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Interest rate

The 1960 amendments revised the basis for determining the interest rate on
public-debt obligations issued for purchase by the trust funds (special issues),
which constitute a major portion of the investments of the trust funds. Under
previous law, the interest rate on special obligations was related to the average
coupon rate on all outstanding marketable obligations of the United States not
due or callable for at least 5 vears from the original issue date. Under present
law, this interest rate is based on the average market yvield of all such marketable
obligations not due or callable for 4 or more years from the time of the issuance
of the special obligations.

This change will have the immediate cffect of gradually increasing the interest
income of the trust funds as compared with the previous basis. The ultimate
effect is expected to be only a slight increase in the interest income of the system
since, over the long run, coupon rates on new long-term Government obligations
tend to follow (both up and down) the average market yield on all outstanding
long-term issues.

For the intermediate-cost estimate a level interest rate of 3.75 percent was
assumed. This is somewhat above the average yield of the total investments of
both trust funds as of January 1, 1967 (3.66 percent), but is below the rate appli-
cable for new investments in January 1967 (4% percent). The intercst rate for
the low-cost and high-cost estimates was assumed at 4.25 pereent and 3.25 percent,
respectively.

Appunpix II. LegisuaTive HisTory AFrFEcTING THE Trust Funps !

Board of Trustees.—From January 1, 1940, when the Federal old-age and
survivors insurance trust fund was established, through July 15, 1946, the three
members of the Board of Trustees, who served in an ex officio capacity, were the
Secretary of the Treasury, the Secretary of Labor, and the Chairman of the
Social Security Board. On July 16, 1946, under Reorganization Plan No. 2 of
1946, the Federal Security Administrator became ex officio member of the Board
of Trustees in place of the Chairman of the Social Security Board, which agency
was abolished. On April 11, 1953, Reorganization Plan No. 1 of 1953, creating
the Department of Health, Education, and Welfare, went into cffect, and the
office of Federal Security Administrator was abolished. The functions of the
Administrator as ex officio member of the Board of Trustees were taken over by
the Secretary of Health, Education, and Welfare. The remaining membership
of the Board has not changed since it was first established. Since the establish-
ment of the fund, the Secretary of the Treasury has been managing trustee.
The Social Security Act Amendments of 1950 designated the Commissioner for
Social Security—sinee April 11, 1953, the Commissioner of Social Security—as
Secretary of the Board of Trustees.

Under the Social Security Amendments of 1956, the functions of the Board of
Trustees have related to both the Federal old-age and survivors insurance trust
fund and the Federal disability insurance trust fund. The Social Security Amend-
ments of 1960 eliminated the so-called three-times rule (requiring the Board of
Trustees to report to the Congress whenever it cxpects that in the course of the
next 5 fiscal years cither of the trust funds will exceed three times the highest
annual expenditures from such fund anticipated during that 5-year period). The
Social Security Amendments of 1965 provide that the Board of Trustees shall meet
not less frequently than once cach calendar year.

Contribution raies.—The Social Sceurity Act of 1935 fixed the contribution rates
for employeces and their employers at 1 percent each on taxable wages for the
calendar years 1937-39, and provided for higher rates thereafter. However,
subsequent acts of Congress extended the 1-percent rates through calendar year
1949. On January 1, 1950, the rates rose to 1% percent each for employees and
employers, -as provided by the Social Security Act Amendments of 1947. In
accordance with the Social Security Act Amendments of 1950, the 1%-percent
rates remained in effeet through calendar year 1953, and, on January 1, 1954,
rose to 2 percent ecach for employees and employers. These rates remained in

t Amendments to the Social Security Act and to related sections of the Internal Revenue Code were made
during the period 1939-66. The more important changes made in 1950-58 that are significant from an actu-
arial standpoint are described in appendix IT of the 21st Annual Report of the Board of Trustees. The more
important changes contained in the 1960 and 1961 amendments are described in the main body of the 23d
Annual Report, and the changes made in 1964 are described in the 25th Annual Report. The more im-
portang changes contained in the amendments made in 1965 and in 1966 are described in the main body of the
present report.
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effect through December 31, 1956. In accordance with the Social Security
Amendments of 1956, the 2-percent rates rose to 214 percent each on J anuary 1,
1957, and remained in effect through calendar year 1958. On January 1, 1959,
the rates rose to 2}4 percent each, and on January 1, 1960, to 3 percent each, as
provided by the Social Security Amendments of 1958. These rates remained
in cffect through December 31, 1961. In accordance with the Social Security
Amendments of 1961, the 3-percent rates rose, on January 1, 1962, to 3% percent
each for employees and employers, and on January 1, 1963, to 3% percent each.
These rates remained in effect through December 31, 1965. In accordance with
the Social Security Amendments of 1965, the rates rose to 3.85 percent each for
employees and employers on January 1, 1966. Beginning on January 1, 1966,
coverage was cxtended to include cash tips, taxable as wages, with only the
employee’s share of the tax contributions payable (the employer is exempted
from payment of tax contributions on cash tips).

Beginning January 1, 1951—the effective date of extension of coverage to self-
cmployed persons—the rates of tax on self-employment income have been equal
to 1% times the corresponding employec rates, cxcept that beginning in 1962 the
resulting rates for the self-employed are rounded to the nearest tenth of 1 percent.

The tax rates that have been in effect since 1937 and the maximum amount
of annual earnings to which the rates applied are shown in the following table:

Percent of taxable earnings
Maximum
taxable
Calendar years amount of | Employees
annual an Seli-
earnings employers, employed
each
$3, 000 LO00 |-

3, 000 1500 |-
3, 600 1. 500 2. 250
3, 600 2. 000 3. 000
4, 200 2. 000 3. 000
4, 200 2. 250 3.375
4, 800 2.500 ; 3.750
4, 800 3.000 | 4. 500
4,800 3,195 | 4.700
4, 800 3.625 5. 400
6, 600 3. 850 5. 800

Special refunds of employee contributions.—With respeet to wages paid before
1951, refunds to employees who worked for more than one employer during the
course of a year and paid contributions on such wages in excess of the statutory
maximum were made from general revenues. With respeet to wages paid after
1950, these refunds are paid from the Treasury account for refunding internal
revenue collections. The Social Sceurity Aet Amendments of 1950 directed the
managing trustee to pay from time to time from the old-age and survivors in-
surance trust fund into the Treasury, as repayments to the account for refunding
internal revenue collections, the amount of contributions which are subject to
refund with respect to wages paid after 1950.  The Social Sceurity Amendments
of 1956 provided for similar repayments from the disability insurance trust fund.

Credits for military service.—The Social Security Act Amendments of 1346
provided survivor-insurance protection to certain World War IT veterans for a
period of 3 years following their discharge from the Armed Forces. Federal
appropriations were authorized to reimburse the old-age and survivors insvrance
trust fund for such sums as were withdrawn to meet the additional cost (including
administrative expenses) of such payments.  The 1950 amendments, which pro-
vided noncontributory $160 monthly wage eredits to persons who served in the
Armed Forees during World War I1, and the 1952, 1953, 1955, and 1956 amend-
ments, which provided similar noncontributory credits on account of active military
or naval service from July 25, 1947, through December 31, 1956, charged to the
old-age and survivors insurance trust fund not only the additional costs arising
from thesc credits but also, beginning September 1930, those additional costs
arising under the 1946 amendments. The 1956 amendments provided con-
tributory coverage for military personnel beginning January 1, 1957.  In addition,
these amendments authorized that the old-age and survivors insuranece trust
fund, and, where appropriate, the disability insurance trust fund be reim™ursed
from general revenues for expenditures after August 1950 resulting from the
provisions that granted noncontributory $160 monthly wage credits to peisons
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who served in the Armed Forces from September 16, 1940 through December
31, 1956, and from the provisions enacted in 1946. The existing- statutory
provisions that authorize the granting of noncontributory credits for military
service and the financing of thase eredits are set forth in appendix IIIL.

Payments to certain noninsured persons aged 72 and over.—Public Law 89-368,
the Tax Adjustment Act of 1966, approved March 15, 1966, amended the Social
Security Aect to provide monthly payments, effective with benefits for October
1966, to certain noninsured persons aged 72 and over. Under the legislation, all
payments are made initially from the old-age and survivors insurance trust fund.
Provision is made for reimbursement from the gencral fund of the Treasury to the
trust fund in each fiseal year, beginning in fiscal year 1969, on account of pay-
ments during the second preceding fiscal year to persons with less than 3 quarters
of coverage. The reimbursement also ineludes the additional administrative
expenses resulting from such payments and the loss of interest resulting from such
payments and expenses. The statutory provisions authorizing payments to
noninsured persons aged 72 and over and the financing of thesc payments are set
forth in appendix III.

Coordination of old-age, survivors, and disability insurance and rairoad relirement
programs.—Public Law 234, approved October 30, 1951, amended the Railroad
Retirement Act to provide a basis for coordinating the railroad retirement pro-
gram with old-age and survivors insurance. This legislation provides that the
railroad wage credits of workers who die or retire with less than 10 years of rail-
road employment shall be transferred to the old-age and survivors insurance
system. These amendments did not affect workers who acquire 10 years or more
of railroad service. That is, the survivers of over-10-year railroad workers will,
as under the 1946 amendments to the Railroad Retirement Act, receive benefits
under one program or thc other based cn combined wage records, while retire-
ment benefits will be payable under both systems to individuals with 10 or more
years of railroad service who also qualify under old-age and survivors insurance.

With respect to the allocation of costs between the two systems, Public Law 234
required the Railroad Retirement Board and the Secretary of Health, Education,
and Welfare to “determine, no later than January 1, 1954, the amount which
would place the Federal old-age and survivors insurance trust fund in the same
position in which it would have been at the close of the fiscal year ending June 30,
1952, if service as an employee after December 31, 1936, had been included in
the term ‘employment’ as defined in the Social Security Act and in the Federal
Insurance Contributions Act.”

The two agencies completed o series of joint actuarial studies and analyses
required by this provision. The results show that the addition of $488 million to
the old-age and survivors insurance trust fund would place it in the same position
as of June 30, 1952, as it would have been if railroad employment had always been
covered under the Social Security Act.

There is no authority in the law that would have permitted the transfer of the
$488 million from the railroad retirement account to the trust fund, but the legisla-
tion provides that beginning with fiscal year 1953, and for each fiscal year there-
after, annual interest payments on this amount were to be transferred from the
railroad retirement account to the trust fund.

The legislation further provides that at the close of the fiscal year 1953, and cach
fiscal year thereafter, annual rcimbursements are to be effected between the
railroad retirement account and the trust fund in such amounts as would, taking
into consideration the amount determined for the period through June 30, 1952,
place the trust fund at the end of the year in the same position in which it would
have been if railroad employment were covered under the Social Seccurity Act.
If the reimbursement is from the trust fund to the railroad retirement account, the
Secretary of Health, Education, and Welfare may offset the amount of such
reimbursement against the amount determined for the period through June 30,
1952.

The Social Security Amendments of 1956 amended Public Law 234 to provide
for similar annual determinations and financial interchanges between the rail-
road retirement account and the newly created disability insurance trust fund,
beginning with the fiscal year ending June 30, 1958.

Investments.—Since the inception of the program, the Social Security Act has
provided for the investment of funds which are not required to meet current
disbursements. The funds may be invested only in interest-bearing obligations of
the U.S. Government or in obligations guarantced as to both principal and
interest by the United States. These obligations may be acquired on original
issue at the issue price or by purchase of outstanding obligations at their market
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price. In addition, the Social Security Act authorizes the issuance of public-debt
obligations for purchase by the trust funds. (These public-debt obligations,
issued for purchase by the trust funds, have been referred to in the law in the past
as ‘““special obligations” ; more popularly they are referred to as ‘‘special issues’’.)

The Social Security Act of 1935 specified that special issues should bear interest
at the rate of 3 percent per annum, and that other obligations could be acquired
only on such terms as to provide an investment yield of at least 3 percent per
annum. The Social Security Act Amendments of 1939 provided that the special
issues should bear interest at a rate equal to the average rate of interest, computed
as of the end of the calendar month next preceding the date of their issue, borne
by all interest bearing obligations of the United States forming a part of the public
debt, such average rate being rounded down to the next lower one-eighth of 1
percent. The 1939 amendments also eliminated the requirement that obligations
other than special obligations could be acquired only on such terms as to provide
an investment yield of at least 3 percent per annum.

In recognition of the long-term character of the commitments of the trust
funds, the Social Security Amendments of 1956 provided that the special issues
should have maturities fixed with due regard for the needs of the funds, and that
they should bear interest at a rate equal to the average rate of interest borne by
all marketable interest-bearing obligations of the United States forming a part of
the public debt which are not due or callable for 5 or more years from the datc
of original issue, such average rate being rounded to the nearest one-eighth of
1 percent. For several years preceding the enactment of the 1956 amendments,
the special issues had a maximum duration from issue to maturity of 1 year.
As a result of the provisions of the 1956 amendments described above, the maxi-
mum duration to maturity of the special issues was lengthened to 15 years.

The Social Security Amendments of 1960 provided that special issues acquired
after cnactment should bear interest at a rate equal to the average market yield
(computed on the basis of market quotations as of the end of the calendar month
next preceding their issue) on all marketable interest-bearing obligations of the
United States forming a part of the public debt which are not due or callable for
4 or more years from the time the special obligations are issued, such average
market yield being rounded to the nearest one-eighth of 1 percent.

AprpENDIX III. SELECTED STATUTORY PROVISIONS RELATING TO THE TRUST
Funps, as oF JunNE 30, 1966

(Sec. 201, sec. 217, sec. 218(e) (1), (h), and (§), sce. 222(d), sce. 228, and sec. 706
of the Social Security Act as amended)

FEDERAL OLD-AGE AND SURVIVORS INSURANCE TRUST FUND AND FEDERAL DIS-
ABILITY INSURANCE TRUST FUND

SEc. 201. (a) There is hereby created on the books of the Treasury of the
United States a trust fund to be known as the ‘“Federal Old-Age and Survivors
Insurance Trust Fund”. The Federal Old-Age and Survivors Insurance Trust
Fund shall consist of the sccurities held by the Sccretary of the Treasury for the
0ld-Age Reserve Account and the amount standing to the credit of the Old-Age
Reserve Account on the books of the Treasury on January 1, 1940, which securities
and amount the Secrctary of the Treasury is authorized and directed to transfer
to the Federal Old-Age and Survivors Insurance Trust Fund, and, in addition,
stich amounts as may be appropriated to, or deposited in, the Federal Old-Age
and Survivors Insurance Trust Fund as hercinafter provided. There is hereby
appropriated to the Federal Old-Age and Survivors Insurance Trust Fund for the
fiscal year ending June 30, 1941, and for each fiscal year thercafter, out of any
moneys in the Treasury not otherwise appropriated, amounts equivalent to 100
per centum of—

(1) the taxes (including interest, penalties, and additions to the taxes)
received under subchapter A of chapter 9 of the Internal Revenue Code of
1939 (and covered into the Treasury) which are deposited into the Treasury
by collectors of internal revenue before January 1, 1951; and

(2) the taxes certified each month by the Commissioner of Internal Rev-
enue as taxes received under subchapter A of chapter 9 of such Code which
arc deposited into the Treasury by collectors of internal revenue after
December 31, 1950, and before January 1, 1953, with respect to assessments
of such taxes made before January 1, 1951; and
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(3) the taxes imposed by subchapter A of chapter 9 of such Code with
respect to wages (as defined in section 1426 of such Code), and by chapter 21
(other than sections 3101(b) and 3111(b)) of the Internal Revenue Code of
1954 with respect to wages (as defined in section 3121 of such Code) reported
to the Commissioner of Internal Revenue pursuant to section 1420(¢) of the
Internal Revenuc Code of 1939 after December 31, 1950, or to the Secretary
of the Treasury or his delegates pursuant to subtitle F of the Internal Revenue
Code of 1954 after December 31, 1954, as determined by the Secretary of the
Treasury by applying the applicable rates of tax under such subchapter or
chapter 21 (other than sections 3101(b) dnd 3111(b)) to such wages, which
wages shall be certified by the Secretary of Health, Education, and Welfare
on the basis of the records of wages established and maintained by such
Secretary in accordance with such reports, less the amounts specified in
clause (1) of subsection (b) of this section; and

(4) the taxes imposed by subchapter E of chapter 1 of the Internal Revenue
Code of 1939, with respect to self-employment income (as defined in section
481 of such Code), and by chapter 2 -(other than section 1401(b)) of the
Internal Revenue Code of 1954 with respect to self-cmployment income (as
defined in section 1402 of such Code) reported to the Commissioner of Internal
Revenue on tax returns under such subchapter or to the Secretary of the
Treasury, or his delegate on tax returns under subtitle F of such Code, as
determined by the Secretary of the Treasury by applying the applicable rate
of tax under such subchapter or chapter (other than section 1401 (b)) to such
self-employment income, which self-employment income shall be certified by
the Secretary of Health, Education, and Welfare on the basis of the records
of self-cmployment income established and maintiined by the Secrctary of
Health, Education, and Welfare in accordance with such returns, less the
amounts speeified in clause (2) of subsection (b) of this section.

The amounts appropriated by clauses (3) and (4) shall be transferred from time to
time from the general fund in the Treasury to the Federal Old-Age and Survivors
Insurance Trust Fund, and the amounts appropriated by clauses (1) and (2) of
subsection (b) shall be transferred from time to time from the general fund in the
Treasury to the Federal Disability Insurance Trust Fund, such amounts to be
determined on the basis of estimates by the Seerctary of the Treasury of the taxcs,
specified in clauses (3) and (4) of this subsection, paid to or deposited into the
Treasury; and proper adjustments shall be made in amounts subscquently trans-
ferred 10 the extent prior estimates were in excess of or were less than the taxes
specified in such clauses (3) and (4) of this subsection.

(b) There is hereby created on the books of the Treasury of the United States a
trust fund to be known as the “Federal Disability Insurance Trust Fund”’. The
Federal Disability Insurance Trust Fund shall consist of such amounts as may be
appropriated to, or deposited in, such fund as provided in this section. There is
hereby appropriated to the Federal Disability Insurance Trust Fund for the fiscal
year ending June 30, 1957, and for cach fiscal year thereafter, out of any moneys in
t}fxc Treasury not otherwise appropriated, amounts cquivalent to 100 per centum
of—

(1) % of 1 per centum of the wages (as defined in section 3121 of the Internal
Revenue Code of 1954) paid after December 31, 1956, and before January 1,
1966, and reported to the Secretary of the Treasury or his delegate pursuant to
subtitle F of the Internal Revenue Code of 1954, and 0.70 of 1 per centum of the
wages (as so defined) paid after December 31, 1965, and so reported, which
wages shall be certified by the Scerctary of Health, Education, and Welfare on
the basis of the records of wages established and maintained by such Secretary
in accordance with such reports; and

(2) 3% of 1 per centum of the amount of self-employment income (as defined
in section 1402 of the Inteinal Revenue Code of 1954) reported to the Secre-
tary of the Treasury or his delegate on tax returns under subtitle F of the In-
ternal Revenue Code of 1954 for any taxable year beginning after December
31, 1956, and before January 1, 1966, and 0.525 of 1 per centum of the amount
of sclf-employment income (as so defined) so reported for any taxable year
beginning after December 31, 1965, which self-employment income shall be
certified by the Secretary of Health, Education, and Welfare on the basis of the
records of self-cmployment income established and maintained by the Secre-
tary of Health, Education, and Welfare in accordance with such returns.

(¢) With respect to the Federal Old-Age and Survivors Insurance Trust
Fund and the Federal Disability Insurance Trust Fund (hereinafter in this
title called the “Trust Funds’) there is hereby created a body to be known as
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the Board of Trustees of the Trust Funds (hereinafter in this title called the
“Board of Trustees’) which Board of Trustees shall be 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 title called the “Managing
Trustee”). The Commissioner of Social Security shall serve as 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 Funds;

(2) Report to the Congress not later than the first day of March of ecach
year on the operation and status of the Trust Funds during the preceding
fiscal year and on their expected operation and status during the next ensuing
five fiscal years;

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

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

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

The report provided for in paragraph (2) above shall include a statement of the
assets of, and the disbursements made from, the Trust Funds during the preceding
fiscal year, an estimate of the expected future income to, and disbursements to
be made from, the Trust Funds during each of the next ensuing five fiscal years,
and a statement of the actuarial status of the Trust Funds. Such report shall be
print%d as a House document of the session of the Congress to which the report
1s made.

(d) It shall be the duty of the Managing Trustee to invest such portion of
the Trust Funds as is not, in his judgment, required to meet current withdrawals.
Such investments may be made only in interest-bearing obligations of the United
States or in obligations guaranteed as to both prinecipal 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 issued
under the Second Liberty Bond Act, as amended, are hereby extended to author-
ize the issuance at par of public-debt obligations for purchase by the Trust Funds.
Such obligations issued for purchase by the Trust Funds shall have maturities
fixed with due regard for the needs of the Trust Funds and shall bear interest at a
rate equal to the average market yield (computed by the Managing Trustee on
the basis of market quotations as of the end of the calendar month next pre-
ceding the date of such issuc) on all marketable interest-bearing obligations of the
United States then forming a part of the publie debt which are not due or callable
until after the cxpiration of four 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 of such obligations shall be the multiple of one-
eighth of 1 per centum nearest such market yield. The Managing Trustee may
purchase other interest-bearing obligations of the United States or obligations
guaranteed as to both principal and interest by the United States, on original
issue or at the market price, only where he determines that the purchase of such
other obligations is in the public interest.

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

(f) The interest on, and the proceeds from the sale or redemption of, any
obligations held in the Federal Old-Age and Survivors Insurance Trust Fund and
the Federal Disability Insurance Trust Fund shall be credited to and form a
part of the Federal Old-Age and Survivors Insurance Trust Fund and the
Disability Insurance Trust Fund, respectively.

(2)(1)(A) There are authorized to be made available for expenditure, out of
any or all of the Trust Funds (which for purposes of this Earagrafh shall include
also the Federal Hospital Insurance Trust Fund and the Federal Supplementary
Medical Insurance Trust Fund established by title XVIII), such amounts as the
Congress may deem appropriate to pay the costs of the part of the administration
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of this title and title XVIII 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, Education, and Welfare shall
analyze the costs of administration of this title and title XVILI during the appro-
priate part or all of sueh 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 Manag-
ing 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 sueh fiscal year for the part of the administration of this
title and title XVIII for which the Secretary of Health, Education, and Welfare
is responsible. The Managing Trustee is authorized and directed to transfer any
such amount (determined under the preceding sentence) among such Trust Funds
in accordance with any certification so made.

(B) The Managing Trustee is directed to pay from the Trust Funds into the
Treasury the amounts estimated by him 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 admin-
istration of chapters 2 and 21 of the Internal Revenue Code of 1954. Such pay-
ments shall be covered into the Treasury as repayment to the account for reim-
bursement 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.

(2) The Managing Trustee is directed to pay from time to time from the
Trust Funds into the Treasury the amount estimated by him as taxes imposed
under section 3101(a) which are subject to refund under section 6413(c) of the
Internal Revenue Code of 1954 with respect to wages (as defined in section 1426
of the Internal Revenue Code of 1939 and section 3121 of the Internal Revenue
Code of 1954) paid after December 31, 1950. Such taxes shall be 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
Commissioner of Internal Revenue pursuant to section 1420(c) of the Internal
Revenue Code of 1939 and to the Secretary of the Treasury or his delegate pur-
suant to subtitle F of the Internal Revenue Code of 1954, and the Secretary shall
furnish the Managing Trustee such information as may be required by the Trustee
for such purpose. The payments by the Managing Trustee shall be covered into
the Treasury as repayments to the account for refunding internal revenue collee-
tions. Payments pursuant to the first sentence of this paragraph shall be made
from the Federal Old-Age and Survivors Insurance Trust Fund and the Federal
Disability Insurance Trust Fund in the ratio in which amounts were appropri-
ated to such Trust Funds under clause (3) of subsection (a) of this section and
clause (1) of subsection (b) of this section.

(3) Repayments made under paragraph (1) or (2) shall not be available for
expenditures but shall be carried to the surplus fund of the Treasury. If it sub-
sequently appears that the estimates under either such paragraph in any partic-
ular period were too high or too low, appropriate adjustments shall be made by
the Managing Trustee in future payments.

(h) Benefit payments required to be made under section 223, and benefit pay-
ments required to be made under subsection (b), (c), or (d) of seetion 202 to indi-
viduals entitled to benefits on the basis of the wages and self-employment income
of an individual entitled to disability insurance benefits, shall be made only from
the Federal Disability Insurance Trust Fund. All other benefit payments
required to be made under this title (other than section 226) shall be made only
from the Federal Old-Age and Survivors Insurance Trust Fund.

BENEFITS IN CASE OF VETERANS

Sgc. 217. (a) (1) For purposes of determining entitlement to and the amount
of any monthly benefit for any month after August 1950, or entitlement to and
the amount of any lump-sum death payment in case of a death after such month,
payable under this title on the basis of the wages and self-employment income
of any World War II veteran, and for purposes of section 216(i) (3), such veteran
shall be deemed to have been paid wages (in addition to the wages, if any, actually
paid to him) of $160 in each month during any part of which he served in the
active military or naval service of the United States during World War II. This
subsection shall not be applicable in the case of any monthly benefit or lump-sum
death payment if—

(A) a larger such benefit or payment, as the case may be, would be payable
without its application; or
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(B) a benefit (other than a benefit payable in a lump sum unless it is a
commutation of, or a substitute for, periodic payments) which is based, in
whole or in part, upon the active military or naval service of such veteran
during World War II is determined by any ageney or wholly owned instru-
mentality of the United States (other than the Veterans’ Administration) to
be payable by it under any other law of the United States or under a system
established by such agency or instrumentality. The provisions of clause
(B) shall not apply in the case of any monthly benefit or lump-sum death
payment under this title if its application would reduce by $0.50 or less the
primary insurance amount (as computed under section 215 prior to any
recomputation thereof pursuant to subsection (f) of such section) of the
individual on whose wages and self-employment income such benefit or pay-
ment is based. The provisions of clause (B) shall also not apply for purposes
of section 216(i) (3).

(2) Upon application for benefits or a lump-sum death payment on the basis of
the wages and self-employment income of any World War 11 veteran, the Secretary
of Health, Education, and Welfare shall make a decision without regard to
clause (B) of paragraph (1) of this subsection unless he has been notified by some
other agency or instrumentality of the United States that, on the basis of the
military or naval service of such veteran during World War II, a benefit described
in clause (B) of paragraph (1) has been determined by such agency or instrumental-
ity to be payable by it. If he has not been so notified, the Secretary of Health,
Education, and Welfare shall then ascertain whether some other agency or wholly
owned instrumentality of the United States has decided that a benefit described
in clause (B) of paragraph (1) is payable by it. If any such agency or instru-
mentality has decided, or thereafter decides, that such a benefit is payable by it, it
shall so notify the Secretary of Health, Education, and Welfare, and the Secretary
shall certify no further benefits for payment or shall recompute the amount of any
further benefits payable, as may be required by paragraph (1) of this subsection.

(3) Any agency or wholly owned instrumentality of the United States which is
authorized by any law of the United States to pay benefits, or has a system of
benefits which are based, in whole or in part, on military or naval service during
World War 1I, shall, at the request of the Secretary of Health, Education, and
Welfare, certify to him, with respect to any veteran, such information as the
Secretary deems necessary to carry out his funetions under paragraph (2) of this
subsection.

(b)(1) Any World War II veteran who died during the period of three years
immediately following his separation from the active military or naval service of
the United States shall be deemed to have died a fully insured individual whose
primary insurance amount is the amount determined under section 215(c).
Notwithstanding section 215(d), the primary insurance benefit (for purposes of
section 215(c)) of such veteran shall be determined as provided in this title as in
effect prior to the enactment of this section, except that the 1 per centum addition
provided for in section 209(e)(2) of this Act as in effect prior to the enactment
of this section shall be applicable only with respect to calendar years prior to
1951.  This subsection shall not be applicable in the case of any monthly benefit
or lump-sum death payment if—

(A) alarger such benefit or payment, as the case may be, would be payable
without its application;

(B) any pension or compensation is determined by the Veterans’ Admin-
istration to be payable by it on the basis of the death of such veteran;

(C) the death of the veteran occurred while he was in the active military
or naval service of the United States; or

(D) such veteran has been discharged or released from the active military
or naval service of the United States subsequent to July 26, 1951.

(2) Upon an application for benefits or a lump-sum death payment on the
basis of the wages and self-employment income of any World War II veteran, the
Secretary of Health, Education, and Welfare shall make a decision without regard
to paragraph (1)(B) of this subsection unlcss he has been notified by the Veterans’
Administration that pension or compensation is determined to be payable by
the Veterans’ Administration by reason of the death of such veteran. The
Secretary of Health, Education, and Welfare shall thereupon report such decision
to the Veterans’ Administration. If the Veterans’ Administration in any such
case has made an adjudication or thereafter makes an adjudication that any
pension of compensation is payable under any law administered by it, it shall
notify the Secretary of Health, Education, and Welfare, and the Secretary shall
certify no further benefits for payment, or shall recompute the amount of any
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further benefits payable, as may be required by paragraph (1) of this subsection
to any individual, not exceeding the amount of any accrued pension or compensa-
tion payable to him by the Veterans’ Administration, shall (notwithstanding the
provisions of section 3101 of title 38, United States Code) be deemed to have been
paid to him by such Administration on account of such acerued pension or com-
pensation. No such payment certified by the Secretary of Health, Education,
and Welfare, and no payment certified by him for any month prior to the first
month for which any pension or compensation is paid by the Veterans’ Adminis-
tration shall be deemed by reason of this subsection to have been an erroneous
payment.

(¢) In the case of any World War II veteran to whom subsection (a) is appli-
cable, proof of suppa~t required under section 202(h) may be filed by a parent at
any period prior t- July 1951 or prior to the cxpiration of two years after the
date of the death of such veteran, whichever is the later.

(d) For the purposes of this section—

(1) The term “World War II”’ means the period beginning with September
16, 1940, and ending at the close of July 24, 1947.

(2) The term “World War II veteran”’ means any individual who served
in the active military or naval service of the United States at any time
during World War II and who, if discharged or released therefrom, was so
discharged or released under conditions other than dishonorable after active
service of ninety days or more or by reason of a disability or injury incurred
or aggravated in service in line of duty; but such term shall not include any
individual who died while in the active military or naval service of the United
States if his death was inflicted (other than by an enemy of the United States)
as lawful punishment for a military or naval offense.

(e)(1) For purposes of determining entitlement to and the amount of any
monthly benefit or lump-sum death payment payable under this title on the
basis of the wages and self-employment income of any veteran (as defined in
paragraph (4)), and for purposes of section 216(i)(3), such veteran shall be
deemed to have been paid wages (in addition to the wages, if any, actually paid
to him) of $160 in each month during any part of which he served in the active
military or naval service of the United States on or after July 25, 1947, and prior
to January 1, 1957. This subsection shall not be applicable in the casc of any
monthly benefit or lump-sum death payment if—

(A) a larger such benefit or payment, as the case may be, would be pay-
able without its application; or .

(B) a benefit (other than a benefit payable in a lump sum unless it is a
commutation of, or a substitute for, periodic payments) which is based, in
whole or in part, upon the active military or naval service of such veteran
on or after July 25, 1947, and prior to January 1, 1957, is determined by
any agency or wholly owned instrumentality of the United States (other
than the Veterans’ Administration) to be payable by it under any other law
of the United States or under a system established by such agency or
instrumentality.

The provisions of clause (B) shall not apply in the case of any monthly benefit
or lump-sum death payment under this title if its application would reduce by
$0.50 or less the primary insurance amount (as computed under section 215 prior
to any recomputation thereof pursuant to subsection (f) of such section) of the
individual on whose wages and self-employment income such benefit or payment
is based. The provisions of clause (B) shall also not apply for purposes of sec-
tion 216()(3). In the case of monthly benefits under this title for months after
December 1956 (and any lump-sum death payment under this title with respect
to a death occurring after December 1956) bascd on the wages and self-employ-
ment income of a veteran who performed service (as a member of a uniformed
service) to which the provisions of section 210(1) (1) are applicable, wages which
would, but for the provisions of clause (B), be deemed under this subsection to
have been paid to such veteran with respect to his active military or naval service
performed after December 1950 shall be deemed to have been paid to him with
respect to such service notwithstanding the provisions of such clause, but only if
the benefits referred to in such clause which are based (in whole or in part) on
such service are payable solely by the Army, Navy, Air Force, Marine Corps,
Coast Guard, Coast and Geodetic Survey or Public Health Service. .

(2) Upon application for benefits or a lump-sum death payment on the basis of
the wages and sclf-employment income of any veteran, the Secretary of Health,
Edueation, and Welfare shall make a decision without regard to clause (B) of
paragraph (1) of this subsection unless he has been notified by some other agency
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or instrumentality of the United States that, on the basis of the military or naval
service of such veteran on or after July 25, 1947, and prior to January 1, 1957, a
benefit described in clause (B) of paragraph (1) has been determined by such
agency or instrumentality to be payable by it. If he has not been so notified, the
Secretary of Health, Education, and Welfare shall then ascertain whether some
other agency or wholly owned instrumentality of the United States has decided
that a benefit described in clause (B) of paragraph (1) is payable by it. If any
such ageney or instrumentality has decided, or thereafter decides, that such a
benefit is payable by it, it shall so notify the Secretary of Health, Education, and
Welfare, and the Secretary shall certify no further benefits for payment or shall
recompute the amount of any further benefits payable, as may be required by
paragraph (1) of this subsection.

(3) Any agency or wholly owned instrumentality of the United States which is
authorized by any law of the United States to pay benefits, or has a system of
benefits which are based, in whole or in part, on military or naval service on or
after July 25, 1947, and prior to January 1, 1957, shall, at the request of the Secre-
tary of Health, Education, and Welfare, certify to him, with respect to any vet-
cran, such information as the Secretary decms necessary to carry out his functions
under paragraph (2) of this subsection.

(4) For the purposes of this subsection, the term ‘‘veteran’’ means any individ-
ual who served in the active military or naval service of the United States at any
time on or after July 25, 1947, and prior to January 1, 1957, and who, if discharged
or released therefrom, was so discharged or released under conditions other than
dishonorable after active service of ninety days or more or by reason of a disability
or injury incurred or aggravated in service in line of duty; but such term shall not
include any individual who died while in the active military or naval service of
the United States if his death was inflicted (other than by an enemy of the United
States) as lawful punishment for a military or naval offense.

(f)(1) In any case where a World War II veteran (as defined in subsection
(d)(2)) or a veteran (as defined in subsection (e)(4)) has died or shall hereafter
die, and his widow or child is entitled under the Civil Service Retirement Act
of May 29, 1930, as amended, to an annuity in the computation of which his
active military or naval service was included, clause (B) of subsection (a)(1)
or clause (B) of subsection (e)(1) shall not operate (solely by reason of such
annuity) to make such subsection inapplicable in the case of any monthly benefit
under section 202 which is based on his wages and self-employment income;
except that no such widow or child shall be entitled under section 202 to any
monthly benefit in the computation of which such service is included by reason
of this subsection (A) unless such widow or child after December 1956 waives
his or her right to receive such annuity, or (B) for any month prior to the first
month with respect to which the Civil Service Commission certifies to the See-
retary of Health, Education, and Welfare that (by reason of such waiver) no
further annuity will be paid to such widow or child under such Act of May 29,
1930, as amended, on the basis of such veteran’s military or civilian service.
Any such waiver shall be irrevocable.

(2) Whenever a widow waives her right to receive such annuity such waiver
shall constitutc a waiver on her own behalf; a waiver by a legal guardian or
guardians, or, in the absence of a legal guardian, the person (or persons) who
has the child in his care, of the child’s right to receive such annuity shall consti-
tute a waiver on behalf of such child. Such a waiver with respect to an annuity
based on a veteran’s service shall be valid only if the widow and all children,
or, if there is no widow, all the children, waive their rights to reccive annuities
under the Civil Service Retirement Act of May 29, 1930, as amended, based on
such veteran’s military or civilian service.

(g)(1) In September 1965, and in every fifth September thereafter up to
and including September 2010, the Secretary shall determine the amount which,
if paid in equal installments at the beginning of cach fiscal year in the period
beginning—

(A) with the July 1, 1965, in the case of the first such determination, and
(B) with the July 1 following the determination in the case of all other
such determinations,
and ending with the close of June 30, 2015, would accumulate, with interest
compounded annually, to an amount equal to the amount needed to place each
of the Trust Funds and the Federal Hospital Insurance Trust 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
Security Act Amendments of 1950, and this section, had not been enacted. The
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rate of interest to be used in determining such amount shall be the rate deter-
mined under section 201(d) for public-debt obligations which were or could
have been issued for purchase by the Trust Funds in the June preceding the
"September in which such determination is made.

(2) There are authorized to be appropriated to the Trust Funds and the
Federal Hospital Insurance Trust Fund—

(A) for the fiscal year ending June 30, 1966, an amount equal to the
amount determined under paragraph (1) in September 1965, and

(B) for cach fiscal year in the period beginning with July 1, 1966, and
ending with the close of June 30, 2015, an amount equal to the annual in-
stallment for such fiseal year under the most recent determination under
paragraph (1) which precedes such fiscal year.

(3) For the fiscal year ending June 30, 2016, there is authorized to_be appro-
priafed to the Trust Funds and the Federal Hospital Insurance Trust Fund such
sums as the Secretary determines would place the Trust Funds and the Federal
Hospital Insurance Trust Fund in the same position in which they would have
been at the close of 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 Trust Fund annually, as benefits under this title
and part A of title XVIII are paid after June 30, 2015, such sums as the Secretary
determines to be necessary to meet the additional costs, resulting from sub-
sections (a), (b), anid (e), of such benefits (including lump-sum death payments).

Gratuitous Wage Credits for American Citizens Who Served in the Armed Forces
of Allied Countries

(h)(1) For the purposes of this section, any individual who the Secretary finds—

(A) served during World War II (as defined in subsection (d)(1)) in the
active military or naval service of a country which was on September 16,
1940, at war with a country with which the United States was at war during
World War 11;

(B) entered into such active service on or before December 8, 1941;

(C) was a citizen of the United States throughout such period of service
or lost his United States citizenship solely because of his entrance into such
service; )

(D) had resided in the United States for a period or periods aggregating
four years during the five-year period ending on the day of, and was domiciled
in the United States on the day of, such entrance into such active service; and

(E)(i) was discharged or released from such service under conditions other
than dishonorable after active service of ninety days or more or by reason of
a disability or injury incurred or aggravated in service in line of duty, or

(ii) died while in such service,

shall be considered a World War II veteran (as defined in subsection (d)(2)) and
such service shall be considered to have been performed in the active military or
naval service of the United States.

(2) In the case of any individual to whom paragraph (1) applies, proof of
support required under section 202 (f) or (h) may be filed at any time prior to the
expiration of two years after the date of such individual’s death or the date of the
enactment of this subsection, whichever is the later.

PAYMENTS AND REPORTS BY STATES

Swc. 218. (e)(1) Each agreement under this section shall provide—

(A) that the State will pay to the Seeretary of the Treasury, at such time
or times as the Secretary of Health, Education, and Welfare may by regu-
lations prescribe, amounts equivalent to the sum of the taxes which would
be imposed by sections 3101 and 3111 of the Internal Revenue Code of 1954
if the services of employees covered by the agreement constituted employ-
ment as defined in section 3121 of such Code; and

(B) that the State will comply with such regulations relating to payments
and reports as the Secretary of Health, Education, and Welfare may prescribe
to carry out the purposes of this section.

DEPOSITS IN TRUST FUND, ADJUSTMENTS

Sec. 218. (h) (1) All amounts received by the Secretary of the Treasury under
an agreement made pursuant to this section shall be deposited in the Trust Funds
and the Federal Hospital Insurance Trust Fund in the ratio in which amounts are
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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.

(2) If more or less than the correct amount due under an agreement made
pursuant to this section is paid with respect to any payment of remuneration,
proper adjustments with respect to the amounts due under such agreement shall
be made, without interest, in such manner and at such times as may be preseribed
by regulations of the Secretary of Health, Education, and Welfare.

(3) If an overpayment cannot be adjusted under paragraph (2), the amount
thereof and the time or times it is to be paid shall be certified by the Secretary of
Health, Education, and Welfare to the Managing Trustee, and the Managing
Trustee, through the Fiscal Service of the Treasury Department and prior to any
action thereon by the General Accounting Office, shall make payment in accord-
ance with such certification. The Managing Trustee shall not be held personally
liable for any payment or payments made in accordance with a certification by
the Secretary of Health, Education, and Welfare.

FAILURE TO MAKE PAYMENTS

Sec. 218. (j) In case any State does not make, at the time or times due, the
payments provided for under an agreement pursuant to this section, there shall
be added, as part of the amounts due, interest at the rate of 6 per centum per
annum from the date due until paid, and the Secretary of Health, Education, and
Welfare may, in his discretion deduct such amounts plus interest from any amounts
certified by him to the Secretary of the Treasury for payment to such State under
any other provision of this Act. Amounts so deducted shall be deemed to have
been paid to the State under such other provision of this Act. Amounts equal
to the amounts deducted under this subsection are hereby appropriated to the
Trust Funds in the ratio in which amounts are deposited in such Funds pursuant
to subsection (h)(1).

COSTS OF REHABILITATION SERVICES FROM TRUST FUNDS

Sec. 222, (d)(1) For the purpose of making vocational rehabilitation services
more readily available to disabled individuals who are—

(A) ‘entitled to disability insurance benefits under section 223, or

(B) entitled to child’s insurance benefits under section 202(d) after having
attained age 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 productive activity, there are authorized to be trans-
ferred from the Trust Funds such sums as may be necessary to enable the
Secretary to pay the costs of vocational rehabilitation services for such
individuals (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 perecent 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 are certified for payment in the preceding year. The
selection of individuals (including the order in which they shall be selected)
to receive such services shall be made in accordance with criteria formulated
by the Secretary which are based upon the effect the provision of such
services would have upon the Trust Funds.

(2) In the case of each State which is willing to do so, such vocational rehabili-
tation services shall be furnished under a State plan for voeational 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 any in-
dividual in the State who meets the criteria prescribed by the Secretary
pursuant to paragraph (1), with reasonable promptness and in accordance
with the order of selection 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 residence, (ii) his need for financial
assistance except as provided in regulations of the Secretary in the case of
maintenance during rehabilitation, or (iii) any order of selection which
would otherwise be followed under the State plan pursuant to section 5(a) (4)
of the Vocational Rehabilitation Act.
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(3) In the case of any State which does not have a plan which meets the re-
quirements of paragraph (2), the Secretary may provide such services by agree-
ment or contract with other public or private agencies, organizations, institutions,
or individuals.

(4) Payments under this subsection may be made in installments, and in
advance or by way or reimbursement, with necessary adjustments on account of
overpayments or underpayments.

(5) Money paid from the Trust Funds under this subsection to pay the cosis of
providing services to individuals who are entitled to benefits 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 procedures as he may
deem appropriate—

(A) the total cost of the services provided under this subsection, and
(B) subject to the provisions of the preceding sentence, the amount of
such cost which should be charged to ecach of such Trust Funds.

(6) For the purposes of this subsection the term ‘‘vocational rehabilitation
services” shall have the meaning assigned to it in the Vocational Rehabilitation
Act, except that such services may be limited in type, scope, or amount in accord-
ance with regulations of the Sccretary designed to achieve the purposes of this
subsection.

BENEFITS AT AGE 72 FOR CERTAIN UNINSURED INDIVIDUALS
Eligibility
Sec. 228. (a) Every individual who—
(1) has attained the age of 72,
(2) (A) attained such age before 1968, or (B) has not less than 3 quarters
of coverage, whenever acquired, for cach calendar year elapsing after 1966
and before the year in which he attained such age,
(3) is a resident of the United States (as defined in subsection (e)), and is
(A) a citizen of the United States or (B) an alien lawfully admitted for perma-
nent residence who has resided in the United States (as defined in section
210(i)) continuously during the 5 years immediately preceding thc month in
which he files application under this scetion, and
(4) has filed application for benefits under this section,
shall (subject to the limitations in this section) be entitled to a benefit under this
section for each month beginning with the first month after September 1966 in
which he becomes so entitled to such benefits and ending with the month preceding
the month in which he dies. No application under this section which is filed by an
individual more than 3 months before the first month in which he meets the re-
quirements of paragraphs (1), (2), and (3) shall be accepted as an application for
purposes of this section.
Benefit Amount

(b) (1) Except as provided in paragraph (2), the benefit amount to which an
individual is entitled under this section for any month shall be $35.

(2) If both husband and wife are entitled (or upon application would be entitled)
to benefits under this section for any month, the amount of the husband’s benefit
for such month shall be $35 and the amount of the wife’s benefit for such month
shall be $17.50.

Reduction for Governmental Pension System Bencfits

(¢)(1) The benefit amount of any individual under this section for any month
shali be reduced (but not below zero) by the amount of any periodic benefit under
a governmental pension system for which he is eligible for such month.

(2) In the case of a husband and wife only onc of whom is entitled to benefits
under this section for any month, the benefit amount, after any reduction under
paragraph (1), shall be further reduced (but not below zero) by the excess (if any)
of (A) the total amount of any periodic benefits under governmental pension sys-
tems for which the spouse who is not cntitled to benefits under this section is
eligible for such month, over (B) $17.50.
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(3) In the case of a husband and wife both of whom are entitled to benefits
under this section for any month—

(A) the benefit amount of the wife, after any reduction under paragraph
(1), shall be further reduced (but not below zero) by the excess (if any)
of (i) the total mount of any periodic benefits under governmental pension
'systems for which the husband is eligible for such month, over (ii) $35, and

(B) the benefit amount of the husband, after any reduction under para-
graph (1), shall be further reduced (but not below zero) by the excess (if
any) of (i) the total amount of any periodic benefits under governmental
pension systems for which the wife is eligible for such month, over (i) $17.50.

(4) For purposes of this subsection, in determining whether an individual is
eligible for periodic benefits under a governmental pension system—

) such individual shall be deemed to have filed application for such
benefits,

(B) to the extent that entitlement depends on an application by such
in%ividual’s spouse, such spouse shall be deemed to have filed application,
an

(C) to the cxtent that entitlement depends on such individual or his
spouse having retired, such individual and his spouse shall be deemed to have
l'etiéed before the month for which the detéermination of eligibility is being
made.

(5) For purposes of this subsection, if any periodic benefit is payable on any
basis other than a calendar month, the Secretary shall allocate the amount of
such benefit to the appropriate calendar months.

(6) If, under the foregoing provisions of this section, the amount payable for
any month would be less than $1, such amount shall be reduced to zero. In the
case of a husband and wife both of whom are entitled to benefits under this sec-
tion for the month, the preceding sentence shall be applied with respect to the
aggregate amount so payable for such month.

(7) If any benefit amount computed under the foregoing provisions of this
section is not a multiple of $0.10, it shall be raised to the next higher multiple of
$0.10.

(8) Under regulations prescribed by the Secretary, benefit payments under
this section to an individual (or aggregate benefit payments under this section in
the case of a husband and wife) of less than $5 may be accumulated until they
cqual or exceed $5.

Suspension for Months in Which Cash Payments Are Made Under Public
Asgistance

(d) The benefit to which any individual is entitled under this section for any
month shall not be paid for such month if—
(1) such individual receives aid or assistance in the form of money pay-
ments in such month under a State plan approved under title I, IV, X, XIV,
or XVI, or
(2) such individual’s husband or wife receives such aid or assistance in
such month, and under the State plan the needs of such individual were
taken into account in determining eligibility for (or amount of) such aid or
assistance,
unless the State agency administering or supervising the administration of such
plan notifies the Secrctary, at such time and in such manner as may be prescribed
in accordance with regulations of the Secretary, that such payments to such indi-
vidual (or such individual’s-husband or wife) under such plan are being terminated
with the payment or payments made in such month.

Suspension Where Individual Is Residing Outside the United States

(e) The benefit to which any individual is entitled under this section for any
month shall not be paid if, during such month, such individual is not a resident
of the United States. For purposes of this subsection, the term ‘‘United States’”
means the 50 States and the Distriet of Columbia.

Treatment as Monthly Insurance Benefits

(f) For purposes of subsections (t) and (u) of section 202, and of section 1840,
& monthly benefit under this scetion shall be treated as a monthly insuranee
benefit payable under section 202.
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Annual Reimbursement of Federal Old-Age and Survivors Insurance Trust Fund

(g) There are authorized to be appropriated to the Federal Old-Age and
Survivors Insurance Trust Fund for the fiscal year ending June 30, 1969, and for
each fiscal year thereafter, such sums as the Secretary of Health, Education, and
Welfare deems necessary on account of—-

(1) payments made-under this section during the second preceding fiscal
year and all fiscal years prior thereto to individuals who, as of the beginning
of the ecalendar year in which falls the month for which payment was made,
had less than 3 quarters of coverage,

(2) the additional administrative cxpenses resulting from the payments
described in paragraph (1), and

(3) any loss in interest to such Trust Fund resulting from such payments
and cxpenscs,

in order to place such Trust Fund in the same position at the end of such fiscal
vear as it would have been in if such payments had not been made.

Definitions

(h) For purposes of this section—

(1) The term ‘“‘quarter of coverage’ includes a quarter of coverage as
defined in section 5(1) of the Railroad Retirement Act of 1937.

(2) The term ‘“‘governmental pension system’”” means the insurance system
established by this title or any other system or fund established by the
United States, a State, any political subdivision of a State, or any wholly
owned instrumentality of any one or more of the foregoing which provides
for payment of (A) pensions, (B) retirement or retired pay, or (C) annuities
or similar amounts payable on account of personal scrvices performed by
any individual (not including any payment under any workmen's compensa-
tion law er any payment by the Veterans’ Administration as compensation
for service-connected disability or death).

(3) The term ‘‘periodic benefit” includes a benefit payable in a lump
sum if it is a commutation of, or a substitute for, periodic payments.

(4) The determination of whether an individual is a husband or wife for
any month shall be made under subsection (h) of section 216 without regard
to subsections (b) and (f) of section 216.

ADVISORY COUNCIL ON SOCIAL SECURITY

Skc. 706. (a) 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 disability insurance
program and the programs under parts A and B of title XVIII, and of reviewing
the scope of coverage and the adequacy of benefits under, and all other aspects
O}fx, tl}fse 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, appointed by the Secretary without regard
to the civil service laws. The appointed members shall, to the extent possible,
represent organizations of employers and employees in equal numbers, and
represent self-employed persons and the public.

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

(2) Appointed members of any such Council, while serving on business of
the Council (inclusive of travel time), shall receive compensation at rates fixed
by the Secretary, but not exceeding $100 per day and, while so serving away
from their homes or regular places of business, they may be allowed travel
expenses, including per diem in lieu of subsistence, as authorized by section 5 of
the Administrative Expenses Act of 1946 (5 U.S.C. 73b-2) for persons in the
Government employed intermittently.
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(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 reports and recommendations shall thereupon
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 I and of the taxes imposed under sections
1401(a), 3101(a), and 3111(a) of the Internal Revenue Code of 1954,

(2) a separate report with respect to the hospital insurance program under
part A of title XVIII and of the taxes imposed by sections 1401 (b), 3101(b),
and 3111(b) of the Internal Revenue Code of 1954, and

(3) a separate report with respect to the supplementary medical insurance
program established by part B of title XVIII and of the financing thereof.

After the date of the transmittal to the Congress of the reports required by this
subsection, the Council shall cease to exist.

O
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