prac-
ticable under the conditions in such State, to furnish (1) medical
assistance on behalf of families with d dent children and of aged,
blind, or permanently and totally disabled individuals, whose income
and resources are insufficient to meet the costs of necessary medical
services, and (2) rehabilitation and other services to help such fam-
ilies and individuals attain or retain capability for independence or
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self-care, there is hereby authorized to be appropriated for each fiscal
Year a sum sufficient to carry out the purposes of this title. The sums
made available under this section shall be used for making gayments
to States which have submitted, and had approved by the Secretary
of Health, Education, and Welfare, State plans for medical assistance.

“STATE PLANS FOR MEDICAL ASSISTANCE

“Seo. 1902. (a) A State plan for medical assistance must—

“(1) provide that it shall be in effect in all political subdi-
visionf.h of the State, and, if administered by them, be mandatory
upon them;

¢ (12) rovide for financial participation by the State equal to
not less than 40 per centum of the non-Federal share of the expend-
itures under the plan with respect to which payments under sec-
tion 1903 are authorized by this title; and, effective July 1, 1970.
provide for financial participation by the State equal to all o
such non-Federal share or provide for distribution of funds from
Federal or State sources, for carrying out the State plan, on an

ualization or other basis which will assure that the lack of
adequate funds from local sources will not result in lowerinﬁ the
amount, duration, scope, or quality of care and services available

unc‘l(er)the plag; : . e

*(3) provide for granting an opportunity for a fair heari
before tﬁe State agency to any indiw%?m.l whose claim for medic[ﬁ
assistance under the plan is denied or is not acted upon with
reasonable promptness;

“(4) provide such methods of administration (including
methods relating to the establishment and maintenance of per-
sonnel standards on a merit basis, except that the Secretary shall
exercise no authority with respect to the selection, tenure of office,
and compensation of any individual employed in accordance with
such methods, and including provision for utilization of profes-
sional medical personne] in the administration and, where admin-
istered locally, supervision of administration of the plan) as are
found by the E'&ecretary to be necessary for the proper and efficient
operation of the plan;

“(5) either provide for the establishment or designation of a

ingle State agency to administer the plan, or provide for the
establishment or designation of a single State agency to supervise
the administration of the plan, except that the determination of
eligibility for medical assistance under the plan shall be made by
the State or local ‘}l%eucy administering the State plan approved

Bt under title I or X (ﬁnsofs,r as it relates to the aged) ;

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

“(7) provide safeguards which restrict the use or disclosure of
information con: applicants and recipients to purposes di-
rectly connected with %ﬁe administration of the plan; !

“(8) provide that all individuals wishing to make application
for madgcal assistance under the plan shall have opportunity to
do so, and that such assistance shall be furnished with reasonable
promptness to all eligible individuals;
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“(9) provide for the establishment or designation of a State
authority or authorities which shall be responsible for establishing
and maintaining standards for private or public institutions in
which recipients of medical assistance under the plan may receive
care or services; / ; 3

“(1(2 rovide for making medical assistance available to all
indivi wﬁa receiving aid or assistance under State plans ap-
proved under titles I, IV, X, X1V, and XVI; and— ;

“(A) provide that the medical assistance made available
to individuals receiving aid or assistance under any such
State plan—

“(i) shall not be less in amount, duration, or sco
than the medical assistance made available to individ-
uals receiving aid or assistance under any other such
State plan, and

“(ii) shall not be less in amount, duration, or sco
than the medical or remedial care and services made
available to individuals not receiving aid or assistance
under any such plan; and

“(B) if medical or remedial care and services are included
for any groug of individuals who are not receiving aid or
agsistance under any such State plan and who do not meet
the income and resources requirements of the one of such
State plans which is appropriate, as determined in accord-
ance with standards praecri%ed by the Secretary, provide—

“(i) for making medical or remedial care and serv-
ices available to all individuals who would, if needy, be
eligible for aid or assistance under any such State plan
and who have insufficient (as determined in accordance
with comparable standards) income and resources to
meet the costs of necessary medical or remedial care and
services, and

“(i1) that the medical or remedial care and services
made available to all individuals not receiving aid or
assistance under any such State plan shall be equal in
amount, duration, and scope;

except that the making available of the services described in
pamgraph (4) or (14) of section 1905(a) to individuals meet-

mg the age m?luirement prescribed therein shall not, by reason of
this pnmgmt;i1 (122{1 require the making available of any such
services, or making available of such services of the same

amount, duration, and scope, to individuals of any other ages;

“(11) provide for entering into cooperative arrangements
with the State agencies responsible for administering or super-
vising the administration of health services and vocational
rehabilitation services in the State looking toward maximum
utilization of such services in the provision of medical assistance
under the plan;

“(12) provide that, in determining whether an individual is
blind, there shall be an examination by a physician skilled in
the diseases of the eye or by an optometrist, whichever the
individual may select ;

“(13) provide for inclusion of some institutional and some
noninstitutional care and services, and, effective July 1, 1967,
provide (A) for inclusion of at least the care and services listed
m clauses (1) through (5) of section 1905(a), and (B) for

49-850 O-66—25
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payment of the reasonable cost (as determined in accordance
with standards approved by the Secretary and included in the
plan) of inpatient hospital services provided under the plan;

“(14) provide that (A) no deduction, cost sharing, or similar
charge will be imposed under the plan on the individual with
respect to inpatient hospital services furnished him under the
plan, and (B) any deduction, cost sharing, or similar charge
mmposed under the plan with respect to any other medical
assistance furnished him thereunder, and any enrollment fee,
premium, or similar charge imposed under the plan, shall be
reasonably related (as determined in accordance with standards
approved by the Secretary and included in the plan) to the
recipient’s income or his income and resources;

“(15) in the case of eligible individuals 65 years of age or
older who are covered by either or both of the insurance programs
established by title X VIII, provide—

“(A) for meeting the full cost of any deductible imposed
with respect to any such individual under the insurance pro-
gram established by part A of such title; and

“(B) where, under the plan, all of any deductible, cost
sharing, or similar charge imposed with respect to any such
individual under the insurance program established by part
B of such title is not met, the portion thereof which is met
shall be determined on a basis reasonably related (as deter-
mined in accordance with standards approved by the Secre-
tary and included in the plan) to such individual’s income or
his income and resources;

“(16) provide for inclusion, to the extent required by regula-
tions prescribed by the Secretary, of provisions (conforming to
such regulations) with respect to the furnishing of medical assist-
ance under the plan to individuals who are residents of the State
but are absent therefrom;

“(17) ineclude reasonable standards (which shall be comparable
for all groups) for determining eligibility for and the extent of
medical assistance under the plan which fA) are consistent with
the objectives of this title, (B) provide for taking into account
only such income and resources as are, as determined in accord-
ance with standards prescribed by the Secretary, available to the
applicant or recipient and (in the case of any applicant or recipi-
ent who would, if he met the requirements as to need, be eligible
for aid or assistance in the form of money payments under. a State

lan approved under title I, IV, X, XI%, or XVI) as would not

e disregarded (or set aside for future needs) in determining his
eligibility for and amount of such aid or assistance under such
plan, (Cg provide for reasonable evaluation of any such income
or resources, and (D) do not take into account the financial respon-
sibility of any individual for any applicant or recipient of assist-
ance under &e plan unless suc{'n applicant or recipient is such
individual’s spouse or such indjviduaﬁs child who is under age 21
or is blind or permanently and totally disabled ; and provide for
flexibility in the application of such standards with res%eect to
income by taking into account, except to the extent prescribed by
the Secretary, the costs (whether in the form of insurance pre-
miums or otherwise) incurred for medical care or for any other
type of remedial care recognized under State law;
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“(18) provide that no lien may be imposed against the property
of any )individual prior to his death on account of medical assist-
ance paid or to be paid on his behalf under the gla.n (except
pursuant to the judgment of a court on account of benefits in-
correctly paid on behalf of such individual), and that there shall
be no adjustment or recovery (except, in the case of an individual
who was 65 years of age or older when he received such assistance,
from his estate, and then only after the death of his survivi
spouse, if any, and only at a time when he has no mmg:ﬁ chil
who is under age 21 or is blind or permanently and t dis-
abled) of any medical assistance correctly paid on behalf of such
individual under the plan;

“(19) provide such saf rds as may be necessary to assure
that eli 'ﬁi]jty for care and services under the plan will be deter-
mined, and such care and services will be provided, in a manner
consistent with simplicity of administration and the best inter-
ests of the recipients;

“(20) if the State plan includes medical assistance in behalf of
individuals 65 years of age or older who are patients in institutions
for mental diseases—

“(A) provide for having in effect such agreements or other
glrrangemem&s: wihth State authorities (iollwlﬁled with mental

iseases, and, where appropriate, with such instituti as
may be necessary for ca ?ng out the State plan, inctl)siing
arrangements for joint planning and for development o
alternate methods of care, arrangements providing assurance
of immediate readmittance to institutions where needed for
individuals under alternate plans of care, and arrangements
providing for access to patients and facilities, for furnishing
information, and for making reports;

“(B) provide for an individual plan for each such patient
to assure that the institutional care provided to him is in his
best inte including, to that end, assurances that there will
be initial and periodic review of his medical and other needs,
that he will be given appropriate medical treatment within
the institution, and that there will be a periodical determi-
nation of his need for continued treatment in the institution;

“(C) provide for the development of alternate plans of
care, making maximum utilization of available resources, for
recipients 65 years of age or older who would otherwise need
care in such institutions, including appropriate medical treat-
ment and other aid or assistance; for services referred to in
section 35&) (4) (A) (i) and (ii) or section 1603(a) (4) (A)
(i) and (ii) which are appropriate for such recipients and
for such patients; and for methods of administration neces-
sary to assure that the responsibilities of the State cy
under the State plan with respect to such recipients and such
patients will be effectively carried out; and

“(D) provide methods of determining the reasonable cost
of institutional care for such patients;

“(21) if the State plan includes medical assistance in behalf of
individuals 65 years of age or older who are patients in public
institutions for mental diseases, show that the State is making
satisfactory progress toward developing and implementing a com-
prehensive mental health p including provision for utiliza-
tion of community mental ealth centers, nursing homes, and
other alternatives to care in public institutions for mental dis-
eases; and
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“(22) include descriptions of (A) the kinds and numbers of pro-
fessional medical personnel and supporting staff that will be used
in the administration of the plan and of the responsibilities they
will have, (B) the standards, for private or pubfi?_: institutions in
which recipients of medical assistance under the plan may receive
care or services, that will be utilized by the State authority or
authorities responsible for establishing and maintaining such
standards, (S(Q the cooperative arrangements with State health
agencies and State vocational rehabilitation agencies entered into
with a view to maximum utilization of and coordination of the
provision of medical assistance with the services administered or
supervised by such agencies, and (D) other standards and methods
that the State will use to assure that medical or remedial care and
s&m:iices provided to recipients of medical assistance are of high
quality.

Notwithstanding paragraph (5), if on January 1, 1965, and on the date

on which a State submits its plan for approvs,f under this title, the

State agency which administered or supervised the administration of

the plan of such State approved under title X (or title X VI, insofar as

it relates to the blind) was different from the State agency which
administered or supervised the administration of the State plan
approved under title I (or title X VI, insofar as it relates to the aged),
the State agency which administered or supervised the administration
of such plan approved under title X (or title X VT, insofar as it relates
to the blind) may be designated to administer or supervise the admin-
istration of the portion of the State plan for medical assistance which
relates to blind individuals and a different State agency may be estab-
lished or designated to administer or supervise the administration of
the rest of the State plan for medical assistance; and in such case the
part of the plan which each such agency administers, or the adminis-

tration of which each such agency supervises, shall be regarded as a

separate plan for purposes of this title (except for purposes of

paragraph (10)). :

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

“(1) an age requirement of more than 65 years; or

“(2) effective July 1,1967, any age requirement which excludes
any individual who has not attained the age of 21 and is or would,
except for the provisions of section 406(a)(2), be a dependent
child under title IV; or 3 S

%(3) any residence requirement which excludes any individual
who resides in the State; or 5 %

“(4) any citizenship requirement which excludes any citizen
of the United States. ,

“(c) Notwithstanding subsection (b), the Secretary shall not
approve any State plan for medical assistance if he determines that
the approval and operation of the plan will result in a reduction in aid
or assistance (other than so much of the aid or assistance as is pro-
vided for under the plan of the State approved under this tltle()l
provided for eligible individuals under a plan of such State approve
under title I, IV, X, XIV, or XVL
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“PAYMENT TO STATES

“Sgc. 1903. (a) From the sums appropriated therefor, the Secre-
tary (except as otherwise provided in this section and section 1117)
shgl pay to each State which has a plan approved under this title,
for each quarter, beginning with the quarter commencing January 1,
1966—

“(1) an amount equal to the Federal medical assistance per-
centage (as defined in section 1905(b)) of the total amownt
ended during such quarter as medical assistance under the
State planv_fhlcluding expenditures for premiums under part B
of title X VIII, for individuals who are recipients of money pay-
ments under a State plan approved under title I, IV, X, XTIV,
or XVI, and other insurance premiums for medical or any other
tyee of remedial care or the cost thereof) ; plus
(2) an amount equal to 75 per centum of so much of the sums
expended during such quarter (as found necessary by the Secre-
tary for the proper and efficient administration of the State plan)
as are attributable to compensation or training of skilled profes-
sional medical personnel, and staff directly supporting such per-
sonnel, of the State agency (or of the loca a.%ency administering
the State plan in the political subdivision) ; plus
“(3) an amount equal to 50 per centum of the remainder of the
amounts expended during such quarter as found necessary by the
Secretary for the proper and efficient administration of the State

lan.
« E) Notwithstanding the preceding provisions of this section, the
amount determined under sucE provisions for any State for any quar-
ter which is attributable to expenditures with respect to individuals
65 years of age or older who are patients in institutions for mental
diseases shall %aid only to the extent that the State makes a showir:f
satisfactory to the Secretary that total expenditures from Federal,
State, and local sources for mental health services (including pay-
ments to or in behalf of individuals with mental health problems)
under State and local public health and public welfare programs for
such quarter exceed the average of the total expenditures g‘rom such
sources for such services under such programs for each quarter of the
fiscal year ending June 30, 1965. For purposes of this subsection,
expenditures for such services for each quarter in the fiscal year endin
June 30, 1965, in the case of any State shall be determined on the basis
of the latest data, satisfactory to the Secretary, available to him at the
time of the first determination by him under this subsection for such
State; and expenditures for such services for any quarter beginning
after December 31, 1965, in the case of any State shall be determined
on the basis of the latest data, satisfactory to the Secretary, available
to him at the time of the determination under this subsection for such
State for such quarter; and determinations so made shall be conclusive
for purpoeses of this subsection.

b (I::) 1) If the Secretary finds, on the basis of satisfactory informa-
tion furnished by a State, that the Federal medical assistance percent-
age for such State applicable to any quarter in the period beginning
January 1, 1966, and ending with the close of June 30, 1969, is less
than 105 per centum of the Federal share of medical expenditures
by the State during the fiscal year ending June 30, 1965 (as determined
under paragraph (2)), then 105 per centum of such Federal share
shall be the Federal medical assistance percent (instead of the
percentage determined under section 1905(b)) ﬂ-f%i' such State for
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such quarter and each quarter thereafter occurring in such Eeriod and
priolg t(I)) ithe first quarter with respect to which such a finding is not
applicable. :

‘(2) For purposes of paragraph (1), the Federal share of medical
expenditures by a State gaunng the year ending June 30, 1965,

means the percentage which the excess of—
“(A) the total of the amounts determined under sections 3
42 USC 303,603, 403, 1003, 1403, and 1603 with respect to expenditures by such
e State during such year as aid or assistance under its State plans
a[:Proved under titles I, TV, X, XTIV, and X VI, over
(B) the total of the amounts which would have been deter-
mined under such sections with respect to such expenditures dur-
ing such year if expenditures as aid or assistance in the form of
medical or any other type of remedial care had not been counted,
is of the total expenditures as aid or assistance in the form of medical
or 9,13' other type of remedial care under such plans during such year.

“(d) ( 1} Prior to the beginning of each quarter, the Secretary shall
estimate the amount to which a State will be entitled under subsections
(a), (b), and (¢) for such quarter, such estimates to be based on
(A) a report filed by the State containing its estimate of the total
sum to be expended in such quarter in accordance with the provisions
of such subsections, and stating the amount appropriated or made
available by the State and its political subdivisions for such expendi-
tures in such quarter, and if such amount is less than the State’s
proportionate share of the total sum of such estimated expenditures,
the source or sources from which the difference is expected to be
derived, and (B) such other investigation as the Secretary may find
netmsar;lr:

“(2) The Secretary shall then pay to the State, in such installments
as he may determine, the amount so estimated, reduced or increased
to the extent of any ovar(i)ayment or underpayment which the Secre-
tary determines was made under this section to such State for any
E:ior quarter and with respect to which adjustment has not already

en made under this subsection,

“(3) The pro rata share to which the United States is equitabl
entitled, as determined by the Secretary, of the net amount recove
during any quarter by the State or any political subdivision thereof
with respect to medical assistance furnished under the State plan
shall be considered an overpayment to be adjusted under this
subsection.

“(4) Upon the making of any estimate by the Secretary under this
subsection, any appropriations available for payments under this
section shall be deemed obligated.

“(e) The Secretary shall not make payments under the preceding
Povislons of this section to any State unless the State makes a satis-

actory showing that it is making efforts in the direction of broaden-
ing the scope of the care and services made available under the plan
and in the direction of liberalizing the eligibility requirements for
medical assistance, with a view toward fumisﬁqing July 1, 1975, com-
prehensive care and services to substantially all individuals who meet
the plan’s eligibility standards with respect to income and resources,
including services to enable such individuals to attain or retain inde-
pendence or self-care.
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“OPERATION OF STATE PLANS

“Skc. 1904, If the Secretary, after reasonable notice and_opportunitg
for hearing to the State agency administering or supervising the ad-
ministration of the State E}fm approved under this title, fin
“(1) that the plan has been so changed that it no longer com-
plies with the provisions of section 1902; or f .
“(2) that in the administration of the plan there is a failure
to comply substantially with any such provision;
the Secretary shall notify such State cy that further payments
will not be made to the State (or, in his discretion, that payments will
be limited to categories under or parts of the State plan not affected
by such failure), until the Secretary is satisfied that there will no
longer be any such failure to comﬁl . Until he is so satisfied he shall
e no further payments to such State (or shall limit pagments to
categories under or parts of the State plan not affected by such
failure).
“DEFINITIONS

“Sro. 1905. For p of this title—
“(a) The term ‘medical assistance’ means payment of part or all
of the cost of the following care and sérvices %1 rovided in or after
the third month before the month in whic tﬂe recipient makes
application for assistance) for individuals who are—
“(i) under the age of 21
“(il) relatives specified in section 406(b)(1) with whom a
child is living if such child, except for section 406&&) (2),is (or
would, if needy, be) a dependent child under title IV,

“(ii1) 65 years of age or plder,

“(iv) blind, or
di: vi)°d18 years of age or older and permanently and totally

but whose income and resources are insufficient to meet all of such

“(1) inpatient hos;;ital services (other than services in an
institution for tuberculosis or mental diseases) ;

“(2) outpatient hospital services;

“(3) other laboratory and X-ray services;

“(4) skilled nursing home services (other than services in an
institution for tuberculosis or mental diseases) for individuals
21 Jears of age or older;

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

_“(6) medical care, or any other type of remedial care -

nized under State law, furnished by licensed practitioners within
the scope of their practice as defined by State law;
: g ho;nzte he;lth care services;

priv. uty nursing services;
“(9) clinic services;
2 10} dental services;

an

“(11) physical therapy and related services;

12) prescribed drugs, dentures, and prosthetic devices: and

eyeglasses prescribed by a physician in diseases of the

eye or by an optometrist, whichever the individual may select;
“(13) other diagnostic, screening, preventive, and rehabilitative

services;
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_ “(14) inpatient hosg)ita.l services and skilled nursing home serv-
ices for individuals 65 years of or over in an institution for
tuberculosis or mental diseases; an

“(15) any other medical care, and any other I:jsrpe of remedial
care recognized under State law, specified by the Secretary;

except that such term does not include—

“(A) any such payments with respect to care or services for
any individual who is an inmate of a public institution (except as
a patient in a medical institution) ; or

‘(B) any such payments with respect to care or services for
any individual who has not attained 65 years of and who is
a patient in an institution for tuberculosis or mental diseases.

e bLeThe term ‘Federal medical assistance percentage’ for any State

shall be 100 per centum less the State percentage; and the State per-

centage aha.]lpbe that percentage which bears the same ratio to 45 per
centum as the square of the per capita income of such State bears to
the square of the per capita income of the continental United States
(including Alaska) and Hawaii; except that (1) the Federal medical
assistance tage shall in no case be less than 50 per centum or
more than 83 per centum, and (2) the Federal medical assistance per-
centage for Puerto Rico, the Virgin Islands, and Guam shall be 55 per
centum. The Federal medical assistance percentage for any State
_ shall be determined and promulgated in accordance with the provisions
72 et 1050, of subparagraph (B) of section 1101 (a) (8) ; except that the Secretary
i promulgate such percentage as soon as possible after the enact-
Eent. of this title, v:}l;.i p.rgclin begir'gfirlllg sh}ll be coxiclizgie‘ée foE eacclll‘ of
e six quarters in the period | anuary 1, , and ending
with the close of June 30, 1967.”
(b) No afment may be made to any State under title I, IV, X,
42 usc 301 et XTIV, or XRT of the Social Security Act with respect to aid or assist-
i ance in the form of medical or any other type of remedial care for
Ante, p. 343.  any period for which such State receives payments under title XIX
of such Aect, or for any period after December 31, 1969.
(¢) (1) Effective January 1, 1966, section 1101(a) (1) of the Social
16 ot a0e  Security Act is amended by striking out “and XVI” and inserting in
42 usC 1301,  lieu thereof “X VT, and XIX”.
B (2) Section 1109 of such Act is amended to read as follows:
“AMOUNTS DISREGARDED NOT TO BE TAKEN INTO ACCOUNT IN DETERMINING
ELIGIBILITY OF OTHER INDIVIDUALS

“Src. 1109. Any amount which is disregarded (or set aside for
future needs) in determining the eligibilitg of and amount of the aid
or assistance for any individual under a State plan approved under
title I, IV, X, XTIV, XVI, or XIX shall not be taken nto considera-
tion in determining the eligibility of and amount of aid or assistance
for any other individual under a State plan approved under any other
of such titles.”

79 Sts Ik (8) Effective January 1, 1966, section 1115 of such Act is amended
T by striking out “or XVI”, “or 1602”, and “or 1603” and inserting in
lieu thereof “XVI, or X1X”, 1602, or 1902”, and “1603, or 1903,

respectively.
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PAYMENT BY STATES OF PREMIUMS FOR SUPPLEMENTARY
MEDICAL INSURANCE

Skc. 122. Sections 3(a), 403(a), 1003(a), 1403(a), and 1603(a) of
the Social Security Act are each amended by inserting “premiums
under part B of title XVIII for individuals who are recipients of
money payments under such plan and other” after “expenditures for”
in the thetical phrase a Xearm in so much of t]})Larggmph (1)
thereof as precedes clause P ), and in the parenthetical phrase
appearing in paragraph (2) thereof.

TITLE II—-OTHER AMENDMENTS RELATING TO
HEALTH CARE

Part 1—MATERNAL AND CHIrp Hearra anp CrrprrED
CHILDREN'S SERVICES

INCREASE IN MATERNAL AND CHILD HEALTH SERVICES

Sec. 201. (a) The first sentence of section 501 of the Social Securit
Act is amended by striking out “$40,000,000” and all that follows an
inserting in lieu thereof “$45,000,000 for the fiscal year ending June
30, 1966, $50,000,000 for the fiscal year ending June 30, 1967,
$55,000,000 for the fiscal year ending June 30, 1968, $55,000,000 for the
fiscal year ending June 30, 1969, and $60,000,000 for the fiscal year
ending June 30, 1970, and each fiscal year thereafter.”

(b) Section 504 of such Act is amended by adding at the end
thereof the following new subsection :

“(d) Notwithstanding the precedjxiﬁ provisions of this section, no

ayment shall be made to any State thereunder for any period after
gune 30, 1966, unless it makes a satisfactory showing that the State is
axtendini the provision of maternal and child health services in the
State with a view to making such services available by July 1, 1975, to
children in all parts of the State.”

INCREASE IN CRIPPLED CHILDREN’S SERVICES

Skc. 202. (a) The first sentence of section 511 of the Social Security
Act is amended by striking out “$40,000,000” and all that follows and
inserting in lieu thereof “$45,000,000 for the fiscal year ending June
30, 1966, $50,000,000 for the fiscal year ending June 30, 1967,
$55,000,000 for the fiscal year ending June 30, 1968, $55,000,000 for the
fiscal year ending June 30, 1969, and $60,000,000 for the fiscal year
ending June 30, 1970, and each fiscal year thereafter.”

(b) Section 514 of such Act is amended by adding at the end
thﬁt('?lo)f %m fO}é](;;' new hsl?bMion': ) S

otwithstan e preceding provisions of this subsection,
no payment shall be e to any State thereunder for aninperiod after
June 30, 1966, unless it makes a satisfactory showing that the State
is extending the provision of crippled children’s services in the State
with a view to making such services available by July 1, 1975, to
children in all parts of the State.”

TRAINING OF PROFESSIONAL PERSONNEL FOR THE CARE OF CRIPPLED
CHILDREN

Sec. 203. (a) Part 2 of title V of the Social Security Act is amended
by adding at the end thereof the following new section:
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“TRAINING OF PROFESSIONAL PERSONNEL

“Sec. 516. There are authorized to be apgoropriated $5,000,000 for
the fiscal year ending June 30, 1967, $10,000,000 for the fiscal year
ending June 30, 1968, and $17,500 000 for each fiscal year thereafter,
for grants by the Secretary to pubiic or other nonprofit institutions of
lnf'her learning for trs.inmg professional personnel for health and
related care of crippled children, particularly mentally retarded chil-
dren and children with multiple handicaps.”

(b) The second sentence of section 514(c) of such Act is amended
by striking out “section 512(b)” and inserting in lieu thereof “section
512(b) or 516”.

PAYMENT FOR INPATIENT HOSPITAL SERVICES

Sec. 204. (a) Section 503(a) of the Social Security Act is amended
by striking out “and” before clause (7) and by inserting before the
period at the end thereof the following new clause: “; and (8) effective
July 1, 1967, provide for payment of the reasonable cost (as determined
in accordance with standards approved by the Secretary and included
in the plan) of inpatient hospital services provided under the plan”.

b) Section 513(a) of such Act is amended by striking out “and”
before clause (6) and by inserting before the period at the end thereof
the following new clause: “; anﬁ (7) effective July 1, 1967, provide
for payment of the reasonable cost (as determined in accordance with
standards approved by the Secretary and included in the plan) of
inpatient hospital services provided under the plan”.

SPECIAL FROJECT GRANTS FOR HEALTH OF BCHOOL AND PRESCHOOL
CHILDREN

Sec. 205. Part 4 of title V of the Social Security Act is amended
&1) by revising the heading thereof to read as follows: “Parr 4—
RANTS FOR SPECIAL MATERNITY AND INFANT CARE PrOJECTS, FOR
Prosecrs ror Heaurs or ScrHooL AND PrEscHooOL CHILDREN, AND FOR
Researca Prosecrs”; (2) by redesignating section 532 as section
533; and (3) by inserting after section 531 the following new section:

“SPECIAL PROJECT GRANTS FOR HEALTH OF SCHOOL AND PRESCHOOL
CHILDREN

“Skc. 532. (a) In order to promote the health of children and
youth of school or preschool af, particularly in areas with concentra-
tions of low-income families, there are authorized to be appropriated
$15,000,000 for the fiscal year ending June 30, 1966, $35,000,000 for
the fiscal year ending June 30, 1967, $40,000,000 for the fiscal year
ending June 30, 1968, $45,000,000 for the fiscal year ending June 30,
1969, and $50,000,000 for the fiscal year ending June 30, 1970, for grants
as provided in this section.

“(b) From the sums approll:;riated pursuant to subsection (a), the
Secretary is authorized to make grants to the State health cy of
any State and Swith the consent of such agency) to the health agency
of any political subdivision of the State, to the State agency of the
State administering or supervising the administration of the State
plan approved under section 513, to any school of medicine (with
appropriate participation by a school of dentistry), and to any teach-
ing hospital affiliated with such a school, to pay not to exceed 75 per
centum of the cost of projects of a comprehensive nature for health
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care and services for children and youth of school nﬁa or for preschool
children (to help them (Frepa,ra to start school). No grojept shall be
eligible for a grant under this section unless it provides (1) for the
coordination of health care and services provided under it with, and
utilization (to the extent feasible) of, other State or local health,
welfare, and education m%m.ms for such children, (2) for payment
of the reasonable cost ?a.a etermined in accordance with standards
approved by the Secretary) of inpatient hospital services provided
under the project, and (3) that any treatment, correction of defects,
or aftercare provided under the project is ayailable only to children
who would not otherwise receive it because they are from low-income
families or for other reasons beyond their control; and no such
project for children and youth of school shall be considered to be
of a comprehensive nature for purposes of this section unless it includes
(subject to the limitation in the preceding provisions of this sentence)
at least such screening, diagnosis, preventive services, treatment, cor-
rection of defects, and aftercare, both medical and dental, as may be
provided for in regulations of the Secretary.

“(c) Payment of grants under this section may be made (after nec-
essary adjustment on account of previously made underpayments or
overpayments) in advance or by way of reimbursement, and in such
installments and on such conditions, as the Secretary may determine.”

EVALUATION AND REPORT

Skc. 206. The Secretary shall submit to the President for transmis-
sion to the Congress before July 1, 1969, a full report of the adminis-
tration of the provisions of section 532 of the Social Security Act (as
added by section 205 of this Act), together with an evaluation of the
program established thereby and his recommendations as to continua-
tion of and modifications in that program.

INCREASE IN CHILD WELFARE SERVICES

Skc. 207. Section 521 of the Social Security Act is amended by strik-
ing out “$40,000,000” and all that follows and inserting in lieu thereof
“$40,000,000 for the fiscal year ending June 30, 1965, $45,000,000 for
the fiscal year ending June 30, 1966, $50,000,000 for the fiscal year end-
ing June 30, 1967, $55,000,000 for the fiscal year ending June 30, 1968,
$55,000,000 for the fiscal year ending June 30, 1969, and $60,000,000
for the fiscal year ending June 30, 1970, and each fiscal year thereafter.”

DAY CARE SERVICES

Skc. 208. (a)(1) Part 3 of title V of the Social Security Act is
amended by striking out section 527.

(2) The second sentence of section 1108 of such Act is amended by
st out “522(a), and 527(a)” and inserting in lieu thereof “and
522(a)” and by striking out “(or, in the case of section 527(a), the
minimum)”.

(b) Section 522 of such Act is amended to read as follows:

“ALLOTMENTS TO STATES

“Sec. 522. The sum appropriated pursuant to section 521 for each
fiscal year shall be allotted by the Secretary for use by cooperating
State public welfare cies which have plans developed jointly by
the State agency and the Secretary, as follows: He shall allot $70,000
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to each State, and shall allot to each State an amount which bears the

same ratio to the remainder of the sum so appropriated for such year

as the product of (1) the population of such State under the age of 21

and (2) the allotment percentage of such State (as determined under

séection”524) bears to the sum of the corresponding products of all the
tates.

(e) Section 523 ;a.) (1) (B) of such Act is amended by striking out
“and” at the end of clause (iii) and by inserting after clause (iv) the
following new clause:

“(v) that day care Provided under the plan will be
provided only in facilities (including private homes)
which are licensed by the State, or approved (as meeting
the standards established for such licensing) by the State
ag’al,l,cy responsible for licensing facilities of this type,
an

(d) The amendments made by this section shall take effect on
January 1, 1966.

Parr 2—IMPLEMENTATION OF MENTAL RETARDATION PLANNING
AUTHORIZATION OF APPROPRIATIONS

Sec. 211, (a) Section 1701 of the Social Security Act is amended

adding at the end thereof the following new sentence: “There are
also authorized to be appropriated, for assisting such States in initiat-
ing the implementation and carrying out of planning and other steps
to combat mental retardation, $2,750,000 for the fiscal year endi
June 30, 1966, and $2,750,000 for the fiscal year ending June 30, 1967.

(b) The first sentence of section 1702 of such Act is amended by
inserting “the first sentence of” before “section 1701” and bg inserting
the following before the period at the end thereof “; and the sums
appropriated pursuant to the second sentence of such section for the
fiscal year ending June 30, 1966, shall be available for such grants
during such year and the next two fiscal years, and sums appropriated
pursuant thereto for the fiscal year ending June 30, 1967, shall be
avai%:ible for such grants during such year and the aucceeding fiscal
year”,

Parr 3—PusrLic AssisTANCE AMENDMENTS RErATING To HEALTH
Care

REMOVAL OF LIMITATIONS ON FEDERAL PARTICIPATION IN ASSISTANCE TO
INDIVIDUALS WITH TUBERCULOSIS OR MENTAL DISEASE

Skc. 221, &?) (1) Section 6(a) of the Social Security Act is amended
'0.%) For the p £ this title, the term ‘old

“(a) For the purposes of this title, the term ‘old-age assistance’
means money payments to, or (if provi&ed in or after the third month
before the month in which the recipient makes application for assist-
ance) medical care in behalf of or any type of remedial care recognized
under State law in behalf of, needy individuals who are 65 years of age
or older, but does not include any such payments to or care in behalf of
any individual who is an inmate of a public institution (except as a
patient in a medical institution).” oo

32) Section 6(b) of such Act is amended by striking out all that
follows clause (12) and inserting in lieu thereof the following:
“except that such term does not include any such payments with

ect to care or services for any individual who is an inmate of a

public institution (except as a patient in a medical institution).”
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(3) Section 2(a) of such Act is amended (A) by striking out “and”
at the end of pa ph (10); (B) by striking out the period at the
end of paragraph (11) and inserting in lieu thereof a semicolon; and
(C) by adding after paragraph (11) the following new p hs:

“(12) 1f the State plan includes assistance to or in behalf of
individuals who are patients in institutions for mental diseases—

“(A) provide for having in effect such agreements or
other arrangements wit.huégtate authorities concerned with
mental diseases, and, where appropriate, with such institu-
tions, as may be necessary for carrying out the State plan,
including arrangements for joint planning and for develop-
ment of alternate methods of care, arrangements providing
assurance of immediate readmittance to institutions where
needed for individl‘lﬂl;g inder alternate plans Dfi :;a- and
arrangements providing for access to patients and facilities,
for furnishing information, and for mg.'i{tmg reﬁ;orta;

“(B) provide for an individual plan for each such patient
to assure that the institutional care provided to him is in
his best interests, including, to that end, assurances that there
will be initial and periodic review of his medical and other
needs, that he will be given apﬁropria,te medical treatment
within the institution, and that there will be a periodic deter-
mination of his need for continued treatment in the
institution ;

#(C) provide for the development of alternate plans of
care, muE:Ln.%l maximum utilization of available resources, for
recipients who would otherwise need care in such institutions,
including appropriate medical treatment and other assistance;
for services referred to in section 3(a)(4)(A) (i) and (ii)
which are ?propriate for such recipients and for such
patients; and for methods of administration necessary to
assure that the responsibilities of the State agency under the
State plan with respect to such recipients and such patients
will be effectively carried out; and

“(D) provide methods of cietermining the reasonable cost
of institutional care for such patients; and

“(13) if the State plan includes assistance to or in behalf of

atients in public institutions for mental diseases, show that the
gtn.te is making satisfactory progress toward developing and
implementing a comprehensive mental health program, including
provision for utilization of community mental health centers,
nursing homes, and other alternatives to care in public institu-
tions for mental diseases.”

(4) Section 3 of such Act is amended by adding at the end thereof
the following new subsection :

“(d) Notwithstanding the Emcadjng provisions of this section, the
amount determined under such provisions for any State for any quar-
ter which is attributable to expenditures with respect to patients in
institutions for mental diseases shall be paid only to the extent that
the State makes a showing satisfa to the Secretary that total
expenditures in the State from Federal, State, and local sources for
mental health services ( includinig payments to or in behalf of individ-
uals with mental health problems) under State and local public
health and public welfare p for such quarter exceed the aver-
age of the total expenditures in the State from such sources for such
services under such programs for each quarter of the fiscal year endinﬁ
June 30, 1965. For purposes of this subsection, ditures for suc
services for each quarter in the fiscal year ending June 30, 1965, in the
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case of any State shall be determined on the basis of the latest data,
satisfactory to the Secretary, available to him at the time of the first
determination by him under this subsection for such State; and
expenditures for such services for any quarter beginning after Decem-
ber 31, 1965, in the case of any State shall be determined on the basis
of the latest data, satisfactory to the Secretary, available to him at the
time of the determination under this subsection for such State for such
quarter; and determinations so made shall be conclusive for purposes
of this subsection.”

(b) Section 1006 of such Act is amended by striking out clauses
(a) and (b) and inserting in lieu thereof the following: “who is a
patient in an institution for tuberculosis or mental diseases”.

(¢) Section 1405 of such Act is amended by striking out clauses
(a) and (b) and inserting in lieu thereof the following: “who is a
patient in an institution for tuberculosis or mental diseases”.

d) (1) Section 1605 £a}1 of such Act is amended to read as follows:

“(a) For purposes of this title, the term ‘aid to the aged, blind, or
disabled’ means money payments to, or (if provided in or after the
third month before the month in which the recipient makes application
for aid) medical care in behalf of or any type of remedial care recog-
nized under State law in behalf of, needy inci)ividuais who are 65 years
of or older, are blind, or are 18 years of age or over and perma-
nently and totally disabled, but such term does not include—

“(1) any such payments to or care in behalf of any individual
who is an iInmate of a public institution (except as a patient in a
mediecal institution) ; or

“(2) any such payments to or care in behalf of any individual
who has not attained 65 years of age and who is a patient in an
institution for tuberculosis or mental diseases.”

(2) Section 1605(b) of such Act is amended by striking out all that
follows clause (12) and inserting in lieu thereof the following :

“except that such term does not include any such payments with
rest;))ect to care or services for any individual who is an inmate of a
public institution (except as a patient in a medical institution).”
(8) Section 1602(a) of such Act (as amended by section 403 (e) of
this Act) is amended (A) by striking out “and” at the end of para-
raph (14); (B) by striking out the period at the end of ga.ra aph
%15) and 1nserting in lieu thereof a semicolon; and (C) by adding
after pamgmph (155) the following new paragraphs: ;

*(16) if the State plan includes aid or assistance to or in behalf
of individuals 65 years of age or older who are patients in insti-
tutions for mental diseases—

“(A) provide for having in effect such agreements or other
arrangements with State authorities concerned with mental
diseases, and, where appropriate, with such institutions, as
may be necessary for carrymmg out the State plan, includin
arrangements for joint planning and for development o
alternate methods of care, arrangements providing assurance
of immediate readmittance to institutions where needed for
individuals under alternate plans of care, and arrangements

roviding for access to patients and facilities, for furnishing
information, and for making reports;

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

“(C) }E}vide for the development of alternate plans of
care, making maximum utilization of available resources,
for recipients 65 years of age or older who would otherwise
need care in such institutions, including appropriate medi-
cal treatment and other aid or assistance; for services
referred to in section 1603(a)(4)(A) (i) and (ii) which
are aéppropriate for such recipients and for such patients;
and for methods of administration necessary to assure that
the responsibilities of the State a.gen::iy under the State

lan with respect to such recipients and such patients will

effectively carried out; and

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

“(17) if the State plan inclugas aid or assistance to or in
behalf of individuals 65 years of age or older who are patients
in public institutions for mental diseases, show that the State
is making satisfactory progress toward cieveloping and imple-
menting a comprehensive mental health program, including
provision for utilization of community mental health centers,
nursing homes, and other alternatives to care in public institu-
tions for mental diseases.”

(4) Section 1603 of such Act is amended by adding at the end
thereof the following new subsection :

“(d) Notwithstanding the preceding provisions of this section, the
amount determined under such provisions for a.lg State for any
3uartar which is attributable to expenditures with respect to in-

ividuals 65 years of age or older who are patients in institutions for
mental diseases shall be paid only to the extent that the State makes a
showing satisfactory to the Secretary that total expenditures in the
State from Federal, State, and local sources for mental health services
(including payments to or in behalf of individuals with mental health
problems) under State and local public health and public welfare
proimms for such quarter exceed the average of the total expenditures
in the State from such sources for such services under such programs
for each quarter of the fiscal year ending June 30, 1965. For purposes
of this subsection, expenditures for sut§1 services for each quarter in
the fiscal year ending June 30, 1965, in the case of any State shall be
determined on the basis of the latest data, satisfactory to the Secretary,
available to him at the time of the first determination by him under
this subsection for such State; and expenditures for such services for
any quarter beginning after December 31, 1965, in the case of any
State shall be determined on the basis of the latest data satisfactory
to the Secretary, available to him at the time of the determination
under this subsection for such State for such quarter; and determina-
tions so made shall be conclusive for purposes of this subsection.”

(e) The amendments made by this section shall a&pply in the case
of expenditures made after December 31, 1965, under a State plan
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AMENDMENT TO DEFINITION OF MEDICAL ASSISTANCE FOR THE AGED

Skc. 222. (a) Section 6(b) of the Social Security Act is amended by
striking out “who are not recipients of old-age assistance” and in-
serting in lieu thereof “who are not recipients of old-age assist-
ance (except, for any month, for recipients of old-age assistance who
are th)’; tted to or discharged from a medical institution during such
month)”.

(b) Section 1605(b) of such Act is amended by striking out “who
are not recipients of aid to the aged, blind, or disabled” and inserting
in lieu thereof “who are not recipients of aid to the aged, blind, or
disabled (except, for any month, for recipients of aid to the aged, blind,
or disabled who are admitted to or discharged from a medical institu-
tion during such month)”.

(¢) The amendments made by this section shall ap})]y in the case
of expenditures under a State plan approved under title I or XVT of
the Social Security Act with respect to care and services provided
under such plan after June 1965.

Parr 4—MiscerrLaxEors AMENDMENTS RErLaTing 1o Heavura Care

HEALTH STUDY OF RESOURCES RELATING TO CHILDREN’S EMOTIONAL
ILLNESS

Sec. 231. (a) The Secretary of Health, Education, and Welfare
is authorized, upon the recommendation of the National Advisory
Mental Health Council and after securing the advice of experts in
pediatrics and child welfare, to make grants for cazxgni out a pro-
gram of research into and study of our resources, m c:]ga, and prac-
tices for diagnosing or preventing emotional illness in children and
of treating, caring for, and rehabilitating children with emotional
illnesses.

%b) Such grants may be made to one or more rtzl;imizations, but
only on condition that the organization will undertake and conduct,
or 1f more than one organization is to receive such grants, only on
condition that such organizations have agreed among themselves to
undertake and conduct, a coordinated program of research into and
study of all aspects of the resources, methods, and practices referred
to in subsection (a).

(c) As used in subsection (b), the term “organization” means a
nongovernmental agency, organization, or commission, composed of
rgﬁmsmmtivea of leading national medical, welfare, educational, and
other professional associations, organizations, or agencies active in the
field of mental health of children.

(d) There are authorized to be approgria.ted for the fiscal year
ending June 30, 1966, the sum of $500,000 to be used for a grant or
grants to help initiate the research and study provided for in this
section ; and the sum of $500,000 for the succeeding fiscal year for the
making of such grants as may be needed to carry the research and
study to completion. The terms of s.n{ such grant shall provide that
the research and study shall be completed not later than two years
from the date it is inaugurated; that the grantee shall file annual
reports with the Congress, the gecretary, and the Governors of the
several States, among others that the grantee may select; and that the
final report shall be similarly filed.
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TITLE III—SOCIAL SECURITY AMENDMENTS
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“TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM
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(b) Section 215(c) of such Act is amended to read as follows:
“Primary Insurance Amount Under 1958 Act, as Modified

“(e) (1) For the tpilurpmses of column II of the table appearing in
subsection ﬁa{) of this section, an individual's Erimary insurance
amount shall be computed as provided in, and subject to the limita-
tions spseciﬁed in, (A) this section as in effect prior to the enactment
of the Social Security Amendments of 1965, and (B) the applicable
provisions of the Social Security Amendments of 1960.

“(2) The provisions of this subsection shall be applicable only in
the case of an individual who became entitled to benefits under section
202(a) or section 223 before the date of enactment of the Social
Security Amendments of 1965 or who died before such date.”

(¢) Section 203(a) of such Act is amended bﬁ striking out para-
graphs (2) and (3) and inserting in lieu thereof the following:

“(2) when two or more persons were entitled (without the ap-
lication of section 202(]?((,1) and section 223(b)) to monthly
Eeneﬁta under section 202 or 223 for any month which begins
after December 1964 and before the enactment of the Social
Security Amendments of 1965, on the basis of the wages and self-
employment income of such insured individual, such total of
benefits for any month occurring after December 1964 shall not

be reduced to less than the larger of—
“(A) the amount determined under this subsection with-

out rd to this paragraph, or

G r]??ﬁli with respect to the month in which such Amend-

ments are enacted or any prior month, an amount equal
to the sum of the amounts derived by multi plying the benefit
amount determined under this title (including this subsec-
tion, but without the application of section 222(b), section
202(q), and subsections (b), (c), and (d) of this section),
as in effect prior to the enactment of such Amendments,
for each such person (other than a person who would not
be entitled to such benefits for such month without the gppli-
cation of the amendments made by section 306 of the Social
Security Amendments of 1965), for such month, by 107 per-
cent, ang raising each such increased amount, if it is not a mul-
tiple of $0.10, to the next higher multiple of $0.10, and
“(i1) with respect to any month after the month in which
such Amendments are enacted, an amount equal to the sum
of the amounts derived b multip‘ligl(ing the benefit amount
determined under this title (including this subsection, but
without the application of section 222(b), section 202(q),
and subsections (b), (c), and (d) of this section), as in effect
prior to the enactment of such Amendments, for each such
person (other than a person who would not be entitled to
such benefits for such month without the application of the
amendments made by section 306 of the gucial Securit;
Amendments of 1965) for the month of enactment, by 10
percent and raising each such increased amount, if it 1s not
a multiple of $0.10, to the next higher multipie of $0.10;
but in any such case (I) pa ph (1) of this subsection shall
not be applied to such total of benefits after the application of
subparagraph (B) of this paragraph, and (II) if section 202 (k)
(2) (A) was applicable in tm case of any of such benefits for any
such month beginning before the enactment of the Social Secu-
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rity Amendments of 1965, and ceases to a{»lplgeaftar such mon
the provisions of subE:.:hagm&h (B) sha applied, for an
after the month in which such section 202(k) (2) (A) ceases to
apply, as though fpa.rﬁ.,:g,mph (1L had not been applicable to such
total :’Jf benefits for such month beginning prior to such enact-
ment.

(d) The amendments made by subsections (a),(b), and (c) of this
section shall apply with respect to monthly benefits under title IT of
the Social Security Act for months after December 1964 and with
respect to lump-sum death payments under such title in the case of
deaths occurring in or after the month in which this Act is enacted.

(e) Ifanindividual isentitled to a disability insurance benefit under
section 223 of the Social Security Act for December 1964 on the basis
of an application filed after enactment of this Act and is entitled to
old-age insurance benefits under section 202 (a) of such Act for January
1965, then, for Igmrpc:seﬂ of section 215(a) (4) of the Social Security
Act (if applicable) the amount in column IV of the table appeari
in such section 215(a) for such individual shall be the amount in sue
column on the line on which in column IT appears his primary insur-
ance amount (as determined under section 215(e) of such Act) instead
of the amount in column IV equal to his disability insurance benefit.

COMPUTATION AND RECOMPUTATION OF BENEFITS

Sec. 802. (a) (1) Subparagraph (C) of section 215 (b) (2) of the
Social Security Act is amended to read as follows:
. “(C) For purposes of subparagraph (B), ‘computation base years’
include only calendar years in the period after 1950 and prior to the
earlier of the following years—

“(1) the year in which occurred (whether by reason of section
202(3) (1% or otherwise) the first month for which the individual
was entitled to old-age insurance benefits, or

“(ii) the year succeeding the year in which he died.

An{ calendar year all of which is included in a period of disability
shall not be included as a computation base year.”

(2{) Clauses (A), (B), and (C) of the first sentence of section
215(b) (3) of such Act are amended to read as follows:
“(A) in the case of a woman, the year in which she died or, if
it occurred earlier but after 1960, the year in which she attained
age 62,
“(B) in the case of a man who has died, the year in which he
died or, if it occurred earlier but after 1960, the year in which he
attained age 65, or
“(C) in the case of a man who has not died, the year occurring
after 1960 in which he attained (or would attain) age 65.”
(3) Pamgmélhﬂ (4) and (5) of section 215(b) of such Act are
amended to read as follows:

“(4) The provisions of this subsection shall be applicable only in
the case of an individual—

“(A) who becomes entitled, after December 1965, to benefits
under section 202(a) or section 223 ; or

“(B) who dies after December 1965 without being entitled to
benefits under section 202(a) or section 223 ; or

“(C) whose primary insurance amount is required to be recom-
puted under subsection (f) (2), as amended by the Social Security
Amendments of 1965;

except that it shall not apply to any such individual for purposes of
monthly benefits for months before January 1966.
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“(5) For the furposes of column IIT of the table appearing in
subsection (a) of this section, the provisions of this subsection, as in
effect S%I;ior to the enactment of the Social Security Amendments of
1965, shall apply— 53
“(A) in the case of an individual to whom the provisions of
this subsection are not made applicable by fpnmgg}ph 4), but
who, on or after the date of the enactment of the Social Security
Amendments of 1965 and prior to 1966, met the requirements of
this paragmph or paragraph (4), as in effect prior to such enact-
ment, an
“(1’3) with respect to monthly benefits for months before Jan-
uary 1966, in the case of an individual to whom the provisions
of this subsection are made applicable by ¥h F | g

(b) (1) Subparagraph {A) of section 215(5)(1% of such Act is
amended by striking out “(2) (C gi) and (3) (A)(1)” and inserting
in lieu thereof *(2 (C% and (3)”, by striking out “December 31,
1936,” and inserting in lieu thereof “1936”, and ‘b‘y striking out “De-
cember 31, 1950” and inserting in lieu thereof “1950”.

(2) Section 215(d)(3) of such Act is amended by striking out
“1960” and inserting in lieu thereof “1965” and by striking out “but
without regard to whether such individual has six quarters of coverage
after 1950,

(¢) Section 215(e) of such Act is amended by inserting “and”
after the semicolon at the end of pa ph (1), by striking out
“; and” at the end of paragraph (2? and inserting in lieu thereof a
period, and by striking out paragraph (3).

(d) (1) Paragraph %2) of section 215(f) of such Act is amended
to read as follows:

“(2) With respect to each year—

e A; which begins after December 31,1964, and
“(B) for a.nag part of which an individual 1s entitled to old-age
insurance benefits,

the Secretary shall, at such time or times and within such period as he
n;a.y b _regiiiatlons prescribe, recompute the primary insurance amount
of such in

ividual. Such recomputation shall be made—

“(C) as provided in subsection (a) (1) and (3) if such year
is either the gear in which he became entitled to such old-age in-
surance benefits or the year preceding such year, or

“SJD) as provided in subsection age(l) in any other case;

and in all cases such recomputation shall be made as though the year
with respect to which such recomputation is made is the last year of
the period specified in paragraph (2) (C) of subsection (b). A re-
computation under this paragraph with respect to any year shall be
effective—

“(E) in the case of an individual who did not die in such year,
for monthly benefits beginning with benefits for January of the
following year; or

“(F) in the case of an individual who died in such year (in-
cluding any individual whose increase in his primary insurance
amount is attributable to compensation which, upon his death,
is treated as remuneration for employment under section 205 (o)),
for monthly benefits beginning with benefits for the month in

(2?1%% L ragraphs (3), (4), and (7) of

ective January 2, 1966, pa phs (3), (4), an o

such section are repealed, and pa phs (5) and (6) of such section
are redesignated as paragraphs (3) and (4), respectively.
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(e) (1) The first sentence of section 223(a)(2) of such Act is
amended by inserting before the period at the end thereof “and was
entitled to an old-age insurance benefit for each month for which
lgglll:rga?.nt to subsection (b)) he was entitled to a disability insurance

efit”,

(2) The last sentence of section 223 (a) (2) of such Act is amended
by striking out “first year” and inserting in lieu thereof “year”; and
by striking out the phrase “both was fully insured and had” both times
it ag ears in such sentence.

( F(1) The amendments made by subsection (c¢) shall apply only
to individuals who become entitled to old-age insurance benefits under
section 202(a) of the Social Security Act after 1965.

(2) Any individual who would, upon filing an application prior to
January 2, 1966, be entitled to a recomputation of his monthly benefit
amount for purposes of title IT of the Social Security Act shall be
deemed to have filed such application on the earliest date on which
such application could have been filed, or on the day on which this
Act is enacted, whichever is the later.

(3) In the case of an individual who died after 1960 and prior to
1966 and who was entitled to old-age insurance benefits under section
202(a) of the Social Securitg Act at the time of his death, the provi-
sions of sections 215(f) (3) (B) and 215(f) (4) of such Act as in effect
before the enactment of this Act shall apply.

£4) In the case of a man who attains age 65 prior to 1966, or dies
before such year, the provisions of section 215(f) (7‘1 of the Social
Security Act as in effect before the enactment of this Act shall apﬁly.

(5) The amendments made by subsection (e) of this section shall
apply in the case of individuals who become entitled to disability
insurance benefits under section 223 of the Social Security Act after
December 1965,

(6) Section 303(g) (1) of the Social Security Amendments of 1960
is amended—

(A) by striking out “notwithstanding the amendments made
by the preceding subsections of this section,” in the first sentence
and inserting in lieu thereof “notwithstanding the amendments
made by the preceding subsections of this section, or the amend-
ments made by section 302 of the Social Security Amendments
of 1965,”; and

(B) i)y striking out “Social Security Amendments of 1960,”
in the second sentence and inserting in lieu thereof “Social Secu-
rity Amendments of 1960, or (if such individual becomes entitled
to old-age insurance benefits 1965, or dies after 1965 without
becoming so entitled) as amended by the Social Security Amend-
ments of 1965,”.

(7) Effective January 2, 1966, sulﬁ.emgmph (B) of section
102(f) (2) of the Social Security Amendments of 1954 is repealed.

DISABILITY INSURANCE BENEFITS

Sec. 303. (a) (1) Clause (A) of the first sentence of section 216%2‘
(1{ of the Social Security Act is amended by striking out “or to
of long-continued and indefinite duration” and inserting in lieu thereof
“or has lasted or can be expected to last for a continuous period of
not Jess than 12 months”,
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(2) Somuch of section 223 (c) (2) of such Act as precedes the second
sentence thereof is amended to read as follows:

“(2) The term ‘disability’ means—

“(A) inability to en, in any substantial gainful activity by
reason of any medically determinable physical or mental impair-
ment which can be expected to result in death or which has lasted
or can be expected to last for a continuous period of not less than
12 months; or”.

(b) (51) Paragraph (2) of section 216(i) of such Act is amended
to read as follows:

“(2) (A) The term ‘period of disability’ means a continuous period

inning and ending as hereinafter provided in this subsection
uring which an individual was under a disability (as defined in
paragraph (1)), but only if such period is of not less than 6 full
calendar months’ duration or such individual was entitled to benefits
under section 223 for one or more months in such period.

“(B) No period of disability shall begin as to any individual unless
such individual files an application for a disabilit, getermination with
respect to such l};:eriodi and no such period shall begin as to any indi-
Vidll}lal after such individual attains the age of 65.

“(C) A period of disability shall begin—

“(i) on the day the disability began, but only if the individual
satisfies the requirements of paragraph (3) on such day; or

‘(ii) if such individual does not satisfy the requirements of
paragraph (3) on such day, then on the first day of the first quar-
ter thereafter in which he satisfies such requirements.

“(D) A period of disability shall end with the close of whichever
of the following months is the earlier: (i) the month preceding the
month in which the individual attains age 65, or (ii) the second month
fo]]owin%the month in which the disability ceases.

“(Ef o application for a disability determination which is filed
more than 12 months after the month prescribed by subparagraph (D)
as the month in which the period of disability ends (determined with-
out regard to subpamgmfph (B) and this subparagm’?h) shall be
accepted as an application for pu of this paragraph.

(2) Section 216(i) (83) of such Act is amended Ey striking out
“clauses (A) and (B) of pamgraﬂh (2)” and inserting in lieu thereof
“clauses (i) and (ii) of paragraph (2) (C)”.

(8) Subparagraph (D) of section 223(a) (1) of such Act is amended
by striking out “at ‘the time such application is filed,”. So much of
such section 223(a) (1) as follows subparagraph (D) is amended by
striking out “the first month for which he is entitled to old-age insur-
ance benefits,”.

4) Section 223(c)(3) (A) of such Act is amended by striking out
“which continues until such application is filed”.

(¢) Section 223(b) of such Act is amended by striking out the last
sentence and inserting in lieu thereof the following: “An individual
who would have been entitled to a disability insurance benefit for any
month had he filed apﬁlicati on therefor before the end of such month
shall be entitled to such benefit for such month if he files such applica-
tion 'Ii)egora the end of the 12th month immediately succeeding such
month,

(d) The second sentence of section 202(j) (1) of such Act is amended
by inserting “under this title” after “Any benefit”.

(e) So much of section 215(a) (4) of such Act as precedes “the
amount in column I'V” is amended to read as follows:

“(4) In the case of an individual who was entitled to a disability
insurance benefit for the month before the month in which he died,
became entitled to old-age insurance benefits, or attained age 65,”.
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(f) (1) The amendments made by subsection (a), é)aragmphs (3)
and (4) of subsection (b), and subsections (c¢) and (d), and the pro-
visions of subparagraphs (B) and (E) of section 216(i) (2) of the
Social Security Act (as amended by subsection gb) 1) of this sec-
tion), shall be effective with respect to nsjlzlicat,ions or disability insur-
ance Beneﬁts_; under section 223, and for disability determinations under
section 216(i), of the Social Security Act filed—
(A) in or after the month in which this Act is enacted, or
(B) before the month in which this Act is enacted, if the appli-
cant has not died before such month and if—
(i) notice of the final decision of the Secretarﬁ of Health,
Education, and Welfare has not been given to the applicant
before such month ; or 4
(ii) the notice referred to in subparagraph (i) has been so
given before such month but a civil action with respect to
such final decision is commenced under section 205(g) of the
Social Security Act (whether before, in, or after such month)
and the decision in such civil action has not become final before
such month
except that no monthly insurance benefits under title IT of the Social
Security Act shall be payable or increased by reason of the amend-
ments made by subsections (a) and (b) for months before the second
month following the month in which this Act is enacted. The preced-
ing sentence shall also be applicable in the case of a,ﬁ)p]ications for
monthly insurance benefits under title IT of the Social Security Act
based on the wages and self-employment income of an applicant with
respect to whose application for disability insurance benefits under
section 223 of such Act such preceding sentence is applicable.
(2) The amendment made by subsection (e) shall apply in the case
of the primary insurance amounts of individuals who attain age 65
after the date of enactment of this Act.

PAYMENT OF DISABILITY INSURANCE BENEFITR AFTER ENTITLEMENT TO
OTHER MONTHLY INSBURANCE BENEFITS

Skc. 304, (a) Section 202(k) of the Social Security Act is amended
by adding at the end thereof the following new paragraph:

“(4) Any individual who, under this section and section 223, is
entitled for any month to both an old- insurance benefit and a
disability insurance benefit under this title shall be entitled to onl
the larger of such benefits for such month, except that, if such individ-
nal so elects, he shall instead be entitled to only the smaller of such
benefits for such month.”

(b) The heading of section 202(q) of such Act is amended to read
as follows:

“Reduction of Old-Age, Disability, Wife's, Husband’s, or Widow’s
Insurance Benefit Amounts”

(¢) Section 202( (}) of such Act is further amended by ranumbarin)g
paragraphs (2), (3), (4), (5), (6), and (7) as g:mgm hs (3), (4),
(5), (6), (7), and (8 , respectively, by renumbering the cross ref-
erences in such section accordin ly, and by inserting after paragraph
( 1) the following new paragraph:

‘(2) If an individual is entitled to a disability insurance benefit
for a month after a month for which such individual was entitled
to an old-age insurance benefit, such disability insurance benefit for
each month shall be reduced by the amount such old-age insurance
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benefit would be reduced under paragraphs (1) and (4) for such

month had such individual attained age 65 in the first month for

};‘;}ucf}il }’18 most recently became entitled to a disability insurance
ne

(d) Subparagraph (B) of paragraph (38) (as redesignated by sub-
?)ection (e) of thi sectgon) o secr%ﬁ;rn 202(q) of such Act is amended

y—_—

(1) striking out “benefit,” the first time it appears and insert-
ing in lieu thereof “benefit and is not entitled to a disability
insurance benefit,”; .

(2) striking out in clause (i) thereof “(1),” and inserting in
lieu thereof “(1) for such month,”; and

(3) striking out in clause (ii) thereof “(1)” and inserting in

( liEél tg]lereof “%1) foCr such month”.h T e

e) Subparagraph (C) of paragraph (3) (as redesignated by sub-
section (c) of this section) of sacagor: 202(q) of such Act is amended
to read as follows:

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

“(i) the amount by which such disability insurance benefit is
reduced under %ara%mph (2) for such month (if such paragraph
apPIied to such benefit), and

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

(f) Paragraph (3) (as redesignated by subsection (¢) of this sec-
tion) of section 202(q) is further amended by adding after subpara-
graph (E) (added by section 307(b) (4) of this Act) the following
new subparagraphs: )

“(F) If the first month for which an individual is entitled to a dis-
ability insurance benefit (when such first month occurs with or after
the month in which such individual attains the age of 62) is a month
for which such indiyidual is also (or would, but for subsection (e) (1)
be) entitled to a widow’s insurance benefit to which such individua
was first entitled for a month before she attained retirement age, then
such disability insurance benefit for each month shall be reduced by
whichever of the following is larger:

“(i) the amount by which (but for this sub amgmsh) such
disability insurance benefit would have been reduced under para-
gra‘ph(ﬁ , or

“(ii) the amount equal to the sum of the amount by which such
widow’s insurance benefit was reduced for the month in which such
individual attained retirement age and the amount by which such
disability insurance benefit would be reduced under paragraph
(2) if it were equal to the excess of such disability insurance
benefit (before reduction under this subsection) over such widow’s
insurance benefit (before reduction under this subsection).

“(G) If the first month for which an individual is entitled to a
disability insurance benefit (when such first month occurs before the
month in which such individual attains the age of 62) is a month for
which such individual is also (or would, but for subsection (e) (1),
be) entitled to a widow’s insurance benefit, then such disability insur-
ance benefit for each month shall be reduced by the amount such
widow’s insurance benefit would be reduced under paragraphs (1) and

Post, p. 374.
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(4) for such month had such individual attained age 62 in the first
month for which he most recently became entitled to a disability insur-
an?e;)alr}eﬁt.” h (4) ( d d by subse (¢) of th

g) Paragraph (4) (as redesignated by subsection (c¢) of this sec-
tion) of secﬁ?;l 202(q) of such Act is amended by striking out in sub-
paragraph ((A) thereof “under” and inserting in lieu thereof : “under

paragraph (1) or (3) of”. y ;
fi%rlyamgraph 7) (as redesignated by subsection (¢) of this
section and as amended by section 307 (b) g) of this Act) of section
202(q) of such Act is amended by adding after subparagraph (E) the
following new subparagraph :
]‘]‘1&‘) in the case of old-age insurance benefits, any month for
which such individual was entitled to a disaj)ility insurance
(belgaﬁt'” h (8) (as redesignated by sub (c) of this
i) Paragraph (8) (as redesigna y subsection (c¢) of this sec-
tion)) of section 202(q) of such ﬂt is amended by striking out “(1)”
and inserting in lieu thereof “(1), (2),”.
(j)_Section 202(r) (2) of such Act is amended by inserting after
“eligible” the following: “(but for section 202 (k) (4))”.

_ (k) Section 215(a) (4) of such Act is amended by striking out “such
disability insurance benefit” and inserting in lieu thereof “the primary
bmsnranmd” ce amount upon which such disability insurance benefit is

(1{) Section 216(i) (2) of such Act is amended by striking out
“(subject to section 223 (a) &8) | !
(m)] Section 223(a) (2) of such Act is amended by striking out the
word “Such” and Inserting in lieu thereof “Except as provided in
section 202(q), such”.
%n; Section 223(a) (8) of such Act is repealed.

0) The amendments made by this section shall apply with respect
to monthly insurance benefits under title IT of the Social Security Act
for and after the second month following the month in which this
Act is enacted, but only on the basis of applications filed in or after
the month in which this Act is enacted.

DISABILITY INSURANCE TRUST FUND

Sec. 805, (a) Section 201(b) (1) of the Social Security Act is
amended by inserting “and before January 1, 1966,” after “ ber
31, 1956,”, and by inserting after “1954,” the following: “and 0.70 of
1 per centum of the wages (as so defined) paid after December 31,
1965, and so reported,”.

(b3 Section 201(b) (2) of such Act is amended by inserting after
“December 31, 1956,” the following : “and before January 1, 1966, and
0.525 of 1 per centum of the amount of self-employment income (as
so defined) so reported for any taxable year beginning after Decem-
ber 31, 1965,”.

PAYMENT OF CHILD’S INSURANCE BENEFITS AFTER ATTAINMENT OF AGE 18
IN CASE OF CHILD ATTENDING SCHOOL

Sec. 306. (a) Section 202(d) (1) (B) of the Social Security Act is
amended to read as follows:
“(B) at the time such ap]ﬁlication was filed was unmarried and
(i) either had not attained the age of 18 or was a full-time student
and had not attained the age of 22, or (ii) is under a disability (as
defined in section 223(c) %ewhich began before he attained the
age of 18, and”.
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(b) (1) So much of the first sentence of section 202(d) (lf of such
Act as follows subparaﬁ:']a({)h (C) is amended to read as follows:
“shall be entitled to a child’s insurance benefit for each month, begin-
ning with the first month after August 1950 in which such child
becomes so entitled to such insurance benefits and ending with the
month Preceding whichever of the followinﬁrst oceurs—

(D) the month in which such child dies, marries, or is
adopted (except for adoption by a stacipnrent, grandparent, aunt
or uncle subsequent to the death of such fully or currently insur
individual),

“(E) the month in which such child attains the age of 18, but
only if he (i) is not under a disability (as so defined) at the time
he attains such age, and (ii) is not a full-time student during any
part of such month,

“(F) if such child was not under a d,isabilit{y (as so defined) at
the time he attained the age of 18, the earlier of—

“(i) the first month during no part of which he is a full-
time student, or
“(ii) the month in which he attains the age of 22, or

“(G) if such child was under a disabililgr (as so defined) at the
time he attained the age of 18, the third month following the
month in which he ceases to be under such disability or (if later)
the earlier of—

“(i) the first month during no part of which he is a full-
time student, or
“(ii) the mont¢h in which he attains the age of 22.”

(2) The second sentence of section 202(d)(1) of such Aect is
repealed.

(3) Section 202(d) of such Act is further amended by adding at
the end thereof the following new paragraphs:

“(7) A child whose entitlement to child's insurance benefits on the
basis of the wages and self-employment income of an insured individ-
ual terminated with the month preceding the month in which such
child attained the age of 18, or with a ax:liaequent month, may again
become entitled to such benefits (provided no event speciéed in para-
oraph (1) (D) has oceurred) beginning with the first month thereafter
in which he is a full-time student and has not attained the age of 22
if he has filed application for such reentitlement. Such reentitlement
shall end with the month dpreceding whichever of the following first
occurs: The first month during no part of which he is a -time
student, the month in which he attains the age of 22, or the first month
in which an event specified in paragraph (1) (D) occurs.

“(8) For the gllllm of this subsection—

“(A) A “full-time student’ is an individual who is in full-time
attendance as a student at an educational institution, as deter-
mined by the Secretary (in accordance with regulations pre-
scribed by him) in the light of the standards and practices of the
institutions involved, except that no individual shall be con-
sidered a ‘full-time student’ if he is paid by his employer while
attending an educational institution at the request, or pursuant
to a requirement, of his employer.

“(B) Except to the extent provided in such mgu]ations, an indi-
vidual shall be deemed to be a full-time student during any period
of nonattendance at an educational institution at which he has
been in full-time attendance if (i) such period is 4 calendar
months or less, and (ii) he shows to the satisfaction of the Secre-
tary that he intends to continue to be in full-time attendance at an
educational institution immediately following such period. An
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individual who does not meet the requirement of clause (ii) with
respect to such period of nonattendance shall be deemed to have
met such requirement (as of the beginning of such period) if he
is in full-time attendance at an educational institution immedi-
ately following such period.

“{C) An ‘educational institution’ isj—tgi(g a school or college or
university operated or directly suppo by the United States,
or by any State or local government or political subdivision
thereof, or (ii) a school or college or university which has been
approved by a State or accredited by a State-recognized or
nationally-recognized accrediting agency or bod{, or (1ii) a non-
accredited school or college or university whose credits are
accepted, on transfer, by not less than three institutions which
are so accredited, for credit on the same basis as if transferred
from an institution so accredited.”

c) (1) Section 202 of such Act is amended by inserting immedi-
ately after subsection (r) the following new subsection:

“Child Aged 18 or Over Attending School

“(8) (1) For the purposes of subsections (b) (1), (g) (1), (q)(5),
and (q) ()() of this section and pamgraphs (2), (3) ang (4) of section
203(c), a child who is entitled to child’s insurance benefits under sub-
section (d) for any month, and who has attained the age of 18 but is
not in such month under a disability (as defined in section 223(c))
which began before he attained such age, shall be deemed not entitled
to such benefits for such month, unless he was under such a disability
m the third month before such month.

“(2) Subsection (f)(4), and so much of subsections (b) fe), (d)
(6), (e)(3), (g)(3), and (h) (4) of this section as precedes the semi-
colon, shall not apply in the case of any child unless such child, at the
time of the marriage referred to therein, was under a disability t(’ha.s:
defined in section 223(c¢) ) which began before such child attained the
age of 18 or had been under such a disability in the third month before
the month in which such marriage occurred.

“(8) Subsections (c (2; (B) and (f% 2{ (B) of this section, so
much of subsections (b) (3), (d) 58), (ﬁ 3), (g)(8),and (h) (4) of
this section as follows the semicolon, the last sentence of subsection
(c) of section 203, subsection Ef) El) EC) of section 203, and subsec-
tions (b) (3) (B), (e) (8) (B), (f)(3) B{, and (g) (6) (f}) of section
216 s not appi_y in the case of any child with restgemt to any month
referred to therein unless in such month or the third month 2;rior
thereto such child was under a disability (as defined in section 223(c))
which began before such child attained the age of 18.”

(2) So much of subsection e&c{)@} of such section 202 as precedes
subparagraph (A]} is amended by inserting “(subject to subsection
(S)?” :ﬁ’r & ”.

(3) So much of subsection (d)(6) of such section 202 as follows
subparagraph (B) is amended by inserting “but subject to subsection
(s)” after “notwithstanding the provisions of paragraph (1)”.

(4) So much of subsection (e}’(s) of such section 202 as follows
subgumgm}}h (B) is amended by inserting “but subject to subsection
(s)” after “notwithstanding the provisions of paragraph (1)”.

(5) So much Rf subeectinﬁ 0& fE(Q) of such ‘s‘;%cstt,]ilt)m 202 as precedes
sub h (A) is amen y inserting ject to subsection
oy wen ans 1
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(6) So much of subsection (f) (4) of such section 202 as follows sub-
paragraph (B) is amended by inserting “but subject to subsection (s)”
after “notwithstanding the provisions of paragraph (1)”.

(7) So much of the first sentence of subsection (g) (1) of such sec-
tion 202 as follows subpa h QF) is amended by inserting “(sub-
ject to subsection (s) ) ” after “shall”.

(8) So much of subsection (g)(3) of such section 202 as follows
sub ars.graph (B) is amended by inserting “but subject to subsection
(s)” after “notwithstanding the provisions of paragraph (1)”.

(9) So much of subsection (h)(4) of such section 202 as follows
subparagraph (B) is amended by inserting “but subject to subsection
(s)” after “notwithstanding the provisions of paragraph (1)".

(10) The next to last sentence of subsection (c) of section 203 of
such Act is amended by striking out “for any month in which” and
inserting in lieu thereof “for any month in which paragraph (1) of
section 202 (s) applies or”.

( 113 The last sentence of subsection (¢) of such section 203 is
amended by striking out “No” and inserting in lieu thereof “Subject
to paragraph (3) of such section 202(s), no”.

{?2) The last sentence of subsection (f)(1) of such section 203
is amended by inserting “but subject to section 202(s)” after “Not-
withstanding the p rovisions of this paragraph”.

(13) Subsections (b), c?, (f), and g‘.ﬁ) of section 216 of such Act
are each amended by inserting before
“(subject, however, to section 202(s))”.

(14) Section 222(b) of such Act is amended by adding at the end
thereof the following new paragraph

“(4) The provisions of paragraph (1) shall not apply to any child

e period at the end thereof

entitled to benefits under section 202(d), if he has attained the age of

18 but has not attained the age of 22, for any month during which he
i;;} zuidflilktime student (as defined and determined under section

(153 Section 225 of such Act is amended by adding at the end
thereof the following new sentence: “The first sentence of this section
shall not apply to any child entitled to benefits under section 202(d),
if he has attained the age of 18 but has not attained the age of 22, for
any month during which he is a full-time student (as defined and
determined under section 202(d)).” i

(d) The amendments made by this section shall apply with respect to
monthly insurance benefits under section 202 of the Social Security
Act for months after December 1964 ; except that—

(1) in the case of an individual who was not entitled to a
child’s insurance benefit under subsection (d) of such section for
the month in which this Aect is enacted, such amendments shall
app]glonly on the basis of an ap&:lication filed in or after the month
in which this Act is enacted, an

(2) no monthly insurance benefit shall be payable for an
month before the second month following the month in whici
this Act is enacted by reason of section 202(d) (1) (B) (ii) of the
Social Security Act as amended by this section.

REDUCED BENEFITS FOR WIDOWS AT AGE 60

Sec. 307. (a) (1) Par:‘fmph (1) (B) of section 202 (e) of the Social
Security Act (as amend bg section 308(b) of this Act) is amended
by striking out “age 62” and inserting in lieu thereof “age 60”.

(2) Paragraph (2) of such section (as so amended) is amended by
striking out “Such” and inserting in lieu thereof “Except as provided
in subsection (q), such”.
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(b) ({1) Paragraph (1) of section 202(q) of such Act is amended
to read as follows:

“(1) If the first month for which an individual is entitled to an
old-age, wife’s, husband’s, or widow’s insurance benefit is a month
before the month in which such individual attains retirement age, the
amount of such benefit for each month shall, subject to the succeeding
paragraphs of this subsection, be reduced by—

“?a.) 5/9 of 1 percent of such amount if such benefit is an old-
age or widow’s msurance benefit, or 25/36 of 1 percent of such
amount if such benefit is a wife’s or husband’s insurance benefit,
multiplied b;

“(B) (i) the number of months in the reduction geriod for such
benefit (determined under paragraph (6)), if such benefit is for
a month before the month in which such individual attains re-
tirement age, or .

“(ii) the number of months in the adjusted reduction period
for such benefit (determined under paragraph (7)), if such benefit
is for the month in which such individual attains retirement age
or for any month thereafter.”

(2) Paragraph (3)(A) L(ias renumbered by section 304(c) of this
Act) of such section is amended—

(A) by striking out “wife’s or husband’s insurance benefit”
each place it appears and inserting in lieu thereof “wife’s, hus-
band’s, or widow’s insurance benefit” ; and

(B) by striking out “age 62” and inserting in lieu thereof “age
62 (in the case of a wife’s or husband’s insurance benefit) or age 60
(in the case of a widow’s insurance benefit) ”.

(3) Paragraph (3)(D) (as so renumbered) of such section is
amended by striking out “wife’s or husband’s” and inserting in lieu
thereof “wife’s, husband’s, or widow’s”.

(4) Paragraph (3) (as so renumbered) of such section is amended
by adding at the end thereof the following new subparagraph :

“(E)mff the first month for which an individual is entitled to an
old-age insurance benefit (whether such first month occurs before,
with, or after the month in which such individual attains the age of
65) 1s a month for which such individual is also (or would, but for
subsection (e) (1), be) entitled to a widow’s insurance benefit to which
such individual was first entitled for a month before she attained
retirement age, then such old-age insurance benefit shall be reduced
by whichever of the following is the larger:

“(i) the amount by which (but for this subparagraph) such
old-a.ﬁ'e insurance benefit would have been reduced ums)er para-
graph (1), or :

“(i1) the amount equal to the sum of the amount by which such
widow’s insurance benefit was reduced for the month in which
such individual attained retirement u%e and the amount by which
such old-age insurance benefit would be reduced under para-
E:a.ph (1) if it were equal to the excess of such old-age insurance

nefit (before reduction under this subsection) over such wid-
ow’s insurance benefit (before reduction under this subsection).”

(5) Paragraph (5) (as so renumbered) of such section is amended
by adding at the end thereof the following new subparagraph:

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

(6) Paraﬁmph (6) (assorenumbered) of such section is amended—

(A) by striking out “wife’s, or husband’s” and inserting in lieu
thereof “wife’s, husband’s, or widow’s”i

(B) by striking out “or husband’s” in subparae;mph (A) (1)
and inserting in lieu thereof “, husband’s, or widow’s”; and

(C) by striking out “age 65” in subparagraph (B) and insert-
ing in lieu thereof “retirement age”.

(7) Paragraph (7) (assorenumbered) of such section is amended—

(A) by striking out “wife’s, or husband’s” and inserting in lieu
thereof “wife’s, husband’s, or widow’s”; and

(B) by striking out “and” at the end of subparagraph (B), by
striking out the period at the end of subﬁmgraph C) and insert-
inﬁ in lieu thereof a comma, and by adding at the end thereof the
following new subpamgraghs:

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

“(Eg) in the case of widow’s insurance benefits, any month
before the month in which she attained retirement age for which
she was not entitled to such benefit because of the occurrence of
an event that terminated her entitlement to such benefits, and”.

(8) Section 202(%2 of such Act (as amended by section 304(c)
of this Act) is further amended by adding at the end thereof the
following new paragraph:

“(9) For purposes of this subsection, the term ‘retirement age’
means age 65 with respect to an old-age, wife’s, or husband’s insurance
benefit and age 62 with respect to a widow’s insurance benefit.”

(¢) The amendments made by this section shall apply with respect
to monthly insurance benefits under section 202 of the Social Security
Act for and after the second month following the month in which this
Act is enacted, but only on the basis of applications filed in or after the
month in which this Act is enacted.

WIFE'S AND WIDOW’S BENEFITS FOR DIVORCED WOMEN

Sgc. 308. ﬁa) Section 202 (b) of the Social Security Act is amended
to read as follows:
“Wife's Insurance Benefits

“(b) (1) The wife (as defined in section 216(b) ) and every divorced
wife (as defined in section 216(d) ) of an individual entitled to old-age
or disability insurance benefits, if such wife or such divorced wife—

“(A_.;Y has filed application for wife’s insurance benefits,

“(B) has attained age 62 or (in the case of a wife) has in her
care (individually or j 13111;11{' with such individual) at the time of

ing such application a child entitled to a child’s insurance benefit
on the basis of the wages and self-employment income of such
individual, .
H fC) in the case of a divorced wife, is not married,
. in the case of a divorced wife, was receiving at least one-
half of her support, as determined in accordance with regulations
prescribed by the gacretary, from such individual, or was receiv-
ing substantial contributions from such individual (pursuant to
a written agreement) or there was in effect a court order for
substantial contributions to her support from such individual—
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“(i) if he had a period of disability which did not end
before the month in which he became entitled to old-age or
disability insurance benefits, at the be%lmnmg of such period
or at the time he became entitled to suc baneﬁtshor

“(ii) if he did not have such a period of disability, at the
time he became entitled to old-age insurance benefits, and

“(E) is not entitled to old-age or disability insurance benefits,
or is entitled to old-age or disability insurance benefits based on a
primary insurance amount which is less than one-half of the
lprimary insurance amount of such individual,
shall (subject to subsection (s)) be entitled to a wife’s insurance bene-
fit for each month, beginning with the first month in which she
becomes so entitled to such insurance benefits and ending with the
month preceding the first month in which any of the following
occurs—

“(F) she dies
“(G) such individual dies,

in the case of a wife, they are divorced and either (i) she
has not attained age 62, or (i1) she has attained 62 but has not
been married to such individual for a period of 20 years imme-
diately before the date the divorce became effective,

i I¥ in the case of a divorced wife, she marries a person other
than such individual

“(9) in the case of a wife who has not attained age 62, no child

f such individual is entitled to a child’s insurance benefit,

“(XK) she becomes entitled to an old-age or disability insurance
benefit based on a primary insurance amount which is equal to or
eg&ee{}s one-half of the primary insurance amount of such indi-
vidual, or

“(Li such individual is not entitled to disability insurance
benefits and is not entitled to old-age insurance benefits.

“(2) Except as provided in subsection (q), such wife’s insurance
benefit for each month shall be equal to one-half of the primary insur-
ance amount of her husband (or, in the case of a divorced wife, her
former husband) for such month.

“(3) In the case of any divorced wife who marries—

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

“(B) an individual who has attained the age of 18 and is
entitled to benefits under subsection (d),

such divorced wife’s entitlement to benefits under this subsection shall,
notwithstanding the provisions of paragraph (1) (but subject to sub-
section (s)), not be terminated by reason of such marriage; ex?t
that, in the case of such a marriage to an individual entitled to’ben ts
under subsection (d), the preceding provisions of this paragraph shall
not a.]]l)ply with to benefits for months after the last month for
which such individual is entitled to such benefits under subsection (d)
unless he ceases to be so entitled by reason of his death.”

(b) (eld) Paruﬁmphs (1) and (2) of section 202(e) of such Act are
amended to read as follows: e

“(1) The widow (as defined in section 216(c)) and every surviving
divorced wife lStm defined in section 216(d) ) of an individual who died
a fgl_y insured individual, if such widow or such surviving divorced
wi

“(A) is not married,

“(B) hasattained age 62,
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“(C) (i) has filed application for widow’s insurance benefits, or
was entitled, after attainment of age 62, to wife’s insurance bene-
fits, on the basis of the wages and self-employment income of such
individual, for the month r“Emcadjng the month in which he died, or

“(ii) was entitled, on the basis of such wages and self-employ-
ment income, to mother’s insurance benefits for the month pre-
wdzli' gthe month in which she attained age 62

“(D) in the case of a surviving divorced wife who was not
entitled to wife’s insurance benefits on the basis of the wagﬁe and
self-employment icome of such individual for the month pre-
ceding the month in which he died, was receivinii at least one-half
of her support, as determined in accordance with regulations pre-
scribed by the Secretary, from such individual, or was receiving
substantial contributions from such individual (pursuant to a
written agreement) or there was in effect a court order for sub-
stantial contributions to her support from such individual—

“(i) at the time of his death (or, if such individual had a
period of disability which did not end prior to the month in
which he died, at the time such period began or at the time
of his death), or

“(ii) at time he became entitled to old-age insurance
benefits or disability insurance benefits (or, if such individual
had a period of disability which did not end before the month
in which he became entitled to such benefits, at the time such
Eer)lod begand or at the time he became entitled to such bene-

ts), an

“(E) is not entitled to old-age insurance benefits or is entitled
to old-age insurance benefits each of which is less than 82

rcent of the primary insurance amount of such decease
individual,

shall be entitled to a widow’s insurance benefit for each month,
beginning with the first month in which she becomes so entitled to
such insurance benefits and ending with the month irecedmg the
first month in which any of the following occurs: she remarries,
dies, or becomes entitled to an old-age insurance benefit equal to or
exceeding 8214 percent of the primary insurance amount of such
deceased individual.

* !(3) S‘;;cgh widow’s mgutr]::.nca benefit for each month shf&ll Eﬁ
ual to 8214 t o e primary insurance amount of su
?lqeceased individua 2
52} Paragraph %32 of section 202(e) of such Act is repealed.

3 Sacticzl‘;) 202(e) of Sll}l:h é%ct i:i am;nded by rﬁd ignating
paragra a8 paragra and such paragraph is er
amendacrh by striking out §:\wn'éo'w'” and inserting in lieu thereof
“widow or surviving divorced wife” and by striking out “widow’s”
and inserting in lieu thereof “widow’s or surviving divorced wife’s”.

(¢) Section 216(d) of such Act is amended to read as follows:

“Divorced Wives; Divorce

“(&;Ic{1 (1) The term ‘divorced wife’ means a woman divorced from
an individual, but only if she had been married to such individual
for a period of 20 years immediately before the date the divorce
became effective.

“(2) The term ‘surviving divorced wife’ means a woman divorced
from an individual who has died, but only if she had been married
to the individual for a period of 20 years immediately before the date
the divorce became effective.

49-850 O-66—27
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“(3) The term ‘surviving divorced mother’ means a woman divorced
from an individual who has died, but only if (AIL she is the mother
of his son or daughter, (B) she l’e(fa.l] u.gopted is son or daughter
while she was married to him an ile such son or daughter was
under the age of 18, (C) he legally adopted her son or daughter
while she was married to him and while such son or daughter was
under the age of 18, or (D) she was married to him at the time both
of them laﬁsﬁ}y ado?ted a child under the age of 18.

“(4) The terms ‘divorce’ and ‘divorced
matrimonii.” &

(d) (1) Section 202(c) (1) of such Act is amended by striking out
::gvomed b vinculo matrimonii,” and inserting in lieu thereof

VO :

(2) (A) Subsections (d) (6) (A), (f)(4)(A), and (h) (4) (A) of
‘8‘0013)1(:}1 202 of such Act are each amended by inserting “(b),” before

e 4§ ®

(B) Subsections (b) and (c) of section 216 of such Act are each
s(m;endsd by striking out “(e) or” and inserting in lieu thereof “(b),

e), or”.

(3) Subparagraph (A) of section 202(g)(1) of such Act is
amended by striking out “has not remarrie(ﬁ) and inserting in lieu
thereof “is not married”.

(4) Subparagraph (F) of section 202(g) (1) of such Act is amended
to read as follows:

“(F) in the case of a surviving divorced mother—

“(i) at the time of such individual's death (or, if such
individual had a period of disability which did not end before
the month in which he died, at the time such period began or
at the time of such death)—

“(I) she was receiving at least one-half of her support,
as determined in accordance with lations prescri
by the Secretary, from such individual, or

“(II) she was receiving substantial contributions from
such individual (pursuant to a written agreement), or

“(III) there was a court order for substantial contri-
butions to her support from such individual,

“(ii) the child referred to in subparagraph (E) is her son,
daughter, or legall adolieted child, and

"“gii) the benefits referred to in such subparagraph are
payable on the basis of such individual’s wages and self-
emplo tincome,”. Ry

(5) Section 202(g) of such Act is further amended by striking out
“former wife divorced” each place it appears and inserting in lieu
thereof “surv"iv;gg divorced mother”.

(6) Section 203(a) of such Act (as amended by section 301(c) of
this Act) is amended by striking out the period at the end of the first
sentence and inserting in lieu thereof , or” and by adding the follow-
ing new paragraph:

“&) when any of such individuals is entitled to monthly bene-
fits as a divorced wife under section 202(b) or as a survivin
divorced wife under section 202(e) for any month, the benefit
to which she is entitled on the basis of the wages and self-
em log;nent income of such insured individual for such month
sha determined without regard to this subsection, and the
benefits of all other individuals who are entitled for such month
to monthly benefits under section 202 on the wages and self-

refer to a divorce a vinculo
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employment income of such insured individual shall be deter-
mined as if no such divorced wife or surviving divorced wife
were entitled to benefits for such month.” S

(7) Section 203 (;:gg) of such Act is amended by striking out
“former wife divorced” and inserting in lieu thereof “surviving
divorced mother”, )

(8) Section 203(d) (1) of such Act is amended by striking out
“wife,” and inserting in lieu thereof “wife, divorced wife,”.

(9) The second sentence of section 205(b) of such Act is amended
by striking out “wife, widow, former wife divorced,” and inserting in
lieu thereof “wife, divorced wife, widow, surviving divorced wife, sur-
viving divorced mother,”. § ;

(llﬁ Section 205 (c) ( 1) (C) of such Act is amended by striking out
“former. wife divorced,” and inserting in lieu thereof “surviving
divorced wife, surviving divorced mother,”.

(11) Section 222(b) (3) of such Act is amended by inserting
“dimmfc’l e %ﬂ(ef “v?fe’”' 202(g) of such Act i

12) Paragrap of section g) of such Act is repealed.

5133 Section 202 ( g; of such Act is amended by redesignating para-
graph (4) as paragraph (3). : j 1 Y

(e) The amendments made by this section shall be applicable with
respect to monthly insurance benefits under title IT of the Social
Security Act beginning with the second month following thé month
in which this Act is enacted ; but, in the case of an individual who was
not entitled to a monthly insurance benefit under section 202 of such
Act for the first month following the month in which this Aect is
enacted, only on the basis of an application filed in or after the month
in which this Act is enacted.

TRANSITIONAL INSURED S8TATUS

Sec. 309. (a) Title IT of the Social Security Act is further amended
by adding at the end thereof (after the new section 226 added by sec-
tion 101 of this Aet) the following new section:

“IRANSITIONAL INSURED STATUS

“Spo. 227. (a) In the case of any individual who attains the
age of 72 before 1969 but who does not meet the requirements of
section 214(a), the 6 quarters of coverage referred to in so much of
E:ragraph (1) of section 214(a) as follows clause (C) shall, instead,

3 quarters of coverage for purposes of determining entitlement
of such individual to benefits under section 202(a) of his wife
to benefits under section 202(b), but, in the case of such wife, only
if she attains the age of 72 before 1069 and only with respect to
wife’s insurance benefits under section 202(b) for and after the
month in which she attains such age. For each month before the
month in which any such individual meets the requirements of section
214(a), the amount of his old-age insurance benefit shall, notwith-
standing the provisions of section 902;:) be $35 and the amount
of the wife’s insurance benefit of his wi s’hall, notwithstanding the
provisions of section 202 (b), be $17.50.

“(b) In the case of any individual who has died, who does not
meet the requirements of section 214(a), and whose widow attains
age 72 before 1969, the 6 quarters of eovernfe referred to in para-
gmfgh (3) of section 214(:3 and in so much of paragraph (1) thereof
as follows clause (C) shall, for purposes of determining her entitle-
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ment to widow’s insurance benefits under section 202 (e), instead be—
“(1) 3 quarters of coverage if such widow attains the age
of 72 in or before 1966,
“(2) 4 quarters of coverage if such widow attains the age of
72 in 1967, or
“(3) b quarters of coverage if such widow attains the age of
72 in 1968.
The amount of her widow’s insurance benefit for each month shall,
notwithstanding the provisions of section 202(e) (and section 202
(m)), be $35. A _

. Sc) In the case of any individual who becomes, or upon filing
a.gg ication therefor would become, entitled to benefits under section
202(a) by reason of the application of subsection (a) of this section,
who dies, and whose widow attains the age of 72 before 1969, such
deceased individual shall be deemed to meet the requirements of sub-
section &b) of this section for pu of determining entitlement of
such widow to widow’s insurance benefits under section 202(e).”

(b) The amendment made by subsection (a) shall apply in the
case of monthly benefits under title IT of the Social Security Act for
and after the second month following the month in which this Act
is enacted on the basis of applications filed in or after the month in
which this Act is enacted.

INCREASE IN AMOUNT AN INDIVIDUAL IS PERMITTED TO EARN WITHOUT
SUFFERING FULL DEDUCTIONS FROM BENEFITS

Seo, 310. (a) (1) Paragrs,;iha (1), (3), and (4)(B) of subsection
(f) of section 208 of the Social Security Act are each amended by strik-
:gg out “$100” wherever it appears therein and inserting in lieu thereof
‘1257,

(2) The first sentence of paragraph (3) of such subsection (f) is
amended by striking out “éﬂﬂ” each place it appears therein and
inserting in lieu thereof “$1,200”.

(3) amgz:{)h (1) (A) of subsection (h) of section 208 of such
‘.t‘\ct is amended by striking out “$100” and inserting in lien thereof
(b) The amendments made by subsection (a) shall apply with
respect to taxable years ending after December 31, 1965.

COVERAGE FOR DOCTORS OF MEDICINE

Sec. 811. (a) (1) Section 211(c) (5) of the Social Security Act is
amended to read as follows:

“(5) The performance of service by an individual in the
exercise of his profession as a Christian Science practitioner.”

(2) Section 211( csj of such Act is further amended by striking out
the last two sentences and inserting in lieu thereof the following:
“The provisions of paragraph (4) or (5) shall not apply to service
(other than service performed by a member of a religious order who
has taken a vow of poverty as a member of such order) performed
by an individual duri tge period for which a certificate filed by
him under section 1402(e) of the Internal Revenue Code of 1954 is
in effect.”

(8) Section 210(a) (6) (C) (iv) of such Act is amended by insert-
ing before the semicolon at the end thereof the following: “, other
than as a medical or dental intern or a medical or dental resident in
training”.
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(4) Section 210(a) (13) of such Act is amended by striking out all
that follows the first semicolon.

(b) (1) Section 1402(c) (5) of the Internal Revenue Code of 1954
grfllating to definition of trade or business) is amended to read as

olloOwSs:
“(5) the performance of service by an individual in the
exercise of his profession as a Christian Science practitioner.”

(2) Section 1402(c) of such Code is further amended by striking
out the last.two sentences and inserting in lieu thereof the following:
“The provisions of paragraph (4) or (5) shall not apply to service
(other than service performed by a member of a religious order who
has taken a vow of poverty as a member of such order) performed by
an individual during the period for which a certificate filed by him
under subsection (e) is in effect.”

(8) (A) Section 1402(e) (1) of such Code (relating to filing of
waiver certificate by ministers, members of religious orders, and
Christian Science practitioners) is amended by striking out “extended
to service” and all that follows and inserting in lieu thereof “extended
t}? seifwce described in subsection (¢)(4) or (e¢)(5) performed by

im.

(B) Clause (A) of section 1402(e) (2) of such Code (relating to
time for filing waiver certificate) is amended to read as follows:
L ﬁ the due date of the return (including any extension thereof)
for his second taxable year ending after 1954 for which he has net
earnings from self-employment (computed without regard to sub-
sections gc) (4) and (c) (5)) of $400 or more, any part of which was
derived the Parformame of service described in subsection (c)
(4) or (c)(5); or”.

(4) Section 3121(b) (6) (C) (iv) of such Code (relating to defi-
nition of employment) is amended by inserting before the semicolon
at the end thereof the following: , other than as a medical or dental
intern or a medical or dental resident in training”.

(5) Section 3121(b) (13) of such Code is amended by striking out.
all that follows the first semicolon.

(¢) The amendments made by paragraphs (1) and (2) of subsec-
tion (a), and by paragraphs (1), (2), and (3) of subsection Eb), shall
apply only with respect to taxable years endini;m or after ber
31, 1965. The amendments made by paragraphs (3) and (4) of sub-
section (a), and by paragraphs (4) a.ndnf')l; of subsection (b), shall
apply only with respect to services performed after 1965.

GROSS INCOME OF FARMERS

Sec. 312. (a) The second sentence following paragraph (8) in
section 211(a) of the Social Security Act is amended by striking out
“$1,800” each place it appears and inserting in lieu thereof “$2,400”,
and by striking out “$1,200” each place it appears and inserting in
lieu thereof “$1,600".

(b) The second sentence following paragraph (9) in section
1402(a) of the Internal Revenue Code of 1954 (relating to net earn-
ings from self-employment) is amended by striking out “$1,800” each
place it appears and inserting in lieu thereof “$2,400”, and by striki
3§1t 6‘0‘%},20103” each place it appears and inserting in lieu thereo
‘$1,600”,

(¢) The amendments made by this section shall apply only with
respect to taxable years beginning after December 31, 1965,
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COVERAGE OF TIPS

Skc. 313, (a) Sl) Section 209 of the Social Security Act is amended
by striking out “or” at the end of subsection (j), by striking out the
period at the end of subsection (k) and inserting in lieu thereof “; or”,
and by adding immediately after subsection (k) the following new

on:
o El) (1) Tips paid in any medium other than cash;
“(2) Cash tips received by an employee in any calendar month in
the course of his employment by an employer unless the amount of
such cash tips is $20 or more.” ;

32 Section 209 of such Act is further amended by adding at the
end thereof the following new paragraph:

“For pu of this title, tips received by an employee in the
course of his employment :Lnlfsbe considered remuneration for
employment. Such remuneration shall be deemed to be paid at the
time a written statement including such tiﬁ is furnished to the
emiJloyer pursuant to section 6053(a) of the Internal Revenue Code
of 1954 or (if no statement including such tips is so furnished) at the
time received.”

(b) Section 451 of the Internal Revenue Code of 1954 (relating to

eral rule for taxable year of inclusion) is amended by adding at
the end thereof the following new subsection :

“(c) Seecia Rure ror Emproyee Tips.—For purposes of sub-
section (a), tips included in a written statement furnished an employer
by an employee pursuant to section 6053(a) shall be deemed to be
received at the time the written statement including such tips is fur-
nished to the employer.”

(e) (1) Section 3102 of such Code (relating to deduction of tax
from wages) is amended by adding at the end thereof the following
new subsection :

“(¢) Sepeciar Rure ror Tres—

“(1) In the case of tips which constitute wages, subsection (a)
shall be applicable only to such tips as are included in a written
statement furnished to the employer pursuant to section 6053 (a),
and only to the extent that collection can be made by the employer,
at or after the time such statement is so furnished and before the
close of the 10th day following the calendar month (or, if para-
graph (3) applies, the 30th day following the quarter) in which
the tips were deemed paid, by deducting the amount of the tax
from such wages of the employee (excluding tips, but including
funds turned over by the employee to the employer pursuant to
paragra{oh 2)) as are under control of the employer.

“(2) If the tax imposed by section 8101, with respect to tips
which are included in written statements furnished in any month
to the employer pursuant to section 6053(a), exceeds the wages
of the empIOﬁee (excluding tips) from which the employer is
required to collect the tax under ¥amgmph (1), the employee may
furnish to the employer on or before the 10th day of the followin%
month (or, if paragraph (3) applies, on or before the 30th day o
the following quarter}) an amount of money equal to the amount
of the excess.

“(3) The Secretary or his delegate may, under regulations
prescribed by him, authorize employers—

“(A) to estimate the amount of tips that will be reported
by the employee pursuant to section 6053 (a) in any quarter of
the calendar year,
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“(B) to determine the amount to be deducted wupon each

yment of w (exclusive of tips) during such quarter as
giahe tips so e:t.lg:nted eonsbitutedlzh)e actual tips so reported,

“(Q) to deduct u any payment of w other than
tips, bztt including fgnds nﬁ-:fedy over by th:gp{ ee to the

employer pursuant to paragraph (2)) to such employee dur-
ing such quarter (and within 30 days thereafter) such amount
as may be necessary to adjust the amount actually deducted
upon such wages o themnpécgeeduﬁngthequartmhthe
amount required to be dedu in of tips included in
written statements furnished to the employer during the
quarter.

“(4) If the tax imposed by section 3101 with respect to tips
which constitute wages ex the portion of such tax which can
be collected by the employer from the wages of the employee pur-
suant to paragraph (I;) or paragraph (3), such excess shall be

id by the employee.”
@

The second sentence of section 8102 (a) of such Code is amended

by inserting before the period at the end thereof the following: “; and
an employer who is furnished by an employee a written statement of
t.lﬁell (received in a calendar month) pursuant to section 8053&:3 to
which paragraph (12) (B) of section 3121 (a) is applicable may deduct
an amount equivalent to such tax with to such tips from any
wages of the employee (exclusive of tipa; under his control, even
though at the time such statement is furnished the total amount of the
tips included in statements furnished to the employer as having been
received by the employee in such calendar month in the course of his
employment by such employer is less than $20”. ;

&) Section 3121 (a) of such Code (mlazing to definition of wages
under the Federal Insurance Contributions Act) is amended by
out “or” at the end of paragraph (10), by striking out the period at
the end of paragraph (11) and ing in lieu thereof “; or ”, and by
adding after Xsmgra.ph_ 511) the following new m h:

“(12) (A) tips paid in any medium other y

“(B) cash tips received by an employee in any calendar month
in the course of his employment I’J,y an employer unless the amount
of such cash tips is $20 or more.

(4) Section 8121 of such Code is further amended by adding at the
end thereof the following new subsection :

“(q) Tres Incuupep ror Emproyer Taxes—For purposes of this
chapter other than for purposes of the taxes imposed by section 3111,
tips received by an employee in the course of his employment shall be
considered remuneration for employment. Such remuneration shall
be deemed to be paid at the time a written statement including such
tips is furnished to the employer pursuant to section 6053(a) or (if
no statement including such tips is so furnished) at the time received.”

(d) (1) Section 3401 of such Code (relating to definitions for pur-
poses of collactini income tax at source on wages) is amended by
adding at the end thereof the following new subsection :

“(f) Tres.—For purposes of subsection (a), the term ‘wages’
includes tips received by an employee in the course of his employment.
Such wages shall be deemed to be paid at the time a written statement
including such tips is furnished to the nm(gloyer-pursuam to section
6053(a) or (if no statement including such tips 1s so furnished) at
the time received.”
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(2) Section 3401(a) of such Code (relating to definition of wages
for purposes of collecting income tax at souraeg is amended by striking
out “, or” at the end of tfamgm h (6) and inserting in lieu thereof
“; or”, by striking out the period at the end of tﬁaragmph (12) and
inserting in lieu thereof “; or”, by striking out the period at the end
of paragraph &115) and inserting in lieu thereof “; or”, and by adding
after paragraph (15) the following new paragraph:

“(16) (A) as tips in any medinum other than cash;

“(B) as cash tips to an employee in any calendar month in the
course of his employment by an employer unless the amount of

such cash tips is $20 or more.”
(3) Subsection (a) of section 3402 of such Code (relating to in-
come tax collected at source) is amended by striking out “subsection

(j)” and inserting in lieu thereof “subsections (j) and (k) ”.

(4) Section 3402%11) (8) of such Code (relating to income tax with-
holding on basis of average wages) is amend b‘y ingerting after
“quarter” the first place it appears the following: “(and, in the case
of tips referred to in subsection (k), within 30 days thereafter)”,

5) Section 3402 of such Code is further amended by adding at the
end thereof the following new subsection :

“(k) Tres.—In the case of tips which constitute wages, subsection
(a) shall be applicable only to such tips as are included in a written
statement furnished to the employer pursuant to section 6053(a), and
only to the extent that the tax can be deducted and withheld by the
employer, at or after the time such statement is so furnished and before
lgl-g close c}?f the cnle;ldsi:' year in which s‘lmclil statementiD is funi.iséﬁld;

m such wages of the employee (excluding tips, but includi
funds turned over by the employee to the emxllﬁoyer for the purpose
of such deduction and withholding) as are under the control of
the employer; and an employer who is furnished by an employee a
written statement of tips (received in a calendar month) pursuant to
section 6053(a) to which paragraph (16)(B) of section 3401(a) is
applicable may deduct and withhold the tax with respect to such
tips from any wages of the employee (excluding tips) under his con-
trol, even though at the time such statement i1s furnished the total
amount of the tips included in statements furnished to the employer
as having been received by the employee in such calendar month in
the course of his employment by such employer is less than $20. Such
tax shall not at any time be deducted and withheld in an amount which
exceeds the ag te of such wages and funds (including funds
turned over under section 3102(c) 2)(}1 minus any tax required by
section 3102 (a) to be collected from such w and funds.”

(e) (1) Section 6051(a) of such Code &m ating to receipts for em-
ployees) is amended by adding at the end thereof the following new
sentence : “In the case of tips received by an employee in the course of
his employment, the amounts required to be shown J Esamgrapha (3)
and (5) shall include only such tips as are included in statements
furnished to the employer pursuant to section 6053(af) 5l

(2) (A) Subpart C of }mrt IIT of subchapter A of chapter 61 of
such Code (relating to information regarding wages paid employees)
is amended by adding at the end thereof the following new section:
“SEC. 6053. REPORTING OF TIPS.

“(a) Rerorts By EMPLOYEES.—Every employee who, in the course of
his employment by an employer, receives in any calendar month tips
which are w (as defined in section 3121(&{ or section 8401(3.}:&
shall report all such tips in one or more written statements furnish
to his employer on or before the 10th day following such month. Such



79 STAT. ] PUBLIC LAW 80-97—JULY 30, 1965

statements shall be furnished by the employee under such regulations,
at such other times before such 10th day, and in such form and manner,
as may be prescribed by the Secretary or his delegate.
. “(b Smmmn-xtﬁ URNISHED BY Emmrtedr%ns.—lf thla tax imposed
section 3101 with respect to tips repo an employee pursuant
t.g subsection (a) axceedspflfa tax vghich can be c{]lected the employer
pursuant, to section 3102, the employer shall furnish to the employee
a written statement showing the amount of such excess. The statement
required to be furnished pursuant to this subsection shall be furnished
at such time, shall contain such other information, and shall be in such
form as the Secretary or his delegate may by regulations prescribe.
‘When required by such regulations, a duplicate of any such statement
shall be filed with the S or his delegate.” -

(B) Section 6652(b) of such Code (relatin§.t0 failure to file infor-
mation returns) is amended by inserting after “income tax withheld),”
the following: “and in the case of each failure to furnish a statement
required by section 6053 (b)) (relating to statements furnished by em-
ployers with respect to tips),”.

C) Section 6674 of such Code (relating to fraudulent statement or
failure to furnish statement to employee) is amended by striking out
“Gogli;)egch place it appears and inserting in lieu thereof “6051 or
605 :

(D) The table of sections for such subpart C is amended by adding
at the end thereof the following:

“Sec. 6053. Reporting of tips.”

(3) Section 6652 of such Code (relating to failure to file certain
information returns) is amended by redesignating subsection (c) as
subsection (d) and by inserting after subsection (b) the following
new subsection :

“(c) Famure To Rerorr Tres—In the case of failure by an em-
p]omto report to his employer on the date and in the manner pre-
scribed therefor any amount of tips required to be so reported by sec-
tion 6053 (a) which are wages (as defined in section 3121(a) ), unless
it is shown that such failure is due to reasonable cause and not due to
willful neglect, there shall be paid by the employee, in addition to the
tax imposed by section 3101 with respect to the amount of tips which
he so failed to report, an amount equal to 50 percent of such tax.”

(f) The amendments made by this section shall apply only with
respect to tips received by employees after 1965.

INCLUSION OF ALASEA AMONG BTATES PERMITTED TO DIVIDE THEIR RETIRE-
MENT SYSTEMB

Sec. 314. The first sentence of section 218(d) (6) (C) of the Social
Security Act is amended by inserting “Alaska,” before “California”.

ADDITIONAL PERIOD FOR ELECTING COVERAGE UNDER DIVIDED RETIREMENT
BYSTEM

Sec. 315. The first sentence of section 218(d) (6) (F) of the Social
Security Act is amended by striking out “1963” and inserting in lieu
thereof “1967”.
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EMPLOYEES OF NONPROFIT ORGANIZATIONS

Skc. 316. (a) (1) Section 3121 (k) (1) (B) (iii) of the Internal Reve-
nue Code of 1954 (relating to effective date of exemption of religious,
charitable, and certain other organizations) is amended to read as

follows:

“(iil) the first day of any calendar quarter preceding the
calendar quarter in which the certificate is filed, except that
such date may not be earlier than the first day of the twentieth
calendar quarter preceding the quarter in which such certifi-

(2) Tﬁawiﬂﬁ]dﬁ” de b

2 e amendment made by paragraph (1) shall apply in the case
of any certificate filed under section 3121(k) (1) (A)Plég such Code
after the date of the enactment of this Act.

(b) Section 3121 (k) (1& of such Code (relating to waiver of exemp-
tion by religious, charitable, and certain other organizations) is fur-
ther amentﬁsld by adding at the end thereof the following new
subpa.ragra&}h: .

(H) An organization which files a certificate under sub-
paragraph (A) before 1966 may amend such certificate dur-
g 1965 or 1966 to make the certificate effective with the first
day of any calendar quarter preceding the quarter for which
such certificate originally became effective, axcgl[{»t that such
date may not be earlier than the first day of the twentieth
calendar quarter grecedmg the quarter in which such certifi-
cate is so amended. If an organization amends its certificate
Eeumuant to the preceding sentence, such amendment shall

effective with respect to the service of individuals who
concurred in the filing of such certificate (initially or
through the filing of a supplemental list) and who concur
in the filing of such amendment. An amendment to a cer-
tificate filed pursuant to this subparagraph shall be filed with
such official and in such form and manner as may be pre-
scribed by mﬁlations made under this chapter. If an
amendment is filed pursuant to this subparagraph—
“(i) for purposes of computing interest and for pur-
of section 6651 (relating to addition to tax for
¥a‘.ilure to file tax return), the due date for the return
and E:;ymant of the tax for any calendar quarter result-
ing from the filing of such an amendment shall be the
last day of the calendar month following the calendar
quarter in which the amendment is filed ; and
“(ii) the statutory period for the assessment of such
tax shall not expire before the expiration of three years
from such due date.”

(¢) (1) Section 105(b) of the Social Security Amendments of 1960
is amended to read as follows:

“(b) (1) If—

“(A) an individual performed service in the employ of an
organization with respect to which remuneration was paid
before the first day of the calendar quarter in which the
organization filed a waiver certificate pursuant to section
3121 (k) (1) of the Internal Revenue Code of 1954, and such
service is excepted from employment under section 210(a)

(8) %3 of the Social Security Act,

“(B) such service would have constituted employment as
defined in section 210 of such Act if the requirements of sec-
tion 3121 (k) (1) of such Code were satisfied,
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“(C) such organization paid, on or before the due date cf
the tax return for the calendar quarter before the calendar
quarter in which the organization filed a certificate pursuant
to section 3121(k) (1) of such Code, any amount, as taxes
imposed by sections 3101 and 3111 of such Code, with respect
to such remuneration paid by the organization to the individ-
ual for such service,

“(D) such individual, or a fiduciary a.ctll’li for such
individual or his estate, or his survivor (within the meanin
of section 205‘;;) (1) ((‘J) of such Act), requests that suc
remuneration be deemed to constitute remuneration for
employment for purposes of title IT of such Act, and

(E) the request is made in such form and manner,
and with such official, as may be prescribed by ations
made by the Secretary of Health, Education, and Welfare,

then, subject to the conditions stated in para%;aﬂhs (2), (3), (1‘113;
and (5), the remuneration with respect to which the amount
been paid as taxes shall be deemed to constitute remuneration for
employment for purposes of title IT of such Act.

' (2{ Paragraph (1) shall not apply with respect to an individual
unless the organization referred to in paﬁraph (1)(A), on or
before the date on which the request described in par h (1) is
Elg&le, has filed a certificate pursuant to section 3121 (Eﬁﬁ of such

e.

“(3) Paragraph (1) shall not apply with respect to an individual
who is employetf by the or anizatI:on referred to in paragraph (2)
on the date the certificate is filed.

“(4) If credit or refund of any portion of the amount referred
to in aragm h (1) (C) (other than a credit or refund which would
be allowed if the service constituted employment for g oses of
chapter 21 of such Code) has been obtained, paragrap: u_la) shall
not aglplg ith respect to the individual unless the amount credited
or refunded (including any interest under section 6611 of such Code)
1s repaid before January 1, 1968, or, if later, the first day of the
third year after the year in which the organization filed a certificate
pursuant to section 3121 (k) (1) of such Code.

“(5) Paragraph (1) shall not apply to any service performed for
the organization in a period for which a certificate filed pursuant to
section 3121 (k) (1) of such Code is not in effect.”

(2) The amendment made by paragraph (1) shall take effect on
the date of the enactment of this Act. The provisions of section
105(b) of the Social Security Amendments of 1960 which were in
effect before the date of the enactment of this Act shall be applicable
with respect to any request filed under section 105(b) (1) of such
Amendments before such date. Nothing in the p ing sentence
shall prevent the filing of a request under section 105(b) (1) of such
A?gr)ldirf)entsasamen ed by this Act.

(1) an individual performed service with respect to which
remuneration was paid before the date of enactment of this Act
by an organization which, before such date, filed a waiver cer-
iéﬁ&ite pursuant to section 3121(k) (1) of the Internal Revenue

0de,
(2) such service is excluded from employment under title IT
of the Social Security Act but would not be excluded therefrom
if the requirements of such section 3121 (k) (1) had been met with

to such service,
8) such service was performed during the period such cer-
tificate was in effect, and
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(48 such individual was listed pursuant to such section 3121
(k) (1) at any time during such period and before the date of
enactment of this Act as an employee who concurred in the filing
of such certificate or such individual filed a request for coverage
pursuant to section 105(b) of the Social Securilg Amendments of
1960, as in effect prior to the enactment of this Act (but such list-
i%% or)request was not effective with respect to the service described
above),
then, subject to the conditions stated in subpara ¥hs (B), (C) SD)
and (E) of paragraph (1), and paragraph (4), of section 105 (b) o
the Social Security Amendments of 1960, as amended by this section,
the remuneration of such individual which was paid with respect to
suchlexcludedf service shall ?e de}o;mu} tniIconstitute ;emufnemtlon for
employment for purposes of such title II; except that, for purposes
oftgjs subsection, in ?:Eplying subparagraph (C) of ara%fzﬁ (1) of
such section 105 (l'? e date of enactment of this Act s be con-
sidered to be the date on which the organization filed its certificate
under section 3121 (k) (1) and mtg1 reference, in paragraph (4) of such
section, to such paragraph (1) shall be considered a reference to the
preceding provisions of this subsection.

COVERAGE OF TEMPORARY EMPLOYEES OF THE DISTRICT OF COLUMBIA

Sec. 317. (a) Section 210(a)(7) of the Social Security Act is
amended—
(1) by striking out “or” at the end of subparagraph (B),
(2) by striking out the semicolon at the end of subparagraph
(C) (ii) and inserting in lieu thereof “, or”, and
3) by adding after subparagraph (C) the following new sub-

pamgaph: : ] 3 5

“(D) service performed in the employ of the District of Colum-
bia or any instrumentality which is wholly owned thereby, if such
service is not covered by a retirement system established by a law
of the United States; exoef)t that the provisions of this subpara-
graph shall not be applicable to service performed—

“(i) in a hospital or penal institution by a patient or
inmate thereof;

“(ii) by any individual as an employee included under
section 2 of the Act of August 4, 1927 (relating to certain
interns, student nurses, and other student employees of hos-
pitals of the District of Columbia Government; 5 U.S.C.
1052), other than as a medical or dental intern or as a
medical or dental resident in training;

#(iii) by any individual as an employee serving on a tem-
porary basis in case of fire, storm, snow, earthquake, flood, or
other similar emergency ; or

“%r} by a member of a board, committee, or council of
the District of Columbia, paid on a per diem, meeting, or

other fee basis;”.

(b) Section 8121(b) (7) of the Internal Revenue Code of 1954
(relating to certain services not included in definition of employ-
ment) is amended—

(1) by striking out “or” at the end of subparagraph (A),
(2) by striking out the semicolon at the end of subparagraph
(B) and inserting in lieu thereof “, or”, and

(8) by adding after subparagraph (B) the following new

subparagraph:
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“(C) service performed in the employ of the District of
Columbia or any instrumentality which is wholly owned thereb
if such service 1s not covered by a retirement system established
by a law of the United States; except that the provisions of this
subpa; ph shall not be applicable to service performed—

“ii) in a hospital or penal institution by a patient or
inmate thereof;

“(ii) by any individual as an emgloyee included under
section 2 of the Act of August 4, 1947 (relating fo certain
interns, student nurses, and other student employées of hos-
pitals of the District of Columbia Government; 5 U.S.C.
1052), other than as a medical or dental intern or as a medical
or dental resident in traini 'n§;

“(iii) by any individual as an employee serving on a
temporary basis in case of fire, storm, snow, earthquake, flood
or other similar emergency ; or

“(iv) by a member of a board, committee, or council of
the District of Columbia, paid on a per diem, meeting, or
other fee basis;".

(¢) (1) Section 3125 of such Code (relating to returns in the case
of governmental employees in Guam and American Samoa) is amended
by adding at the en f the following new subsection :

“(izml)rsmcr oF Corumsia.—In the case of the taxes imposed by
this chapter with respect to service performed in the employ of the
Distriet of Columbia or in the employ of any instrumentality which
is wholly owned thereby, the return and payment of the taxes may be
made by the Commissioners of the District of Columbia or by such
agents as they may designate. The person making such return may
for convenience of administration, make payments of the tax imp
by section 83111 with respeect to such service without regard to the
$6,600 limitation in section 3121(a) (1).”

(2) The heading of such section 3125 is amended by striking
out “AND AMERICAN SAMOA” and inserting in lieu thereof “, AMER-
ICAN SAMOA, AND THE DISTRICT OF COL A

(8) The table of sections for subchapter C of chapter 21 of such
Code (relating to general provisions for Federal Insurance Contri-
butions Act) 1s amended by striking out

“Sec. 3125. Returns In the case of governmental employees in
Guam and American Samoa.”
and inserting in lieu thereof
“Sec. 3125, Returns in the case of governmental employees in
Guam, American Samoa, and the District of
Columbia."”

(d) Section 6205(a) of such Code (relatinﬁ to adjustment of tax)
is amended by adding at the end thereof the following new pamgm;ﬁx -

“(4) CT OF COLUMBIA A8 EMPLOYER.—For purposes of this
subsection, in the case of remuneration received during any calen-
dar year from the District of Columbia or any instrumentality
which is wholly owned thereby, the Commissioners of the District
of Columbia and each agent designated by them who makes a
return pursuant to section 3125 shall be deemed a separate

(e ion 6413 (a) of such Code (relating to adjustment of certain
employment taxes) is amended by adding at the end thereof the fol-

lowing aph :
& ?:)mg:smcr OF COLUMBIA AS EMPLOYER.—For Hurposes of this
subsection, in the case of remuneration received during any cal-
endar year from the District of Columbia or any instrumentality
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which is wholly owned thereby, the Commissioners of the District
of Columbia and each agent designated by them who makes
alretur:::r, pursuant to section 3125 shall be deemed a separate em-
ployer.”

(f) (1) Section 6413 (c) (2) of such Code (relating to applicability
of special refunds to certain employment taxes) is a.mende&l y adding
at the end thereof the following new subparagraph:

“(F) GOVERNMENTAL EMPLOYEES IN THE DISTRIOT OF COLUM-
B1A.—In the case of remuneration received from the District
of Columbia or any instrumentality wholly owned thereby,
during any calendar Kear, the Commissioners of the District
of Columbia and each agent designated by them who makes
a return pursuant to section 3125(c) shaﬁ, for purposes of
this subsection, be deemed a separate employer.”

(2) The heading of such section 6413 (c) (2% is amended by striking
out “AND AMERICAN 8aMo0A” and inserting in lieu thereof ¢, AMERICAN
SAMOA, AND THE DISTRICT OF COLUMBIA”,

(g) The amendments made by this section shall apply with respect
to service performed after the calendar quarter in which this section
is enacted and after the calendar quarter in which the Secretary of the
Treasury receives a certification from the Commissioners of the Dis-
trict of Columbia exgmss' their desire to have the insurance
established by title IT (aullxﬁ part A of title XVIII) of the Social
Security Act extended to the officers and employees coming under the
provisions of such amendments.

COVERAGE FOR CERTAIN ADDITIONAL HOSPITAL EMPLOYEES IN CALIFORNIA

Skc. 318. Section 102(k) of the Social Security Amendments of
1960 is amended by inserting “(1)” immediately a¥tm' “(k)”, and by
adding at the end thereof the following new paragraph:

“(gg Such agreement, as modified pursuant to paragraph (1), may
at the option of such State be further modified, at any time prior to
the seventh month after the month in which this paragraph is enacted,
s0 as to apply to services performed for any hospital affected by such
earlier modification by any individual who after December 31, 1959,
is or was employed by such State (or any political subdivision thereof
in any position described in paragraph (1). Such modification sha
be effective with respect to (A) alfgrvices performed by such individ-
ual in any such position on or after January 1, 1962, and (B) all suck
services, performed before such date, with respect to which amounts
equivalent to the sum of the taxes which would have been imposed by
sections 8101 and 3111 of the Internal Revenue Code of 1954 if such
services had constituted employment for purposes of chapter 21 of
such Code at the time they were performed have, prior to the date of
the enactment of this paragraph, been paid.”

TAX EXEMPTION FOR RELIGIOUS GROUPS OPPOSED TO INSURANCE

Skc. 819. (a) Subsection (¢) of section 1402 of the Internal Revenue
Code of 1954 is amended by striking out “or” at the end of paragraph
(4). by striking out the Period at the end of paragraph (5) and insert-
ing in lieu thereof “; or”, and by adding after paragraph (5) the fol-

new paragraph: -
lowln;z“(ﬁ) ?ﬁe perfl:)rmance of service by an individual during the
period for which an exemption under subsection (h) is effective
with respect to him.”



79 STAT. ] PUBLIC LAW 89-97—JULY 30, 1965

(b)de%ugmc&qﬁn(gc) o? set;timgh 211 &)ffthe Socialhs(zgull;ity Act is
amen 8 out “or” at the end of paragrap ¥ strkag’ i
out the penyod at the end of paragraph (5) &?Jd ﬁ%mg in lieu thereo

“; or”, and by adding after paragraph (5) the following new para-

graph:
% (3 The performance of service by an individual during the
eriod for which an exemption under section 1402(h) of the
ternal Revenue Code of 1954 is effective with respect to him.”
(c) Section 1402 of the Internal Revenue Code of 1954 is further
amended by adding at the end thereof the following new subsection:
“(h) Mempers oF CerrarN Revierous Farrms.—

“(1) ExemprioN.—Any individual may file an application (in
such form and manner, and with such official, as may be prescribed
by regulations under this chapter) for an exemption from the tax
imposed by this chapter if he 1s a member of a reco’qnized religious
sect or division thereof and is an adherent of established tenets or
teachings of such sect or division by reason of which he is con-
scientiously opposed to acceptance of the benefits of any private
or public insurance which makes payments in the event of death,
disability, old- or retirement or makes payments toward the
cost of, or provides services for, medical care (including the bene-
fits of any insurance system established by the Social Security
Act). Such exemption may be granted only if the application
contains or is accompanied by—

“(ﬂ‘%}l such evidence of such individual’s membership in,

and adherence to the tenets or teachings of, the sect or division

thereof as the Secretary or his delegate may require for pur-

poses of determining such individual’s compliance with the
preceding sentence, and

“(B) his waiver of all benefits and other payments under
titles IT and XVIII of the Social Security Act on the basis
of his wages and self-employment income as well as all such
benefits and other payments to him on the basis of the wages
and self-employment income of any other person,

glllld only if the Secretary of Health, Education, and Welfare finds
at—

“(C) such sect or division thereof has the established tenets
or teachings referred to in the preceding sentence,

“(D) it is the practice, and has been for a period of time
which he deems to be substantial, for members of such sect
or division thereof to make provision for their dependent
members which in his judﬁmant is reasonable in view of their
general level of living, an

“(E) such sect or division thereof has been in existence at
all times since December 31, 1950.

An exemption may not b“t:fmnted to any individual if any benefit
or other gzyment referred to in subparagraph (B) became pay-
able (or, but for section 208 or 222(b) of the Social Security Act
would have become payable) at or before the time of the filing of
such waiver.

“(2) TrMe FOR FILING APPLICATION.—For purposes of this sub-
section, an apﬁlicn.tion must be filed—

“(A) Inthe case of an individual who has self-employment
income (determined without regard to this subsection and
subsection (c)(8)) for any taxable year ending before
December 31, 1965, on or before April 15, 1966, an
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“(B) In any other case, on or before the time prescribed

for filing the return (incfuding any extension thereof) for

the first taxable year ending on or after December 31, 1965,

for which he has self-employment income (as so determined).

“(3) PERIOD FOR WHICH EXEMPTION EFFECTIVE.—An exemption

granted to any individual pursuant to this subsection shall apply

with respect to all taxable years bs%im\ing after December 31,

1950, except that such exemption shall not apply for any taxable
year—

“(AJ be%ummg (1) before the taxable year in which such
individual first met the requirements of the first sentence of
pamgraﬁh &sl), or (ii) before the time as of which the Secre-
tary of Health, Education, and Welfare finds that the sect or
division thereof of which such individual is a member met
the requirements of subparagraphs (C) and (D), or

“(B) ending (i) after the time such individual ceases to
meet the requirements of the first sentence of paragraph (1),
or (ii) after the time as of which the Secretary of th
Education, and Welfare finds that the sect or division thereof
of which he is a member ceases to meet the requirements of

subparagraph (C) or (D).

“(4) APPLICATION BY FIDUCIARIES OR SURVIVORS.—InN any case
where an individual who has self-employment income dies iefora
the expiration of the time prescribed by paragraph (2) for fili
an application for exemption pursuant to this subsection, sue
an application may be filed with respect to such individual within
such time by a fiduciary acting for such individual’s estate or by
such individual’s survivor (within the meaning of section 205

o ey () (1) (C) of the Social Security Act).” _
64 Stat. 482; (d) Section 202 of the Social Security Act is amended by adding
S e ) at the end thereof the following new subsection :

“Waiver of Benefits

“(v) Notwithstanding any other provisions of this title, in the case
of any individual who files a waiver pursuant to section 1402(h) of
Ante, p. 391 the Internal Revenue Code of 1954 and is granted a tax exemption
thereunder, no benefits or other payments shall be ﬁﬂ able under this
title to him, no payments shall be made on his be aff under part A
Ante, p. 291. of title X VIII, and no benefits or other payments under this title shall
be payable on the basis of his wages and self-employment income to
any other person, after the filing of such waiver; except that, if there-
after such individual’s tax exemption under such section 1402(h)
ceases to be effective, such waiver shall cease to be applicable in the
case of benefits and other payments under this title and part A of title
XVIII to the extent based on his self-employment income for and
after the first taxable year for which such tax exemption ceases to be
effective and on his for and after the calendar year (if any)
which begins in or with tia beginning of such taxable year.”
(e) The amendments made by this section shall apply with respect
to taxable years beﬁinning after December 31, 1950. For such pur-
684 Stat. 353 pose, chapter 2 of the Internal Revenue Code of 1954 shall be treated
1403. as applying to all taxable years beginning after such date.

(f) If refund or credit of any overpayment resulting from the
enactment of this section is prevented on the date of the enactment of
this Act or at any time on or before April 15, 1966, by the operation
of any law or rule of law, refund or credit of such overpayment may,



79 STAT. ] PUBLIC LAW 89-97-JULY 30, 1965

nevertheless, be made or allowed if claim therefor is filed on or before
April 15,1966. No interest shall be allowed or paid on any overpay-
ment resulting from the enactment of this section.

INCREABE OF 'EARNINGS COUNTED FOR BENEFIT AND TAX PURPOSES

Sec. 320. (a) (1) (A) Section 209 (a) (3) of the Social Security Act
is amended by inserting “and prior to 1966” after “1958”,

(B) Section 209 ga])] of such Act is further amended by adding at
the end thereof the following new paragraph :

“(4) That part of remuneration which, after remuneration
(other than remuneration referred to in the succeeding sub-
sections of this section) equal to $6,600 with respect to employ-
ment has been paid to an individual during any calendar year
after 1965, is paid to such individual during such calendar year;”.

(2) (A) Section 211(b) (1) (C) of such Act is amended by inserti
“and prior to 1966” after “1958”, and by striking out “; or” an
inserting in lieu thereof “; and”.

(B) Section 211(b) (1) of such Act is further amended by adding
at the end thereof the following new subparagraph :

“(D) For any taxable year ending after 1965, (i) $6,600, minus
(ii) the amount of the wages paid to such individual during the
taxable year; or”.

(3? (A) Section 213(a) (2) (ii) of such Act is amended by striking
out “after 1958” and inserting in lieu thereof “after 1958 and before
1966, or $6,600 in the case of a calendar year after 1965,

£§ ) Section 213(a) (2) (m} of such Act is amended by striking out
“after 1958” and inserting in lieu thereof “after 1958 and before 1966,
or $6,600 in the case of a taxable year ending after 1965”.

(4) Section 215(e) (1) of such Act is amended by strikinigu{: “and
the excess over $4,800 in the case of any calendar year after 1958”
and inserting in lieu thereof “the excess over $4,800 in the case of any
calendar year after 1958 and before 1966, and the excess over $6,600
in the case of any calendar year after 1965”,

(b) (1) (A) Section 1402(b) (1) {C) of the Internal Revenue Code
of 1954 (relating to definition of se :E-em?loyment income) is amended
by inserting “and before 1966” after “1958”, and by striking out
“; or” and inserting in lieu thereof “; and”.

(B) Section 1402(b) (1) of such Code is further amended by add-
ing at the end thereof the following new subparagraph :

“(D) for any taxable year ending after 1965, (i) $6,600,
minus (ii) the amount of the wages paid to such individual
during the taxable year; or”. /

(2) Section 3121(a) (1) of such Code (relating to definition of
wages) is amended by striking out “$4,800” each place it appears and
inserting in lieu thereof “$6,600". :

(3) The second sentence of section 3122 of such Code (relating to
Federal service) is amended by striking out “$4,800” and inserting in
lieu thereof “$6,600”.

(4) Section 8125 of such Code (relating to returns in the case of
Eovernmental employees in Guam and American Samoa) is amended

y striking out “$4,800” where it appears in subsections (a) and (b)
and inserting in lieu thereof “$6,6007.

(5) Section 6413(c) (1) of such Code (relating to special refunds
of employment taxes) is amended—

(A) by inserting “and prior to the calendar year 1966” after
“the calendar year 1958”;

49-850 O-66—28
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(B) by inserting after “exceed $4,800,” the following: “or (C)
during any calendar year after the calendar year 1965, the wages
received by him during such year exceed $6,600”.

(C) by inserting before the period at the end thereof the fol-
lowing: “and before 1966, or which exceeds the tax with respect
to the first $6,600 of such wages received in such calendar year
after 1965”.

(BI) Section 6413(c) (2) (A) of such Code (relating to refunds of
em&;yment taxes in the case of Federal employees) is amended by
striking out “or $4,800 for any calendar year after 1958” and inserting
in lieu thereof “$4,800 for the calendar year 1959, 1960, 1961, 1962,
1963, 1964, or 1965, or $6,600 for a.n{ calendar year after 1965,

&ci The amendments made by subsections (a) (1) and (a) (3) (A),
and the amendments made by subsection (b) (except pamgragh (1)
thereof), shall appllﬁ only with respect to remuneration paid after
December 1965. e amendments made by subsections (a)(2),
(a) (3) (B),and (b) {‘1) shall aaglll)ly only with respect to taxable years
ending after 1965. The amendment made by subsection (a) (4) shall
apply only with respect to calendar years after 1965.

72 Stat. 1043.
26 USC 6413.

CHANGES IN TAX SCHEDULES

e e Skc. 321. (a) Section 1401 of the Internal Revenue Code of 1954
1 relating to rate of tax under the Self-Employment Contributions
Act) is amended to read as follows:

“SEC. 1401. RATE OF TAX.

“(a) Orp-Age, Survivors, AND DisapiLrry INsurance—In addi-
tion to other taxes, there shall be imposed for each taxable year, on
the self-employment income of every individual, a tax as follows:

“(1) in the case of any taxable year beginning after December
31, 1965, and before Januar{] 1, 1967, the tax shall be equal to
5.8 percent of the amount of the self-employment income for such
taxable year;

“(2) in the case of any taxable year beginning after December
31, 1966, and before January 1, 1969, the tax shall be equal to 5.9
percent of the amount of the self-employment income for such
taxable year; Y

“(3) 1n the case of any taxable year beginning after December
31, 1968, and before January 1, 1973, the tax shall be equal to 6.6
percent of the amount of the self-employment income for such
taxable year; and

“(4) 1 the case of any taxable iear beginning after December
31, 1972, the tax shall be equal to 7.0 ]la)eroent of the amount of the
self-employment income for such taxable year.

“(b) Hosprrar Insurance—In addition to the tax imposed by the
preceding subsection, there shall be imposed for each taxable year,
on the s«ﬁf-employment income of every individual, a tax as follows:

“(1) in the case of any taxable year bagmmnﬁ after December
31, 1965, and before January 1, 1967, the tax shall be equal to 0.35
percent of the amount of the self-employment income for such
taxable year; s

“(2) 1n the case of any taxable year begm.nmﬁ after Decem-
ber 31, 1966, and before January 1, 1973, the tax shall be equal to
0.50 percent of the amount of the self-employment income for
such taxable year;
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“(3) in the case of any taxable year begmmxgﬁ ing after Decem-
ber 31, 1972, and before Jy anuary 1, 1976, the tax shall be equal to
0.55 percent of the amount of the aeif—amploymant income for such
mﬁzal)a ym]il;e f bl fter Decem:

m t caseoantaxneearbegmmx:lﬁ"&r -
ber 31, 1975, and before Jinuary 1, {980, the tax shall be equal to
0.60 percent of the amount of the self-employment income for
such taxable year;

“(5) in the case of any taxable year beginning after Decem-
ber 31, 1979, and before Jy anuary 1, 1987, the tax shall be equal to
0.70 percent of the amount of the self-employment income for
such taxable year; and

“(6) in the case of any taxable year beginning after Decem-
ber 31, 1986, the tax shall be equal to 0.80 percent of the amount
of the se]i—em%loyment income for such taxable year.

For purposes of the tax imposed by this subsection, the exclusion of
employee representatives by section 1402(c) (3) shall not & ply.”

8)) Section 3101 of the Internal Revenue Code of 1954 (relating to
rate of tax on employees under the Federal Insurance Contributions
Act) isamended to read as follows:

“SEC. 3101. RATE OF TAX.

“(a) Ovp-Ack, Survivors, AND Disasiurry INsurance—In addition
to other taxes, there is hereby imposed on the income of every indi-
vidual a tax equal to the followmgbpercentages of the wages (as
defined in section 3121(a)) received by him with respect to employ-
ment (as defined in section 3121 (b) )—

“(1) with respect to wages received during the calendar year
1966, the rate shall be 3.85 percent;

“(2) with respect to wages received during the calendar years
1967 and 1968, the rate shall be 3.9 percent ;

“(8) with respect to wages received during the calendar years
1969, 1970, 1971, and 1972, the rate shall be 4.4 percent ; and

“(4) with respect to wages received after mber 31, 1972,
the rate shall be 4.85 percent,

“(b) Hosprrar InsuraNce.—In addition to the tax imposed by the

ing subsection, there is hereby imposed on the income of every
individual a tax equal to the following percentages of the wages (as
defined in section 3121(a)) received by him with respect to employ-
ment (as defined in section 3121(b), but without regard to the pro-
visions of paragraph (9) thereof insofar as it relates to employees)—
“(1) with to wages received during the calendar year
1966, the rate shall be 0.35 percent ;
“(2) with respect to wages received during the calendar years
1967,1968, 1969, 1970, 1971, and 1972, the rate shall be 0.50 :
“(3) with res to wages received during the calendar years
1973, 1974, and 1975, the rate shall be 0.55 percent ;
“(4) with respect to w received during the calendar years
1976,1977, 1978, and 1979, the rate shall be 0.60 percent ;
“(5) with respect to wages received d the calendar years
1980, 1981, 5982, 1983, 1984, 1985, and 1986, the rate shall be 0.70
t; an
“(6) with respect to wages received after December 31, 1986,
the rate shall be 0.80 percent.” 4
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(e) Section 3111 of the Internal Revenue Code of 1954 (relating to
rate of tax on employers under the Federal Insurance Contributions
Act) is amended to read as follows:

“SEC. 3111, RATE OF TAX.

“(a) Orp-Ace, Survivors, AND Disapiniry INsuraNce—In addi-
tion to other taxes, there is hereby imposed on every employer an
excise tax, with respect to having individuals in his employ, equal to
the following percentages of the wages (as defined in section 3121(a) )
ga;t]]:(l}; him with respect to employment (as defined in section

1 L
“ 2 1) with respect to wages paid during the calendar year 1966,
the rate shall be 3.85 percent;
“(2) with respect to wages paid during the calendar years
1967 and 1968, the rate shall be 3.9 percent;
“(3) with respect to wages paid during the calendar years
1969, 1970, 1971, and 1972, the rate shall be 4.4 b3 anc}l'
“(4) with respect to wages paid after December 31, 1972, the
rate shall be 4.85 percent.

“(b) Hosprrar InsuraNceE—In addition to the tax imposed by the
preceding subsection, there is hereby imposed on every employer an
excise tax, with respect to having individuals in his employ, equal to
the following percentages of the wages (as defined in section 3121(a) )
Eaid by him with respect to employment (as defined in section 3121(b),

ut without regard to the provisions of paragraph (9) thereof insofar
as it relates to employees)—

“(1) with respect to wages paid during the calendar year
1966, the rate shaTbe 0.35 percent;

“(2) with respect to wages paid during the calendar years
1967, 1968, 1969, 1970, 1971, and 1972, the rate shall be 0.50 percent ;

“(3) with respect to wages paid during the calendar years
1973, 1974, and 1975, the rate shall be 0.55 percent;

“(4) with respect to wages paid during the calendar years 1976,
1977, 1978, and 1979, the rate shall be 0.60 percent;

“(5) with respect to wages paid during the calendar years
1980, 1981, 1982, 1983, 1984, 1985, and 1986, the rate shall be 0.70

reent ;

“(6) with respect to wages paid after December 31, 1986, the
rate shall be 0.80 percent.” : ;

(d) The amendments made by subsection (a) shall apply only with
respect to taxable years beginning after December 31, 1965. The
amendments made by subsections “E} and (c) shall apply only with
respect to remuneration paid after 31, 1965.

REIMBURSEMENT OF TRUST'FUNDS FOR COST OF NONCONTRIBUTORY MILI-
TARY BERVICE CREDITS

Sec. 322. Section 217(g) of the Social Security 'Act is amended to
read as follows:

“(g) (1) In September 1965, and in every fifth September there-
after up to and including September 2010, the Secretary shall deter-
mine the amount which, if paid in equal installments at the beginning
of each fiscal year in the period beginning— ’

i | A)d with July 1, 1965, in the case of the first such determina-
tion, an

“(B) with the July 1 following the determination in the case
of all other such determinations,
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and ending with the close of June 30, 2015, would accumulate, with
interest compounded :mnual}f, to an amount equal to the amount
needed to m each of the Trust Funds and the Federal Hospital
Insurance Fund in the same position at the close of June 30,
2015, as he estimates they would otherwise be in at the close of that
date if section 210 of this Act as in effect prior to the Social Securit
Act Amendments of 1950, and this section, had not been enacted.
The rate of interest to be used in determining such amount shall be
the rate determined under section 201(d) for public-debt obligations
which were or could have been issued for purchase by the Trust Funds
in a,EihB June preceding the September in which such determination is
made.

“(2) There are authorized to be approEEriated to the Trust Funds
and the Federal Hospital Insurance Trust Fund—

#(A) for the fiscal year ending June 30, 1966, an amount equal
t?; the a&nount determined under paragraph ( 1) in September
1965, an

“(B) for each fiscal ﬁear in the ‘]penod beginning with July 1
1966, and ending with the close of June 30, 2015, an amount equaj
to the annual installment for such fiscal year under the most
Eecent determination under paragraph (1) which precedes such

scal year.

“(3) For the fiscal year ending June 30, 2016, there is authorized
tobea pro%mtai to the Trust Funds and the Federal Hospital Insur-
ance t Fund such sums as the Secrei determines would place
tae Trust Funds and the Federal Hospital Insurance Trust Fund in
the same position in which they would have been at the close of June 30,
2015, if section 210 of this Act as in effect prior to the Social Security
Act Amendments of 1950, and this section, had not been enacted.

“(4) There are authorized to be appropriated to the Trust Funds
and the Federal Hospital Insurance 'f‘rust Fund annually, as benefits
under this title and part A of title XVIII are paid r June 30,
2015, such sums as the Secretary determines to be necessary to meet the
additional costs, resulting from subsections (a); (b), and (e), of such
benefits (including lump-sum death payments).’

ADOPTION OF CHILD BY RETIRED WOREKER

Skc. 3123- l()n.) Section 202(d ofl the Social Security Act is ﬁmendad—(i
striking out the last sentence in par 1), an

§2; b; adding at the end thereof gaftar ?ﬁeag;p patgag)l,'aphs

added by section 306 of this Act) the following new paragraphs:
“(9) In the case of—

“(A) an individual entitled to disability insurance benefits, or

“(B) an individual entitled to old-age insurance benefits who

was entitled to disability insurance benefits for the month preced-

{;13% tflil& first month for which he was entitled to old-age insurance

ents,

a child of such individual adopted after such individual became entitled

to such disability insurance benefits shall be deemed not to meet the

rﬁgll.‘lilrements of clause (i) or (iii) of paragraph (1) (C) unless such

. “(C) is the natural child or stepchild of such individual (includ-
ing such a child who wa,sgylly adopted by such individual), or

(D) was legally adopted by such individual before the end of
the 24-month period beginning with the month after the month in
which such individual most recently became entitled to disability
insurance benefits, but only if—
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“(i) proceedings for such adoption of the child had been
instituted by such individual in or before the month in which
the period of disability of such individual which still
exists at the time of such adoption (or, if such child was
adopted by such individual after such individual attained age
65, the period of disability of such individual which existed
in the month preceding the month in which he attained age
65), or

‘(ii) such adopted child was living with such individual
in such month.

“(10) If an individual entitled to old-age insurance benefits (but
not an individual included under paragraph (9)) adopts a child after
such individual becomes entitled to such benefits, such child shall be
deemed not to meet the requirements of clause (i) of paragraph (1) (C)
unless such child—

“(A) is the natural child or stepchild of such individual (in-
cluding such a child who was legally adopted by such individual),
or

“(B) was legally adopted by such individual before the end of
the 24-month period beginning with the month after the month
in which such individual became entitled to old-age insurance
benefits, but only if—

“(i) such child had been receiving at least one-half of his
support from such individual for the year before such indi-
vidual filed his a})glicat.ion for old-age insurance benefits or.
if such individual had a period of disability which continued
until he had become entitled to old-age insurance benefits, for
the year before such period of disability began, and

% gi) either proceedings for such adoption of the child had
been instituted by such individual in or before the month in
which the individual filed his a.pli)]jcat.ion for old-age insur-
ance benefits or such a.dopted child was living with such in-
dividual in such month.’

(b) The amendments made by subsection (a) of this section shall
be applicable to persons who file applications, or on whose behalf ap-

lications are filed, for benefits under section 202(d) of the Social
Security Act on or after the date this section is enacted. The time limit
provided by section 202(d) (IOL(B) of such Act as amended by this
section for legally adopting a child shall not apply in the case of any
child who is adopted before the end of the 12-month period following
the month in which this section is enacted.

EXTENSION OF PERIOD FOR FILING PROOF OF SUPPORT AND APPLICATIONS
FOR LUMP-SUM DEATH PAYMENT

Skc. 324. (a) Section 202(p) of the Social Security Act is amended
to read as follows:

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

“(p) (I;l)mygfaeinv;hicrf,hthemisafzﬂum? h (C) of sub
“(1) to file proof of support under subparagra of sub-
section Ec)?;’ clause (i) or (ii) of sub n.rn.gmpli\ ((D) of sub-
section (f)(1), or subparagraph (B) of subsection (h)(1). or
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under clause (B) of subsection (f) (1) of this section as in effect
prior to the Social Security Act Amendments of 1950, within the
period prescribed by such subparagraph or clause,or
“(2) to file, in the case of a death after 1946, application for a
lump-sum death payment under subsection (i), or under sub-
section (g) of this section as in effect prior to the Social Securit;
Act Amendments of 1950, within the period prescribed by suc
subsection, '
any such proof or a.gplication2 as the case may be, which is filed
after the expiration of such period shall be deemed to have been filed
within such period if it is shown to the satisfaction of the Secretary
that-there was good caunse for failure to file such proof or application
within such period. The determination of what constitutes good
cause for pu?aaes of this subsection shall be made in accordance with
regulations of the Secretary.”

(b) The amendments made by this section shall be effective with
respect to (1) applications for lump-sum death payments filed in or
after the month in which this Act is enacted, and (2) monthly benefits
based on applications filed in or after such month.

TREATMENT OF CERTAIN ROYALTIES FOR RETIREMENT TEST PURPOSES

Sec. 325. (a) (1) Subpa ph (B) of section 203 (f)(5) of the
Social Security Act is amended to read as follows:
“(B) For purposes of this section—
“(i) anindividual’s net earnings from self-employment for
anf taxable year shall be determined as provided in section
211, except that paragraphs (1), (4), and (gﬁ of section
211(c) shall not apply and the gross income shall be com-
;(:iljtfd bﬁ excluding the amounts provided by subparagraph
s AN
“(ii) an individual’s net loss from self-employment for
any taxable year is the excess of the deductions (plus his
distributive share of loss described in section 702(&3 (9) of
the Internal Revenue Code of 1954) taken into account under
clause (i) over the gross income (plus his distributive share
of income so described) taken into account under clause (1).”
(12 Suc?thsec;ii;ln 203 (£) (5) i}? further 1a:.mendlad by adding at the
end thereof the following new su -
“(D) Inthecaseofan 111<11'I;1u«'.1il;§§El
“(i) who has attained the age of 65 on or before the last
daly of the taxable year, and
‘(ii) who shows to the satisfaction of the Secretary that
he is receiving royalties attributable to a copyright or patent
obtained before the taxable year in which he attained the age
of 65 and that the rogiearty to which the copyright or patent
relates was createdgy own personal efforts,
there shall be excluded from gross income any such royalties.”
(b) The amendments made by subsection (a) shall apply with
respect to the computation of net earnings from self-employment and
;15%4 net loss from self-employment for taxable years beginning after
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AMENDMENTS PRESERVING RELATIONSHIP BETWELN RAILROAD RETIRE-
MENT AND OLD-AGE, S8SURVIVORS, AND DISABILITY INSURANCE
SYSTEMB :

Sec. 326. (a) Section 1 (cp of the Railroad Retirement Act of 1937
is amended by striking out “1961” and inserting in lieu thereof “1965”.

(b) Section 5(1) (9) of such Act is amended by striking out “after
1958 is, less than $4,800” and inserting in lieu thereof the following:
“after 1958 and before 1966 is less than $4,800, or for any calendar
year after 1965 is less than $6,600”; and by striking out “and $4,800
for years after 1958”, and inserting in lieu thereof the following:
“33;58’90 for years after 1958 and before 1966, and $6,600 for years after
1 '

TECHNICAL AMENDMENT RELATING TO MEETINGS OF BOARD OF TRUSTEES
OF THE OLD-AGE, BSURVIVORS, AND DISABILITY INSURANCE TRUST
FUNDS

Swc. 327. Section 201 (c) of the Social Security Act is amended by
striking out “six months” in the fourth sentence and inserting in lieu
thereof “calendar year”.

APPLICATIONS FOR BENEFITS

Sec. 328, (a) Section 202(j)(2) of the Social Security Act is
amended 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 require-
ments for such benefits shall be deemed a valid apglication only 1f the
applicant satisfies the requirements for such benefits before the Secre-
tary makes a final decision on the apgiication. If upon final decision
by the Secretary, or decision upon judicial review thereof, such appli-
cant is found to satisfy such reguiremants, the application shall be
deemed to have been filed in such first month.”

(b) Section 216(i) (2) of such Act (as amended by subsection
gh) (1) of section 303) is amended by inserting after subparagraph

) the following: g

“(F) An application for a disability determination filed before the
first day on which the applicant satisfies the requirements for a period
of disability under this subsection shall be deemed a valid application
only if the applicant satisfies the reg:lrements for a period of dis-
abiﬁty before the Secretary makes a final decision on the application.
If upon final decision by the Secretary, or decision upon judicial
review thereof, such applicant is found to satisfy such requirements,
the application shall be deemed to have been filed on such first day.”

(¢) The first sentence of section 223% of such Act is amended to
read as follows: “An application for disability insurance benefits filed
before the first month in which the E::,ﬂjplica.nt satisfies the rec‘;l‘ziremants
for such benefits (as prescribed in subsection (a) (1)) shall be deemed
a valid aﬁ)ﬁcation only if the applicant satisfies the requirements for
such benefits before the Secretary makes a final decision on the appli-
cation. If, upon final decision by the Secretary, or decision upon
judicial review thereof, such :ﬁ)]:lv);cant is found to satisfy such re-

uirement?l, ’i’:he application sh deemed to have been filed in such
rst month.
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(d) The amendments made by this section shall apply with respect
to (18 applications filed on or after the date of enactment of this
Act, (2) a];plications as to which the Secretary has not made a final
decision before the date of enactment of this Act, and (3) if a civil
action with respect to final decision by the Secretary has been com-
menced under section 205(g) of the Social Security Act before the
date of enactment of this applications as to which there has
Reen no final judicial decision before the date of enactment of this

ct.

UNDERPAYMENTS

Src. 329. Section 204 of the Social Security Act is amended by
adding at the end thereof the following new su ion:

“(d) Notwithstanding the provisions of subsection (a), if an indi-
vidual dies before any payment due him under this title is completed,
and the total amount due at the time of his death does not exceed the
amount of the monthly insurance benefit to which he was entitled for
the month preceding the month in which he died, payment of the
amount due shall be made—

“(1) to the person, if any, determined by the Secretary to be
the surviving spouse of the deceased individual and to have been
(liivinhg in the same household with the deceased at the time of his

eath, or

“(2) if there is no such Ferson, or if such person dies before
recelving payment, to the legal representative of the estate of
such d individual.”

PAYMENTS TO TWO OR MORE INDIVIDUALS OF THE SBAME FAMILY

Szc. 330. Section 205(n) of the Social Security Act is amended to
read as follows:

“(n) The Secretary may, in his discretion, certify to the Managing
Trustee any two or more individuals of the same family for joint pn{-
ment of the total benefits payable to such individuals for any month,
and if one of such individuals dies before a check representing such
joint payment is negotiated, payment of the amount of such unnegoti-
ated check to the surviving individual or individuals may be authorized
in accordance with regulations of the Secretary of the Treasury;
except that appropriate adjustment or recovery shall be made under
section 204(a§)wit£ respect to so much of the amount of such check as
exceeds the amount to which such survivinF individual or individuals
are entitled under this title for such month.’

VALIDATING CERTIFICATES FILED BY MINISTERS

Sec. 331. (a) Section 1402(e) of the Internal Revenue Code of
1954 (relating to certificates to waive tax exemption on self-employ-
ment income in the case of ministers, members of religious orders, and
Christian Science practitioners) is amended by striking out para-
graphs 55; and (6) and inserting in lieu thereof the following:

“(5) OPTIONAL PROVISION FOR CERTAIN CERTIFICATES FILED ON OR
BEFORE APRIL 15, 1967.—Notwithstanding any other provision of
this section, in any case where an individual has derived earnings
in any taxable year ending after 1954 from the g:;formance of
service described in subsection (c)(4), or in subsection (e¢)(5)
insofar as it related to the performance of service by an individual

53 Stat. 1370.
42 USC 405,

42 USC 404,

68 Stat. 1088.
26 USC 1402,

401



402

64 Stat. 518.
42 USC 405,

Ante, p. 394,

68 A Btat, 819,

26 USC 6611.
26 USC 6401,

26 USC 6501,

26 USC 6651.

74 Stat. 933,
42 USC 405.

(b)
suant to section 1402(e) (5) of the Internal Revenue Code of 1954, as
amended by subsection (a)— "

PUBLIC LAW 89-97—JULY 30, 1965 [79 Stat.

in the exercise of his profession as a Christian Science practitioner,
and has reported such eam.mﬁa as self-employment income on 2
return filed on or before the due date prescribed for filing such
return Sinchuiing any extension thereof)— ‘
“(A) a certificate filed by such individual on or before
April 15, 1966, which (but for this subparagraph) is ineffec-
tive for the first taxable year ending after 1954 for which
such a return was filed shall be effective for such first taxable
year and for all suceead.i.nﬁ taxable years, provided a supple-
mental certificate is filed by such individual (or a fiduciary
acting for such individual or his estate, or his survivor within
the meaning of section 205(¢) (1) (C) of the Social Security
Act) after the date of enactment of the Social Security
Amendments of 1965 and on or before April 15, 1967, and
“(B) a certificate filed after the date of enactment of the
Social Security Amendments of 1965 and on or before April
15, 1967, by a survivor (within the meaning of section 205 (c)
(13 (C) of the Social Security Act) of such an individual
who died on or before April 15, 1966, may be effective, at the
election of the person filing such a certificate, for the first
taxable year ending after 1954 for which such a return was
filed and for all succeeding years,
but onl{y if—
(i) the tax under section 1401 in respect to all such
individual’s self-employment income (except for underpay-
ments of tax attributable to errors made in good faith), for
each such year described in subparagraphs (A) and (B)
egd:'{ng b;fore January 1, 1966, is paid on or before April 15,
1967,.an
“(ii in any case where refund has been made of any such
tax which (but for this paragraph) is an overpayment, the
amount refunded (inc]uchﬁ any interest paid under section
6611) is repaid on or before April 15, 1967.
The provisions of section 6401 shall not apply to any payment or
repI:;.Iyment described in this paragraph.”
the case of a certificate or supplemental certificate filed pur-

(1) for Furpuses of computing interest, the due date for the
ayment of the tax under section 1401 of such Code which is due
?or any taxable year ending before January 1, 1966, solely b,
reason of the filing of a certificate which is effective under su
section 1402 (e) (5) shall be April 15, 1967;

(2) for purposes of section 6501 of such Code, the statutory
period for the assessment of any tax for any taxable year for
which tax is due solely by reason of the filing of such certificate
shall not expire before April 16,1970; and

(8) for purposes of section 8651 of such Code (relating to addi-
tion to tax for failure to file tax return), the amount of tax
required to be shown on the return shall not include tax under
section 1401 of such Code which is due for any taxable year
ending before January 1, 1966, solely by reason of the filing of a
certificate which is effective under section 1402(e) (5).

(¢) Notwithstanding any provision of section 205(c) (5) (F) of the
Social Securit{'eAct, the Secretary of Health, Education, and Welfare
may conform,

fore April 16, 1970, his records to tax returns or state-
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ments of earnings which constitute self-employment income solely by
reason of the filing of a certificate which is effective under section
1402 Se) (5) of such Code.

(d) The amendments made by this section shall be applicable
(except as otherwise specifically provided therein) only to certificates
with respect to which supplemental certificates are filed pursuant to
section 1402 (e) (5) (A) of such Code after the date of the enactment of
this Act, and to certificates filed pursuant to section 1402(9}:{5) (B)
after such date; except that no monthly benefits under title IT of the
Social Security Act for the month in which this Act is enacted or an
prior month be payable or increased by reason of such amend-
ments, and no lump-sum death payment under such title shall be pay-
~ able or increased eg reason of such amendments in the case of any

individual who died prior to the date of the enactment of this Act.
The provisions of section 1402(e) (5) and (6) of the Internal Revenue
Code of 1954 which were in effect before the date of enactment of this
Act shall be applicable with respect to any certificate filed pursuant
thereto before such date if a supplemental certificate is not filed with
respect to such certificate as provided in this section.

DETERMINATION OF ATTORNEYS' FEES IN COURT PROCEEDINGS UNDER
TITLE II

Skc. 332. The heading of section 206 of the Social Security Act
is amended to read “REPRESENTATION OF cLAIMANTS”. Such section
is further amended by inserting “(a)” after “Skc. 206.” and by adding
at the end of such section the following new subsection :

“(b)(1) Whenever a court renders a judgment favorable to a
claimant under this title who was represented before the court by an
attorney, the court may determine and allow as part of its judgment
a reasonable fee for such representation, not in excess of 25 percent of
the total of the past-due benefits to which the claimant is entitled by
reason of such judgment, and the Secretary may, notwithstanding the
provisions of section 205(i), certify the amount of such fee for pay-
ment to such attorney out of, and not in addition to, the amount of
such past-due benefits. In case of any such judgment, no other fee
may payable or certified for payment for such-representation
excegt as provided in this paragraph.

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

CONTINUATION OF WIDOW’S AND WIDOWER'S INSURANCE BENEFITS AFTER
REMARRIAGE

Sec. 333. (a) (1) Subsection (e) of section 202 of the Social Secu-
rity Act, as amended by section 308 of this Act, is amended by adding
at the end thereof the following new paragraph:

“(4) If a widow, after attaining the age of 60, marries an indi-
vid (%th(e;) ;,ha.nﬁhone descri bega fﬂ ff.rubparagmpilf (A) or (hB)(;;f

aragrap , such marriage s or purposes of paragra >
ga deemed not to have occurred; except th notwlthsta.ndgl the
provisions of paragraph (2) and subsection (q), such widow’s insur-
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ance benefit for the month in which such marriage occurs and each
month thereafter prior to the month in which the husband dies or
such marriage is otherwise terminated, shall be equal to 50 per centum
of the primary insurance amount of the deceased individual on whose
w and self-employment income such benefit is based.”

a(g;)ﬂ Paragra%lll (ﬂmf such subsection, as amended by section 307
of this Act, is further amended by inserting before the comma “and
pars, h (4) of this subsection”.

(b?(‘ai Subsection . (f) of such section is amended by adding at
the end thereof the following new paragraph:

“(5) If a widower, after attaining tgna age of 62, marries an
individual (other than one described in subparagraph (A) or (B) of
g:.mgra.ph (4) ), such marriage shall, for purposes of paragraph (1),

deemed not to have occurred; except that, notwithstanding the
provisions of paragraph (3) and subsection (q), such widower’s
insurance benefit for the month in which such marriage occurs and
each month thereafter prior to the month in which the wife dies
or such marriage is otherwise terminated, shall be equal to 50 dper
centum of the primary insurance amount of the deceased individual
on whose wages and self-amEloyment. income such benefit is based.”

(2) Paragraph (3) of such subsection is amended by striking out
“Suc}llx” ;;ld i:ﬁ‘}grting in lieu thereof “Except as provided in para-
grap such”.

(c) (gc{ ?Para:gmph (2) (B) of subsection (Sk) of such section 202
is amended by inserting “other than an individual to whom subsection
(e) (4) or (f)(5) applies)” after “Any individual” and by adding at
the end thereof the%:)llowing new sentence: “Any individual who is
entitled for any month to more than one widow’s or widower’s insur-
ance benefit to which subsection (e)(4) or (f)(5) applies shall be
entitled to only one such benefit for such month, such benefit to be the
]ar(geat of such benefits.”. :

2) Para%m h (3) of such subsection is amended by inserting
“(A)” after {3}; ” and by adding at the end thereof the following new
subpa 2

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

(d) The amendments made by this section shall apply with respect,
to monthly insurance benefits under section 202 of the Social Security!
Act beginning with the second month following the month in whi
this Act is enacted; but, in the case of an individual who was not
entitled to a monthly insurance benefit under section 202(e) or Af)
of such Act for the first month following the month in which this Act:
tis enacted, only on the basis of an application filed in or after the
month in which this Act is enacted.

CHANGES IN DEFINITIONS OF WIFE, WIDOW, HUSBAND, AND WIDOWER

Sec. 334, (a) Section 216 (b) of the Social Security Act, as amended
by section 306 of this Act, is amended by striking out “or” at the end
of clause (3) (A), and by inserting immediately before the period at
the end thereof the following: %, or (C) was entitled to, or upon appli-
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cation therefor and attainment of the mt%ttli;ed age (if ani) would
have been entitled to, a widow’s, child’s (after attainment o Bﬁ 18),
or parent’s insurance annuity under section 5 of the Railroad Retire-
ment Act of 1937, as amended”. el o)
(b) Section 216(c) of such Act, as amended by section 306 of this :
Act, 1s amended by striking out “or” at the end of clause (6) ?&), g ey
by inserting immediately before the period at the end thereof the fol-
lowing: “, or (C% she was entitled to, or upon application therefor
and attainment of the required age (if any) would have been entitled
to, a widow’s, child’s (after attamment o 18), or parent’s insur-
ance annuity under section 5 of the Railroad Retirement Act of 1937,
as amended”.
(c) Section 216(f) of such Act, as amended by section 306 of this
Act, is amended by striking out “or” at the end of clause (3) §A) ,and
by inserting immediately before the period at the end thereof the fol-
lowing: %, or (C) he was entitled to, or u]ilon application therefor and
attainment of the ired age (if any) he would have been entitled
to, a widower’s, child’s (after attainment of 18), or parent’s
insurance annuity under section 5 of the Railroad Retirement Act of
1937, as amended”.
(d) Section 216(g) of such Act, as amended by section 306 of this
Act, is amended by striking out “or” at the end of clause (6) (A), and
by inserting immediately before the period at the end thereof the
following: %, or (C) he was entitled to, or on application therefor and
attainment of the re(,luired age (if any) he would have been entitled
to, a widower’s, child’s (after attainment of a%ale) , Or parent’s insur-
ance annuity under section 5 of the Railroad Retirement Act of 1937,
as amended”. 1
(e) Section 202(c) (2) is amended by striking out “or” at the end ane, o572 2
of subparagraph (A), by striking out the period at the end of sub- 42 Usc 402
paragraph (B) and inserting in lieu thereof “; or”, and by adding
after such subparagraph (B) the following new subparagraph:
“(C) in the month prior to the month of his marriage to such
individual he was entitled to, or on application therefor and
attainment of the required age (if any) would have been entitled
to, a widower’s, chlﬁg’s (after attainment of age 18), or parent’s
insurance annuity under section 5 of the Railroad Retirement Act
of 1937, as amended.”
(f) Section 202(f) (2) of such Act is amended by striking out
“or” at the end of sub m&mph (A), by striking out the period at
the end of subparagraph (B) and inserting in lieu thereof “; or”, and
by a(}llding after such subparagraph (B) the following new subpara-
graph:
“(C) in the month prior to the month of his marriage to such
individual he was entitled to, or on application therefor and
attainment of the rechuired age (if any), would have been entitled
to, a widower’s, child’s (after attainment of age 18), or parent’s
insurance annuity under section 5 of the Railroad Retirement
Act of 1937, as amended.”
( E) The amendments made by this section shall be applicable onl
with respect to monthly insurance benefits under title Il of the Socia
Security Act beginning with the second month following the month 42 USc 4ot.
in which this Act is enacted, but only on the basis of applications filed
in or after the month in which this Act is enacted.
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REDUCTION OF BENEFITS ON RECEIPT OF WOB]!.EIHN’S COMPENSBATION

Sec. 335. Effective with res to benefits under title II of the
AU 203, Social Security Act for months after December 1965 based on the
wages and self-employment income of an individual who is entitled
D et 815 to benefits under section 223 of such Act and whose period of disabilit
Xzs defined in such title) began after June 1, 1965, title IT of sucﬁ
ct is amended by inserting after section 223 the following new
section :

“REDUCTION OF BENEFITS BASED ON DISABILITY ON ACCOUNT OF RECEIPT OF
WORKMEN’S COMPENSATION

“Sec. 224. (a) If for any month prior to the month in which an
individual attains the age of 62—
‘(‘1( 1) such individual is entitled to benefits under section 228,
an
“(2) such individual is entitled for such month, under a work-
men’s compensation law or plan of the United States or a State,
to periodic benefits for a total or partial disability (whether or
not permanent), and the Secretary has, in a prior month, received
notice of such entitlement for such month,
the total of his benefits under section 223 for such month and of an
S Dot ds2- benefits under section 202 for such month based on his wages and seli-
" employment income shall be reduced (but not below zero) by the
amount bg which the sum of—

“(3) such total of benefits under sections 223 and 202 for such
month, and 7

“(4) such periodic benefits payable (and actually paid) for
such month to such individual under the workmen’s compensation
law or ﬂan,

exceeds the higher of— !

“(5) 80 per centum of his ‘average current earnings’, or

“(6) the total of such individual’s disability insurance benefits
under section 223 for such month and of any monthly insurance
benefits under section 202 for such month based on his wages and
self-employment income, prior to reduction under this section.

In no case ia 1 the reduction in the total of such benefits under sec-
tions 223 and 202 for a month (in a continuous period of months)
reduce such total below the sum of—

“(7) the total of the benefits under sections 223 and 202, after
reduction under this section, with respect to all persons entitled
to benefits on the basis of such individual’s wages and self-employ-
ment income for such month which were determined for such
individual and such persons for the first month for which redue-
tion under this section was made (or which would have been so
del(:lennined if all of them had been so entitled in such first month),
an

“(8) any increase in such benefits with respect to such indi-
vidual and such persons, before reduction under this section, which
is made effective for months after the first month for which redue-
tion under this section is made,

For purposes of clause (5), an individual’s average current earnings
means the larger of (A) the average monthly wage used for purposes
of com!)ut-ing is benefits under section 223, or ( B%eone-sixtieth of the
total of his wages and self-employment income for the five consecutive
calendar years after 1950 for which such wages and self-employment
income were highest.
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“(b) If any periodic benefit under a workmen's compensation law
or plan is payable on other than a monthly basis (excluding a benefit
payable as a fump sum except to the extent that it is a commutation of,
or a substitute for, periodic payments), the reduction under this sec-
tion shall be made at such time or times and in such amounts as the
Secretary finds will approximate as nearly as practicable the reduction
prescribed by subsection (a).

“(c¢) Reduction of benefits under this section shall be made after
any reduction under subsection (a) of section 203, but before deduc-
tions under such section and under section 222(b).

“(d) The reduction of benefits required by this section shall not be
made if the workmen’s compensation law or plan under which a
periodic benefit is payable provides for the reduction thereof when
anyone is entitled to benefits under this title on the basis of the w
and self-employment income of an individual entitled to benefits under
section 223,

“(e) If it appears to the Secretary that an individual may be eligi-
ble for periodic benefits under a wr:;imen’s compensation law or plan
which would give rise to reduction under this section, he may require,
as a condition of certification for payment of any benefits under section
228 to any individual for any month and of any benefits under section
202 for such month based on such individual’s wa and self-
emglo}'mant. income, that such individual certify (i) whether he has
filed or intends to file any claim for such periodic benefits, and (ii) if
he has so filed, whether there has been a decision on such claim. The
Secretary may, in the absence of evidence to the contrary, rely upon
such a certification by such individual that he has not filed and does
not intend to file such a claim, or that he has so filed and no final
decision thereon has been made, in certifying benefits for payment
pursuant to section 205 (i).

“(£) (1) In the second calendar year after the year in which redue-
tion under this section in the total of an individual’s benefits under
section 223 and any benefits under section 202 based on his wages and
self-employment income was first required (in a continuous period
of months), and in each third year thereafter, the Secretary shall
redetermine the amount of such benefits which are still subject to
reduction under this section ; but such redetermination shall not result
in any decrease in the total amount of benefits payable under this title
on the basis of such individual’s wages and self-employment income,
Such redetermined benefit shall be determined us of, and shall become
effective with, the January following the year in which such redeter-
mination was made,

“(2) In making the redetermination required by paragraph (1),
the individual’s average current earni:?}f:”( as defined in ction
(a)) shall be deemed to be the product of his average current earnin,
as initially determined under subsection (a) and the ratio of (i) the
average of the taxable wages of all persons for whom taxable wages
were reported to the Secretary for the first calendar quarter of the
calendar year in which such redetermination is made, to (ii) the
average of the taxable wages of such persons reported to the Secretary
for the first calendar quarter of the taxable year in which the reduction
was first computed (but not counting any reduction made in benefits
for a previous period of disability). Any amount determined under
the preceding sentence which is not a multiple of $1 shall be reduced
to the next lower multiple of $1.
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“(g) Whenever a reduction in the total of benefits for any month -
basetf on an individual’s wages and self-employment income is made
under this section, each benefit, except the disability insurance benefit,
shall first be proportionately decreased, and any excess of such reduc-
tion over the sum of all such benefits other than the disability insurance
benefit shall then be applied to such disability insurance benefit.”

FPAYMENT OF COSTS OF REHABILITATION SERVICES FROM THE TRUST FUNDS

Sec. 336. Section 222 of the Social Security Act is amended by
adding at the end thereof the following new subsection :

“COSTS OF REHABILITATION SERVICES FROM TRUST FUNDS

“(d) (1) For the purpose of making vocational rehabilitation
services more readily available to disabled individuals who are—
“(A) entitle(f to disability insurance benefits under section

or

“’(B entitled to child’s insurance benefits under section 202

(d) after having attained 18 (and are under a disability)
to the end that savings will result to the Trust Funds as a result of
rehabilitating the maximum number of such individuals into pro-
ductive activity, there are authorized to be transferred from the
Trust Funds such sums as may be necessary to enable the Secreta[('iy
to pay the costs of vocational rehabilitation services for such individ-
ua]g (including (i) services during their waiting periods, and (ii)
so much of the expenditures for the administration of any State
plan as is attributable to carrying out this subsection) ; except that
the total amount so made available pursuant to this subsection in
any fiscal year may not exceed 1 percent of the total of the benefits
under section 202(d) for children who have attained age 18 and are
under a disability, and the benefits under section 223, which were
certified for payment in the preceding year. The selection of in-
dividuals (including the order in which they shall be selected) to
receive such services shall be made in accordance with criteria formu-
lated by the Secretary which are based upon the effect the provision
of such services would have u the Trust Funds.

“(2) In the case of each State which is willing to do so, such
vocational rehabilitation services shall be furnished under a State
plan for vocational rehabilitation services which—

“(A) has been approved under section 5 of the Vocational
Rehabilitation Act,

“(B) provides that, to the extent funds provided under this
subsection are adequate for the purpose, such services will be
furnished, to anz individual in the State who meets the criteria
prascribe(i by the Secretary pursuant to paraﬂmph (1), with
reasonable promptness and n accordance with the order of selec-
tion determined under such criteria, and

“(C) provides that such services will be furnished to any
individual without regard to (i) his citizenship or place of resi-
dence, (ii) his need for financial assistance except as provided
in ations of the Secretary in the case of maintenance during
rehabilitation, or (iii) any order of selection which would other-
wise be followed under the State plan pursuant to section 5(a) (4)
of the Vocational Rehabilitation Act.

“(8) In the case of any State which does not have a plan which meets
the requirements of paragraph (2), the Secretary may provide such
services by agreement or contract with other public or private
agencies, organizations, institutions, or individualg.
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“(4) Payments under this subsection may be made in installments,
and in advance or by way of reimbursement, with necessary adjust-
ments on account of overpayments or underpayments..

“(5) Money paid from the Trust Funds under this subsection to pay
the costs of providing services to individuals who are entitled to bene-
fits under section 223 (including services during their waiting periods),
or who are entitled to benefits under section 202(d) on the basis of the
wages and self-employment income of such individuals shall be
charged to the Federal Disability Insurance Trust Fund, and all other
money paid out from the Trust Funds under this subsection shall be
charged to the Federal Old-Age and Survivors Insurance Trust Fund.
The Secretary shall determine according to such methods and pro-
cedures as he may deem appropriate—

‘c‘l(A) the total cost of the services provided under this subsection,
an

“(B) subject to the provisions of the preceding sentence, the
aFmogt of such cost. which should be charged to each of such Trust

unds.

“(6) For the purposes of this subsection the term ‘vocational reha-
bilitation services’ shall have the meaning assigned to it in the Voca-
tional Rehabilitation Act, excfgt that such services may be limited in
Eypo, scope, or amount in accordance with regulations of the Secretary

esigned to achieve the purposes of this subsection.”

TEACHERS IN THE STATE OF MAINE

Skc. 337. (a) Section 316 of the Social Security Amendments of 1958
is amended by striking out “July 1, 1965” and inserting in lieu thereof
“July 1, 1967”.

(b) The amendment made by this section shall be effective as of
July 1, 1965.

MODIFICATION OF AGREEMENT WITH NORTH DAKOTA AND IOWA WITH
RESPECT TO CERTAIN STUDENTS

Skc. 338. Notwithstanding any provision of section 218 of the
Social Security Act, the agreements with the States of North Dakota
and Towa entered into pursuant to such section may, at the option of
the State, be modified so as to exclude service performed in any calen-
dar quarter in the employ of a school, college, or university if such
service is performed by a student who is enrolled and is regularly
attending classes at suclsir school, college, or university and if the remu-
neration for such service is less than %g’o. Any modification of either
of such agreements pursuant to this Act shall be effective with respect
to services performed after an effective date specified in such modifica-
tion, except that such date shall not be earlier than the date of enact-
ment of this Act.

QUALIFICATION OF CHILDREN NOT QUALIFIED UNDER STATE LAW

Sec. 339. (a) Section 216(h) of the Social Security Act is amended
by adding at the end thereof the following new paragraph:
“(8)_An applicant who is the son or daughter of a fully or currently
insured individual, but who is not (and is not deemed to be) the child
of such insured individual under paragraph (2), shall nevertheless be
deemed to be the child of such insured individual if:
“(A) in the case of an insured individual entitled to old-a
insurance benefits (who was not, in the month preceding su
entitlement, entitled to disability insurance benefits)—

49-850 O-66—29
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“(i) such insured individual—
“(I) has acknowledged in writing that the applicant
is his son or daughter,
“(II) has been decreed by a court to be the father of
the af)ﬁlica.nt, or
“(1II) has been ordered by a court to contribute to the
su%gort of the applicant because the applicant is his son
or daughter,
and such acknowledgment, court decree, or court order was
made not less than one year before such insured individual
became entitled to old-age insurance benefits or attained age
652 whichever is earlier; or
‘(ii) such insured individual is shown by evidence satis-
factory to the Secretary to be the father of the apflica.nt and
was living with or contributing to the support of the appli-
cant at the time such insured individual became entitled to
benefits or attained age 65, whichever first occurred ;

“(B) in the case of an insured individual entitled to disability
insurance benefits, or who was entitled to such benefits in the
month preceding the first month for which he was entitled to old-
age insurance benefits—

“(i) such insured individual—
“(I) has acknowledged in writing that the applicant
is his son or daughter,
“(II) has been decreed by a court to be the father of
the applicant, or
“(III) hasbeen ordered by a court to contribute to the
support of the applicant because the applicant is his son
or daughter,
and such acknowledgment, court decree, or court order was
made before such insured individual’s most recent period of
disability began ; or
“(ii) such insured individual is shown by evidence satis-
factory to the Secretary to be the father of the applicant and
was living with or contributing to the support of that appli-
cant at the time such period of disability began;
“(C) inthe case of a deceased individual—
“(i) such insured individual—
“(I) had acknowledged in writing that the applicant
is his son or daughter,
“(II) had been decreed by a court to be the father of
the applicant, or
“(III) had been ordered by a court to contribute to
the support of the applicant use the applicant was
his son or daughter,
and such acknowl ent, court decree, or court order was
made before the death of such insured individual, or
“(ii) such insured individual is shown by evidence satis-
factory to the Secretary to have been the father of the appli-
cant, and such insured individual was living with or
contributing to the sue%port of the applicant at the time such
insured individual died.”
74 Stat. 952, (b) Section 202(d) of such Act is amended by inserting after
42USC 402 wo16(h) (2) (B)” the following: “or section 216(13(3)".
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(c) The amendments made by subsections (a) and (b) shall be
applicable with respect to monthly insurance benefits under title I
of the Social Security Act beginning with the second month following
the month in which this Act is enacted but only on the basis of an
application filed in or after the month in which this Act is enacted.

DISCLOSURE, UNDER CERTAIN CIRCUMSTANCES, TO COURTS AND INTERESTED
WELFARE AGENCIES OF WHEREABOUTS OF INDIVIDUALS

Sec. 340. Section 1106 of the Social Security Act is amended by
adding at the end thereof the following new subsection :

“(c) (1) Upon request (filed in accordance with paragraph (2) of
this subsection) of any State or local agency {)artit:?a ing in admin-
istration of the State plan a,pphroved under title I, IV, X, XIV, XVI,
or XIX, or participating in the administration of any other State or
local public assistance pr , for the most recent address of any
individual included in Sle %ll‘es of the Department of Health, Educa-
tion, and Welfare maintained t‘ﬁmrsuant to section 205, the Secretary
shall furnish such address, or the address of the most recent employer,
or both, if such agency certifies that—

“(A) an order has been issued by a court of competent juris-
diction against such individual for the support and maintenance
of hisg child or children who are under the age of 16 in destitute or
necessitous circumstances

%(B) such child or children are applicants for or recipients of
assistance available under such a plan or program,

“(C) such agency has attempted without success to secure such
information from all other sources reasonably available to it, and

“(D) such information is requested (for its own use, or on the
request and for the use of the court which issued the order) for

the anpose of obtaining such support and maintenance.

“(2) A request under paragraph as}oshall be filed in such manner
and form as the Secretary may prescribe, and shall be accomfanied
by a certified copy of the order referred to in paragraph (1) (A).

“(3) The penalties provided in the second sentence of subsection
(a) shall apply with resgwt to use of information provided under
Ea ph ?1) of this subsection except for the purpose authorized

y subparagraph (D) thereof.

“(4) The Secretary, in such cases and to such extent as he may
prescribe in accordance with gﬂlﬂ.tions, may require payment for
the cost of information provided under paragraph (1) ; and the pro-
visions of the second sentence of subsection -(b) shall apply also with
respect to payment under this paragraph.”

ADDITIONAL PERIOD FOR FILING MINISTERS CERTIFICATES

Skc. 341. (a) Clause (B) of section 1402(e) (2) of the Internal
Revenue Code of 1954 (relating to time for filing waiver certificate by
ministers, members of religious orders, and Christian Science practi-
tioners) is amended by striking out “his second taxable endi
after 1962” and inserting in lieu thereof “his second taxa,bﬁ;rear end-
ing after 1963”,

(b) Section 1402(e) (3) of such Code (relating to effective date of
certificate) is amended by adding at the end thereof the following

new subparagraph :
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“(D) Notwithstanding the first sentence of subc{)ara.g-mﬁh
(A), if an individual files a certificate after the date of the
enactment of this subparagraph and on or before the due date
of the return (including any extension thereof) for his sec-
ond taxable year ending after 1963, such certificate shall be
effective for his first taxable year ending after 1962 and all
succeeding years.”

(¢) The amendments made by subsections (a) and (b) shall be ap-
plicable only with respect to certificates filed pursuant to section 1402
(e) of the Internal Revenue Code of 1954 after the date of the enact-
ment of this Act; except that no monthly benefits under title IT of the
Social Securigi Act for the month in which this Act is enacted or an,
prior month shall be payable or increased by reason of such amend-
ments.

RECTIFYING ERROR IN INTERPRETING LAW WITH RESPECT TO CERTAIN
SCHOOL EMPLOYEES IN ALASKA

Sec. 342. For purposes of the agreement under section 218 of the
Social Security Act entered into by the State of Alaska, or its prede-
cessor the Territory of Alaska, where employees of an integral unit
of a political subdivision of the State or ’,&rritory of Alaska have in
good faith been included under the State or Territory’s agreement as a
coverage group on the basis that such integral unit of a political sub-
division was a political subdivision, then such unit of the political
subdivision shall, for purposes of section 218(b) (2) of such Act, be
deemed to be a political subdivision, and employees performing serv-
ices within such unit shall be deemed to be a coverage group, eEective
with the effective date specified in such agreement or modification of
such agreement with respect to such coverage group and ending with
the last day of the year in which this Act is enacted.

CONTINUATION OF CHILD'S INSURANCE BENEFITS AFTER ADOPTION BY
BROTHER OR BISTER

Sec. 343. (a) Section 202(d) (1) (D) of the Social Security Act (as
amended by section 306 (b) of this Act) is further amended by strik-
ing out “or uncle” and inserting in lieu thereof “uncle, brother, or
sister”.

(b) The amendment made by subsection (a) shall aLEpl only with
respect, to monthly insurance benefits under title II of the Social Secu-
rity Act for months after the month in which this Aect is enacted;
except that, in the case of an individual who was not entitled to child’s
insurance benefits under section 202(d) of such Act for the month in
which this Act was enacted, such amendment shall apply only on the
basis of an application filed in or after the month in which this Act
is enacted.

DISABILITY INSURANCE BENEFITS FOR THE BLIND; SPECIAL PROVISIONSB

Skc. 344. (a) Section 216(i)(8) of the Social Security Act (as
amended by section 303 of this Act) is further amended by striking
out subparagraph (B) and all that follows and inserting in lien
thereof the following:

“(B) (i) he had not less than 20 quarters of coverage during
the 40-quarter period which ends with such quarter, or

“(ii) if such quarter ends before he attains (or would attain)
age 31 and he is under a disability by reason of blindness (as
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defined in Faragraph (1)), not less than one-half (and not less”

than 8) of the quarters during the period ending with such
quarter and beginning after he attained the age of 21 were
quarters of coverage, or (if the number of quarters in such
period is less than 12) not less than 6 of the quarters in the 12-
quarter period ending with such quarter were quarters of
coverage;
except that the provisions of subparagraph (A) of this paragraph
shall not apply in the case of an individual with respect to whom a
period of disability would, but for such subparagraph, begin before
1951. For purposes of subparagraph (B) of this paragraph, when
the number of quarters in any period is an odd number, such number
shall be reduced by one, and a quarter shall not be counted as part
of a.(!)l&' period if any part of such quarter was included in a prior
period of disability unless such quarter was a eguar‘cer of coverage.”

(b) Section 223 {c) (1) of such Act is amend l])f striking out sub-
paragraph (B) and inserting in lieu thereof the following:

> FB) (i) he had not less than 20 quarters of coverage during
the 40-quarter period which ends with the quarter in which such
month oceurred, or

“(ii) if such month ends before he attains (or would attain)
age 31 and he is under a disability by reason of blindness (as
defined in section 216(i) (1)), not less than one-half (and not
less than 6) of the quarters during the period ending with the
quarter in which such month occurred and beginning after he
attained the age of 21 were quarters of coverage, or (if the
number of quarters in such period is less than 12) not less than
6 of the quarters in the 12-quarter period ending with such
quarter were quarters of coverage.

For purposes of subparagraph (lg;3 of this paragraph, when the
number of quarters in any period is an odd number, such number
shall be reduced by one, and a quarter shall not be counted as part
of any period if any }ilurt of such quarter was included in a period
of disability unless such quarter was a quarter of coverage.”

(¢) Section 223(a) (1) of such Act (as amended by section 303
of this Act) is further amended by adding the following sentence
at the end thereof: “No payment under this paragraph may be made
to an individual who would not meet the definition of disability in
subsection (c)(2) except for subparagra]ph (B) thereof for any
month in which he engages in substantial gainful activity, and no
payment may be made for such month under subsection (b), (¢), or
( d¥ of section 202 to any person on the basis of the wages and self-
employment income of such individual.”

&) The first sentence of section 223(c)(2) of such Act (as
amended by section 303 of this Act) is further amended by adding
after subparagragh (A) the following new subparagraph :

“(B) in the case of an individual who has attained the age
of 55 and is blind (within the meaning of ‘blindness’ as defined
in section 216(i) (1)), inability by reason of such blindness to
engage in substantial gainful activity requiring skills or abilities
comparable to those of any gainful activity in which he has
previously engaged with some regularity and over a substantial

eriod of time.”

(e§3 The amendments made by this section shall apply only with
respect to monthly benefits under title IT of the Social Security Act
for months after the first month following the month in which
this Act is enacted, on the basis of applications for such benefits
filed in or after the month in which this Act is enacted.
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TITLE IV—PUBLIC ASSISTANCE AMENDMENTS

INCREASED FEDERAL PAYMENTS UNDER PUBLIC ASSISTANCE TITLES OF
THE SOCIAL SECURITY ACT

Sec. 401, (a) Section 3(a) (1) of the Social Security Act is amended
(1) by striking out, in so much thereof as precedes clause (A), “during
such quarter” and inserting in lieu thel‘eo}J “during each month of such
quarter”; (2) by striking out, in clause (‘A) “29/35”, “any month”,
and “$35” and 1nsert.i1:lg in lieu thereof ‘31/37”, “such month”, and
“$877, respectively; and (3) by striking out clauses (B) and (C) and
inserting in lieu thereof the following :

“%B) the larger of the following :

“(i)(I) the Federal percentage (as defined in section
1101(a) (8)) of the amount by which such exFend.itures
exceed the amount which may be counted under clause (A),
not counting so much of such excess with respect to such
month as exceeds the product of $38 multiplied by the total
number of recipients of old-age assistance for such month,
plus (IT) 15 per centum of the total expended during such
month as old-age assistance under the State plan In the
form of medical or any other ?pa of remedial care, not
counting so much of such expenditure with respect to such
month as exceeds the product of $15 multiplied by the total
number of recipients of old-age assistance for such month, or

“(ii) (I) the Federal medical percentage (as defined in
section 6(c)) of the amount by which such expenditures
exceed the maximum which may be counted under clause (A),
not counting so much of any expenditures with respect to such
month as exceeds (a) the product of $52 multiplied by the
total number of such recipients of old-age assistance for such
month, or (b) if smaller, the total expended as old-age assist-
ance in the form of medical or any other type of remedial care
with respect to such month plus the product of $37 multiplied
by such total number of such recipients, plus (IT) the Federal
percentage of the amount by which the total expended duri
such month as old-age assistance under the State plan excee
the amount which may be counted under clause (A) and the
preceding provisions of this clause (B) (ii), not counting so
much of such excess with respect to such month as exceeds
the product of $38 multiplied by the total number of such
recipients of old-age assistance for such month;”.

(b) Section 1603 (a) (1) of such Act is amended (1) by striking out
in so much thereof as precedes clause (A), “during such quarter” an
inserting in lieu thereof “during each month of such quarter”; (’2) by
striking out, in clause (A), “29/385”, “any month”, and “$35” and
mserting in lieu thereof “31/37”, “such month”, and “$37”, respec-
tively; and (3) by striking out clauses (B) and (C) and inserting in
lieu thereof the following:

“(B) the larger of the following:

“(i) (I) the Federal percentage (as defined in section
1101(a) (8)) of the amount by which such expenditures
exceed the amount which may be counted under clause (A),
not counting so much of such excess with respect to such
month as exceeds the product of $38 multiplied by the total
number of recipients of aid to the aged, blind, or disabled
for such month, plus ( IIJ 15 per centum of the total expended
during such month as aid to tge aged, blind, or disabled under
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the State plan in the form of medical or any other type of
remedial care, not counting so much of such expenditure
with respect to such month as exceeds the product of $15
multiplied by the total number of recipients of aid to the
aged, blind, or disabled for such month, or

“(11) (I) the Federal medical percentage (as defined in
section 6(c)) of the amount by which such expenditures
exceed the maximum which may be counted under clause (A),
not counting so much of any expenditures with ect to
such month as exceeds (a) the product of $52 multig ied b
the total number of such recipients of aid to the aged, blind,
or disabled for such month, or (b) if smaller, the total
expended as aid to the aged, blind, or disabled in the form
of medical or any other type of remedial care with respect
to such month plus the product of $37 multiplied by such total
number of such recipients, plus (II) the Federal percentngle
of the amount by which the total expended during such
month as aid to the aged, blind, or disabled under the State

lan exceeds the amount which may be counted under clause
lE’A) and the preceding provisions of this clause (B) (ii),
not counting so much og) such excess with res;fc't to such
month as exceeds the product of $38 multiplied by the total
number of such recipients of aid to the aged, blind, or disabled
for such month;”.

() Section 403(a) (1) of such Act is amended (1) by striking out
“fourteen-seventeenths” and “$17” in clause (A) and inserting in lieu
thereof “five-sixths” and “$18”, respectively; and (2) by striking out
“$30" in clause (B) and inserting in lieu thereof “$32".

(d) Section 1003(a)(1) of such Act is amended (1) by striking
out, in clause (A}, %29/35” and “$35” and inserting in lieu thereof
“31/37” and “$37”, respectively; and 22) by striking out, in clause
(B),“$70” and inserting in lieu thereof “$75”.

(e) Section 1403(a) (1) of such Act is amended (1) by striking
out, in clause (A?, “29/35” and “$35” and inserting in lieu thereof
“31/37” and “$37”, respectively; and (2) by striking out, in clause
(Be , “$70” and inserting in lieu thereof “$75”.

f) The amendments made by this section shall apply in the case of
expenditures made after December 31, 1965, under a State plan ap-
proved under title I, IV, X, XTIV, or XVI of the Social Security Act.

PROTECTIVE PAYMENTS

Skc. 402, (a) Section 6(a) of the Social Security Act (as amended
by section 221 of this Act) is amended b addin% at the end thereof
the following new sentence : “Such term also includes payments which
are not included within the meaning of such term under the preceding
sentence, but which would be so included except that they are made
on behalf of such a needy individual to another individual who (as
determined in accordance with standards prescribed by the Secretary)
is interested in or concerned with the welfare of such needy individual,
but only with respect to a State whose State plan approved under
section 2 includes provision for—

“(1) determination by the State cy that such needy indi-
vidual has, by reason of his p‘hysicai or mental condition, such
inability to manage funds that making payments to him would
be contrary to his welfare and, therefore, it is necessary to provide
such assistance through payments described in this sentence;
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®e2 makin% such payments only in cases in which such pay-
man(ts)will, under thepm}ig otherwfsa applicable under the State
lan for determining need and the amount of old-age assistance to
paid (and in conjunction with other income and resources),
meet all the need of the individuals with respect to whom such

payments are made;
i #3) undertaking and continuing special efforts to protect the
welfare of such individual and to improve, to the extent possible,

his capacity for self-care and to manage funds; )

£ (43 periodic review by such State agency of the determination
under paragraph (1) to ascertain whether conditions justifyin
such determination still exist, with provision for termination o
such payments if they do not and for seeking judicial appointment
of a guardian or other legal representative, as deseribed in sec-
tion 1111, if and when it appears that such action will best serve
the interests of such needy individual; and

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

(b) Section 1605(a) of such Act (as amended by section 221 of this
Act) is amended by adding at the end thereof (after and below para-
graph (2)) the following new sentence : !

Such term also includes payments which are not included within
the meaning of such term under the preceding sentence, but which
would be so included except that they are made on behalf of such a
needy individual to another individual who (as determined in accord-
ance with standards prescribed by the Secretary) is interested in or
concerned with the welfare of such needy individual, but only with
respect to a State whose State plan approved under section 1602
includes provision for—

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

“(B) making such payments only in cases in which such pay-
ments will, under the rules otherwise "applicable under the State
glan for determining need and the amount of aid to the aged,

lind, or disabled to be paid (and in conjunction with other income
and resources), meet al?the need of the individuals with respect to
whom such payments are made;

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

“(D) periodic review by such State agency of the determination
under clause (A) to ascertain whether conditions justifying such
determination still exist, with provision for termination of such
payments if they do not and for seeking judicial appointment, of a

ardian or other legal representative, as descri in section
1111, if and when it appears that such action will best serve the
interests of such needy individual ; and

“(E) opportunity for a fair hearing before the State agency on
the determination referred to in clause (A) for any individual
with respect to whom it is made.”

(¢) Section 1006 of the Social Security Act (as amended by section
221 of this Act) is amended by adding at the end thereof the following
new sentence: “Such term af/so includes payments which are not in-
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cluded within the meaning of such term under the preceding sentence,
but which would be so included except that they are made on behalf
of such a needy individual to another individual who (as determined
in accordance with standards prescribed by the Secretary) is interested
in or concerned with the welfare of such needy individual, but only
with respect to a State whose State plan approved under section 1002
includes provision for—

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

“(2) making such payments only in cases in which such pay-
ments will, under the rules otherwise applicable under the State
plan for determining need and the amount of aid to the blind
to be paid (and in conjunction with other income and resources),
meet all the need of the individuals with respect to whom such
pn,;'ments are made;

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

“(4) periodic review by such State agency of the determina-
tion under paragraph (1) to ascertain whether conditions justi-

ing such determination still exist, with provision for termina-
tion of such payments if they do not and for seeking judicial
appointment of a guardian or other legal representative, as de-
scribed in section 1111, if and when it appears that such action
will best serve the interests of such needy individual ; and

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

(d) Section 1405 of the Social Security Act (as amended by section
221 of this Act) is amended by adding at the end thereof the follow-
ing new sentence: “Such term also includes payments which are not
included within the meaning of such term under the preceding sen-
tence, but which would be so included except that they are made on
behalf of such a needy individual to another individual who (as de-
termined in accordance with standards prescribed by the Secretary) is
interested in or concerned with the welfare of such needy individual,
but only with respect to a State whose State plan approved under
section 1402 includes provision for—

_ “(1) determination by the State agency that such need
individual has, by reason of his pﬁsic&l or mental condition, sucﬁ
inability to manage funds that making payments to him would be
contrary to his welfare and, therefore, it is necessary to provide
such aid through payments described in this sentence ;

“(2) making such payments only in cases in which such pay-
ments will, under the rules otherwise applicable under the State
plan for determining need and the amount of aid to the perma-
nently and totally disabled to be paid (and in conjunction with
other income and resources), meet all the need of the individuals
with respect to whom such payments are made;

5 £3) undertaking and continuing special efforts to protect the
welfare of such individual and to improve, to the extent possible,
his capacity for self-care and to manage funds;

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

the interests of such needy individual; and
“(5) opportunity for a fair hearing before the State cy on
the determination referred to in Baragmph (1) for any individual

with respect to whom it is made.

(e) The amendments made by this section shall apply in the case
of expenditures made after December 31, 1965, undl;,r a State plan
approved under title I, X, XTIV, or XVI of the Social Security Act.

DISREGARDING CERTAIN EARNINGS IN DETERMINING NEED UNDER ASSIST-
ANCE PROGRAMS FOR THE AGED, BLIND, AND DISABLED

Skc. 403. (a) Effective October 1, 1965, section 2(a) (10) (A) of the
Social Security Act is amended by striking out ; excefpt at, iIn mak-
ing such determination, of the first $50 per month o earned income
the State agency may disregard, after December 31, 1962, not more
than the first $10 thereof plus one-half of the remainder” and insert-
ing in lieu thereof the following: “; except that, in making such
determination, (i) the State agency may disregard not more than
$5 per month of any income and (1i) of the first $80 per month of
additional income which is earned the State agency may disredgn.rd not
more than the first $20 thereof plus one-half of the remainder”.

(b) Effective October 1, 1965, section 402(a) (7) of the Social Se-
curity Act (as amended by section 410 of this Act) is further amended
by inserting before the semicolon at the end thereof the following:
“ and (C) the State agency may, before disregarding the amounts
referreq to in clauses (A) and (Bg, disregard not more than $5 of any
income”.

(c) Effective October 1, 1965, section 1002(a)(8) of the Social
Security Act is amended by inserting before the semicolon at the end
thereof the following: “, and (C) mag, before disregarding the
amounts referred to in clauses (A) and (B), disregard not more than
$5 of any income”,

(d) Effective October 1, 1965, section 1402(a) (8) of such Act is
amended by inserting after the semicolon at the end thereof the fol-
lowing : “except tha.ii in making such determination, (A) the State
agency may disregard not more &um $5 of any income, (B) of the first
$gﬂ per month of additional income which is earned the State agency
may disregard not more than the first $20 thereof plus one-half of the
remainder, and (C) the State agency may, for a period not in excess
of 36 months, disregard such additional amounts of other income and
resources, in the case of an individual who has a plan for achieving
self-support approved by the State agency, as may be necessary for
the ful%f]ment of such plan, but only with respect to the part or parts
of such period during substantially all of which he is actually under-
going vocational rehabilitation ;.

(e) Effective October 1, 1965, section 1602(a) (14) of such Act is
amended to read as follows:

“(14) provide that the State agency shall, in determining need
for aid to the aged, blind, or disabled, take into consideration any
other income and resources of an individual claiming such aid, as
well as any expenses reasonably attributable to the earning of an
such income; except that, in making such determination witﬁ
respect to any individual—
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“(A) if such individual is blind, the State agency (i)
shal disregard the first $85 per montil of earned income plus
one-half of earned income in excess of $85 per month, and
;ii) shall, for a period not in excess of 12 months, and ms:ly,

or a period not mn excess of 36 months, disregard such addi-
tional amounts of other income and resources, in the case of
any such individual who has a plan for achieving self-
support aﬂgmved by the State agency, as may be necessary
for the fulfillment of such plan,

“(B) if such individuaf is not blind but is permanently
and totally disabled, (i) of the first $80 per month of earned
income, the State agency may disregard not more than the
first $20 thereof plus one-half of the remainder, and (ii) the
State agency may, for a period not in excess of 36 months
disregard such additional amounts of other income an
resources, in the case of any such individual who has a plan
for achieving self-support approved by the State agency, as
may be necessary for the full)flljllment of such plan, but only
with respect to the part or parts of such period during sub-
stantially all of which he is actually undergoing vocational
rehabilitation,

“(C) if such individual has attained age 65 and is neither
blind nor permanently and totally disabled, of the first $80
per month of earned income the State a%ency may disregard
not more than the first $20 thereof plus one-half of the
remainder, and

“(D) the State agency may, before disregarding the
amounts referred to above in this paragraph (14), disregard
not more than $5 of any income; and”.

ADMINISTRATIVE AND JUDICIAL REVIEW OF PUBLIC ASSISTANCE
DETERMINATIONS

Sec. 404, (a) Title XI of the Social Security Act is amended by
adding at the end thereof the following new section:

“ADMINISTRATIVE AND JUDICIAL REVIEW OF CERTAIN ADMINISTRATIVE
DETERMINATIONS

“Skc. 1116. (a) (1) Whenever a State plan is submitted to the Sec-
reta}t('y by a State for approval under title I, IV, X, XTIV, XVI, or
XIX, he shall, not later than 90 days after the date the plan is sub-
mitted to him, make a determination as to whether it conforms to the

uirements for approval under such title. The 90-day period pro-
vided herein may be extended by written agreement of the Secretary
and the affected State.

“(2) Any State dissatisfied with a determination of the Secretary
under paragraph (1) with respect to any plan may, within 60 days
after it has been notified of such determination, file a petition with
the Secretary for reconsideration of the issue of whether such plan
conforms to the requirements for approval under such title. Within
30 days after receipt of such a petition, the Secretary shall notify the
State of the time and place at which a hearing will be held for the

urpose of reconsidering such issue. Such hearing shall be held not
ess than 20 days nor more than 60 days after the date notice of such
hearing is furnished to such State, unless the Secretary and such
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State agree in writing to holding the hearing at another time. The
Secretary shall affirm, modify, or reverse his original determination
within 60 days of the conclusion of the hearing.

“(3) Any State which is dissatisfied with a final determination made
by the Secretary on such a reconsideration or a final determination of
the Secretary under section 4, 404, 1004, 1404, 1604, or 1904 may, within
60 days after it has been notified of such determination, file with the
United States court of appeals for the circuit in which such State is
located a petition for review of such determination. A copy of the

tition shall be forthwith transmitted by the clerk of the court to the

ecretary. The Secretary thereupon shall file in the court the record
of the proceedings on which he based his determination as provided in
section 2112 of title 28, United States Code.

“(4) The findings of fact by the Secretary, if supported by sub-
stantial evidence, shall be conclusive; but the court, for good cause
shown, may remand the case to the Secretary to take further evidence,
and the Secretary may thereupon make new or modified findings of
fact and may modify hii({)revious action, and shall certify to the court
the transcript and record of the further proceedings. Such new or
modified findings of fact shall likewise be conclusive if supported by
substantial evidence.

“(5) The court shall have jurisdiction to affirm the action of the
Secretary or to set it aside, in whole or in part. The judgment of the
court shall be subject to review by the Supreme Court of the United
States upon certiorari or certification as provided in section 1254 of
title 28, United States Code.

“(b) For the purposes of subsection (a), any amendment of a State
plan approved under title I, IV, X, X1V, XVI, or XIX may, at the
option of the State, be treated as the submission of a new State plan.

“(c) Action pursuant to an initial determination of the Secretary
described in subsection (a) shall not be stayed pending reconsidera-
tion, but in the event that the Secretary subsequently determines that
his initial determination was incorrect he shall certify restitution
forthwith in a lump sum of any funds incorrectly withheld or other-
wise denied.

“(d) Whenever the Secretary determines that any item or class of
items on account of which Federal financial participation is claimed
under title I, IV, X, XTIV, XVI, or XIX shalll) be disallowed for such
participation, the State shall be entitled to and upon request shall
receive a reconsideration of the disallowance.”

(b) The amendment made by subsection (a) shall apply only with
respect, to determinations made after December 31, 1965.

MAINTENANCE OF STATE PUBLIC ASSISTANCE EXPENDITURES

Sec. 405. Title XTI of the Social Security Act is amended by addin
at the end thereof (after the new section 1116 added by section 404 o
this Act) the following new section :

“MAINTENANCE OF STATE EFFORT

“Src. 1117. (a) The total of the amounts determined under sec-
tions 3, 403, 1003, 1403, 1603, and 1903 for any State for any quarter
beginning after December 31, 1965, and ending before July 1, 1969,
shall be reduced to the extent that—

“(1) the excess of (A) the total of the amounts determined
for the State under sections 3, 403, 1003, 1403, 1603, and 1903 for
such quarter over (B) the total of the amounts determined for



79 STAT. ] PUBLIC LAW 89-97-JULY 30, 1965

the State under sections 3, 403, 1003, 1403, and 1603 for the same
quarter of the fiscal year ending June 30, 1965, is greater than

“(2) the excess of (A) the total of the expenditures for such
quarter (for which the determination is being made) under the
plans of the State approved under titles I, 1V, X, XIV, XVI,
and XIX over (B) the total of the expenditures under the State

lans of the State approved under titles I, IV, X, XTIV, and XVI

or the same quarter of the fiscal year ending June 30, 1965;
except that, at the option of the State, any of the following may be
substituted (with respect to the quarters of any fiscal year) for the
amount determined as provided in paragraph (1)(B)—

“(3) the total of the amounts determined for the State under
sections 3, 403, 1003, 1403, and 1603 for the same quarter in the
fiscal year ending June 30, 1964; or

“(4) the average of the totals determined for the State under
sections 3, 403, 1003, 1403, and 1603 for each quarter in the fiscal
year ending June 30, 1964, or June 30, 1965.

If the substitution of the total referred to in paragraph (3) is chosen
by the State, there shall be substituted for the amount determined
under clause (B) of paragraph (2) the total of the expenditures under
the plans of the State approved under titles I, IV, X, XIV, and XVI
for the quarter refe to in such paragra.ph (3). If the substitu-
tion of the average for either of the years referred to in paragraph
54) is chosen by the S there shall be substituted for the amount

etermined under clause (B) of paragra. h (2) the average of the
total exﬁenditurea under the plans of the gta.te a%proved under titles
L. 1V, X1V, and XVI for each quarter in the same fiscal year.

“(b) For purposes of this section enditures under the plans of
any State approved under titles I, I'VB:;%, XTIV, XVI, and XIX and
the reduction determined with respect thereto under this section, shall
be determined on the basis of data furnished by the State in the quar-
terly reports submitted by the State to the Secretary pursuant to and
in accordance with the irements of the Secretary under title I,
IV, X, XTIV, XVI, or XIX; and determinations so made shall be
conclusive for purposes of this section.

“(c) If a reduction is required under the preceding provisions of
this section in the total oma amounts determined for a State under
sections 3, 403, 1003, 1403, 1603, and 1903 for any quarter, the Secretary
shall determine which of such amounts shall be reduced and the extent
thereof in such manner as in his judgment will best carry out the
purpose of maintaining State effort under the Federal-State public
assistance programs of the State, and with the total of such reductions
to be equal to the reduction required under subsections (a) and (b)
of this section.”

DISREGARDING OASDI BENEFIT INCREASE, AND CHILD’S INSURANCE BENEFIT
PAYMENTS BEYOND AGE 18, TO THE EXTENT ATTRIBUTABLE TO RETROAC-
TIVE EFFECTIVE DATE i

Sec. 406. Notwithstanding the provisions of sections 2(a) (10) and
(11) (D), 402(a)(7), 1002(a)(8), 1402(a)(8), and 1602(a)(13)
and (14) of the Social Security Act, a State may disregard, in deter-
mining need for aid or assistance under a State plan approved under
title I, IV, X, XIV, or XVI of such Act, any amount dpa.id to any
individual under title IT of such Act (or under the Railroad Retirement
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Act of 1937 by reason of section 326(a) of this Act), for any one or
more months which oceur after December 1964 and before the third
month following the month in which this Act is enacted, to the extent
that such payment is attributable—

(1) to the increase in monthly insurance benefits under the old-
age, survivors, and disability insurance system resulting from the
enactment of section 301 of this Act, or

(2) to the payment of child’s insurance benefits under such sys-
tem after attainment of age 18, in the case of individuals attending
school, resulting from the enactment of section 306 of this Act.

EXTENSION OF GRACE PERIOD FOR DISREGARDING CERTAIN INCOME FOR
STATES WHERE LEGISLATURE HHAS NOT MET IN REGULAR SESSION

Skc. 407. Notwithstanding the provisions of section 701 of the
Economic Opportunity Act of 1964, no funds to which a State is
otherwise entitled under title I, IV, X, XIV, XVI, or XIX of the
Social Security Act for any period before the first month beginning
after the adjournment of a State’s first r?ular legislative session
which adjourns after August 20, 1964 (the date of enactment pf the
Economic Opportunity Act of 1964), shall be withheld by reason
of any action taken pursuant to a State statute which prevents such
State from complying with the requirements of subsection (a) of such
section 701,

TECHNICAL AMENDMENTS RELATING TO PUBLIC ASSISTANCE PROGRAMS

Sec. 408. (a) Section 1108 of the Social Security Act is amended—
(1) by striking out “$9,800,000, of which $625,000 may be used
only for payments certified with respect to section 3(a) (2) (B)
or 1603(a) (2) (B)” and inserting in lieu thereof “$9,800,000”;
(2) by striking out “$330,000, of which $18,750 may be used
only for payments certified with respect to section 3(a) (2) (B)
or 1603(a) {;r)l(B)” and inserting in lieu thereof “$330,000”;
and
(8) by striking out “$450,000, of which $25,000 may be used
only for payments certified with respect to section 3(a) (2) (B)
or 1603 (;5 é (B)” and inserting in lieu thereof “$450,000”.
(b) The amendments made by subsection (a) shall be effective in
the case of Puerto Rico, the Virgin Islands, or Guam with respect to
fiscal years beginning on or after the date on which its plan under
title XIX of the Socia] Security Act is approved.
(¢) (1) Section 1112 of such Act is amended by striking out “for
the aged”.
(2) The heading of section 1112 of such Act is amended by striking
out “FOR THE AGED”.

ELIGIBILITY OF CHILDREN OVER AGE 18 ATTENDING SCHOOL

Szc. 409, Clause «(2) (B) of section 406(a) of the Social Security
Act is amended by striking out “(as determined in accordance with
standards prescribed by the Secretary) a student regularly attending
a high school in pursuance of a course of study leading to a high school
diploma or its equivalent,” and inserting in lieu thereof “(as deter-
mined by the State in accordance with standards prescribed by
the Secretary) a student regularly attending a school, college, or
university,”.
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DISREGARDING CERTAIN EARNINGS IN DETERMINING NEED OF CERTAIN
DEPENDENT CHILDREN

Sec. 410. Effective July 1, 1965, so much of clause (7) of section
402(a) of the Social Security Act as follows the first semicolon is
amended by inserting after “except that, in mak:i.:(nig such determina-
tion,” the g;)llowiréﬁz “(A) the State agency may disregard not more
than $50 Fer month of earned income of each dependent child under
the aﬁa of 18 but not in excess of $150 per month of earned income of
such dependent children in the same home, (B)”.

FEDERAL SHARE OF PUBLIC ABSISTANCE EXPENDITURES

Skc. 411. Title XT of the Social Security Act is amended by adding
at the end thereof (after section 1117, added by section 405 of this
Act), the following new section:

“ALTERNATIVE FEDERAL PAYMENT WITH RESPECT TO PUBLIC ASSISTANCE
EXPENDITURES

“Sec. 1118. In the case of any State which has in effect a plan
approved under title XIX for any calendar quarter, the total of the
payments to which such State is entitled for such quarter, and for each
succeeding quarter in the same fiscal year éwhich for purposes of this
section means the 4 calendar quarters ending with June 30), under
paragraphs (1) and (2) of sections 3(a), 403(a), 10(}3(:12), 1403 (a),
and 1603 (a) shall, at the option of the State, be determined by applica-
tion of the Federal medical assistance percentage (as ¢efined in
section 190.’21, instead of the percentages provided under each such
section, to the ditures under its State plans approved under
titles I, IV, X, XIV, and XVI, which would be included in deter-
mining the amounts of the Federal anments to which such State is
entitled under such sections, but without regard to any maximum on
the _dolls’t’r amounts per recipient which may be counted under such
sections.

Approved July 30, 1965, 5:19 p.m.

Public Law 89-98
AN ACT
To amend the Revised Organic Act of the Virgin Islands to provide for the

payment of legislative salaries and expenses by the government of the Virgin
Islands.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That subsection (e)
of section 6 of the Revised Organic Act of the Virgin Islands (68
Stat. 497, 499), as amended (73 Stat. 568; 48 U.S.C. 1572(e)), is

er amended to read as follows:

“(e) Each member of the legialature shall be paid such compen-
sation and shall receive such additional allowances or benefits as may
be fixed under the laws of the Virgin Islands. Such compensation,
allowances, or benefits, together with all other le%isla.tiva expenses,
shall be approgx;iatad By, and paid out of funds of, the government
of the Virgin Islands.”

Approved July 30, 1965.
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76 Stat, 188;
Ante, p. 418,
42 USC 602,

42 USC 1301.

Ante, p. 420.

Ante, p. 343.

Ante, p. 351,

42 USC 301,
601, 1201, 1351,
1381.

July 30, 1965

[H. R. 8721]

Virgin Islands.

Legislators,
salaries and
expenses.
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